Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  v\/ork  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California, 
1915,  Section  623. 
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Our  new 
man-on-the-spot® 

in  Scotland  is 
showing  people 
how  to  get  the  most 
for  their  money* 

From  Edinburgh  to  Glasgow,  Scottish 
businessmen  are  learning  the  value  of  a 
modern  Cash  Management  Program.  Our 
man  is  helping  them  to  speed  collections 
and  manage  their  cash  flow  to  reduce 
unnecessary  float.  This  helpful  service  is 
available  in  our  Edinburgh  office  and  in 
Bank  of  America's  other  United  Kingdom 
branches  in  Birmingham,  Manchester 
and  London.  Whether  you  need  a  domestic 
program,  an  international  program   ^ 
a  multinational  program  any  man -on - 
the  ■^pot  in  our  global  M.tv\ork  ot 
banking  facilities  can  get  you  3tartt\. 
See  your  nearest  one  soon.  After  a:  .  s  ni 
don't  have  to  be  Scottish  to  be  th-i-y. 
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In  prosperous  Japan,  government,  unions  and  business 

mR  so 

are  partners  —  not  antagonists 


BURLINGA.VIE 

OEC31  1971 

LIBRARr 


And  that's  why  they  are  all  three  so  prosperous. 

The  Unions  hold  rallies  to  spur  their  mem- 
bers on  to  better  work,  greater  productivity. 
Workers  jog  from  entrance  to  machine,  job  to 
job.  They  do  calisthenics  on  their  lunch  pe- 
riod, to  keep  fit  for  better  work.  They  literally 
consider  themselves  a  team,  with  team  spirit. 

Government  sets  taxes  to  encourage  com- 
pany profit  and  growth. 

Business  is  alert  to  the  needs  of  the  market 
and  quick  to  invest  in  modern  equipment  to 
improve  products,  increase  productivity,  cut 
costs  and  prices. 


All  this  results  in  a  spirit  of  what  we  used 
to  have  here  and  called  teamwork.  And  we 
had  better  get  it  back  if  we  ever  hope  to  get 
our  jobs  back. 

Japanese  wouldn't  understand  our  antago- 
nism between  government,  unions,  business 
which  some  people  call  our  Adversary  Democ- 
racy. But  whatever  you  call  it,  the  antago- 
nism between  the  groups  here  who  should  be 
partners  is  so  increasing  American  costs  and 
prices  that  it  is  shifting  hundreds  of  thou- 
sands of  American  jobs  to  hard-working,  low- 
cost  Japan. 


Warner  &  Swasey  hydraulic  crane  speeds  construc- 
tion at  modular  home  building  site. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 


Anatomy  of  a  Magic  Kingdom. 

The  new  playground  at  Walt  Disney  World  depends  on  an  electronic  nervous  system  designed  and  built  by  RCA« 

The  nervous  system  uses  virtually  all  of  RCA's  electronic  technology.  It  carries  the 

information — from  automated  hotel  reservations  to  Mickey  Mouse's  voice — that  makes  Walt 

Disney  World's  Magic  Kingdom  near  Orlando,  Florida  come  alive.  RCA  designed  the  system  after 

doing  a  complete  systems  analysis  of  the  playground.  The  result  is  the  most 

sophisticated  electronic  installation  outside  of  the  U.S.  government. 


In  Adventureland  "crocodiles"  threaten  your  boat. 
To  help  prevent  real-Hfe  danger,  hosts  on  boats, 
monorail  trains  and  service  vehicles  communicate  fast 
over  RCA  mobile  radios. 


The  Polynesian  Village  has  500  guest  rooms,  each 
overlooking  a  tropical  setting.  And  each  with  an  RCA  color 
television  set,  like  all  Walt  Disney  World  hotel  rooms. 


The  Cinderella  Castle  soars  18  stories  above 
Fantasyland,  featuring  the  Mickey  Mouse  Revue.  An 
RCA  electronic  cable  system  carries  signals  that  make 
85  Disney  characters  sing  and  dance. 


The  1,057-room  Contemporary  Resort-Hotel.  RCA 
information  systems  make  service  at  Walt  Disney  World 
hotels  fast  and  reliable,  from  reservation  to  checkout. 


Walt  Disney  World  is  RCA  at  work.  A  whole 
spectrum  of  our  technologies  linked  in  an  electronic 
nervous  system.  It  will  help  take  you  — and  10.000,000 
people  a  year  — away  from  it  all,  into  a  Magic  Kingdom. 
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(G.  E.  Richards,  Manager,  Data  Center,  The  Goodyear  Tire  &  Rubber  Company) 


kodak  COM  system  saved  Goodyear  ^50,000  on  forms  alone. 


At  The  Goodyear  Tire  &  Rubber  Company's  data 
processing  center  in  Akron,  Ohio,  nine  computers 
turn  out  vast  quantities  of  data  for  their  worldwide 
operations. 

To  help  distribute  and  utilize  this  data  faster,  Good- 
year installed  a  Kodak  KOM-90  microfilmer,  which 
converts  computer  tape  data  directly  to  microfilm  . .  . 
at  incredible  speed.  This  eliminated  the  need  for 
132  printed  forms— enough  to  pay  for  the  com- 
pany's entire  microfilm  system. 

And  Goodyear  also  reports  substantial  savings  in 
file  space  and  improvements  in  file  integrity  and 
information  retrieval. 

How  much  can  a  Kodak  COM  system  save  you? 
Fill  in  the  coupon  and  we'll  help  you  find  out. 


Please  send  me  full  details  on  Kodak  KOM 
microfilmers  and  their  applications. 


Name_ 


.Position. 


Company. 
Address_ 


City_ 


_State. 


-Zip- 


Eastman  Kodak  Company 
Business  Systems  Markets  Division 
Department  DP502,  Rochester,  N.  Y.  14650 

For  better  information  management 

Kodak  Microfilm  Systems 
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You  know  what  really  makes  a  lock  box:  a  collection  program  that's  fast 
enough  to  give  you  maximum  use  of  incoming  funds.  It's  a  post  office 
box  in  the  right  city  with  service  from  the  right  bank. 

In  the  Southeast,  Atlanta  is  the  city.  Positioned  strategically  in  the 
center  of  the  nation's  fastest-growing  region.  With  excellent  air  and 
postal  service,  most  incoming  business  mail  is  assured  same-day  de- 
livery. Which  means  dollars  and  cents  in  any  mailtime  consideration. 

And  when  in  Atlanta,  do  as  80  of  Fortune's  top  1 00  do.  Deal  with  C&S. 
the  biggest  bank  in  the  Southeast.  Each  month  C&S  processes  more 
than  1,200,000  items  (or  $600,000,000  for  over  290  lock  boxes).  Our 
officers  have  the  experience  and  authority  to  act,  to  innovate. They  have 
the  flexibility  to  work  out  a  program  which  is  uniquely  tailored  for  you. 
The  Citizens  and  Southern  National  Bank. 


Contact  one  of  our  bankers  to  learn  more  about  cashmobilization— and  our  other  corporate  banking  services. 

Edsl  ol  the  Mississippi  call  Geonio  L   Sheiling  in  New  Y.    :      •    -i    -^.i-ieao    Kirk   P,    Lynn   in   Atlanta   (404)   588-2253.   West  of  the   Mississippi   Herb 
Falkenberg    m    Los   Angeles    (213)    388-2359.    Pelti    i  Mianta   (404)    588-2275.    For    Chicago    area,    call    John    Hughes    (312)    329-9696. 
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77,  29-and  Our  24th 

Here  is  Forbes'  24th  Annual  Report  on  American  Industry,  the  cul- 
mination of  12  months'  hard  researching,  writing  and  reporting  on  all 
aspects  of  U.S.  business  in  the  Year  of  the  Devaluation.  All  of  Forbes' 
resources  were  marshalled  for  the  task:  computers;  statisticians; 
the  bureaus;  and  virtually  every  one  of  our  writers,  reporters  and  edi- 
tors. The  task  of  planning  and  executing  this  issue  fell  to  a  small 
group:  Howard  Rudnitsky,  who  was  editor  of  the  issue;  Donald 
Popp,  statistical  editor,  and  his  assistant,  Jerome  Fischer;  Production 
Manager  John  Romeo.  But  perhaps  the  busiest  man  in  the  place  was 
James  Henderson,  our  chief  proofreader.  He  and  his  staff  had  to  pore 
carefully  through  something  like  10,000  individual  figures  and  around 
70,000  words  of  fairly  technical  verbiage. 

A  suitably  philosophical  accompaniment  to  the  reams  of  statistics 
and  commentaries  in  this  issue  is  The  Money  Men  feature  that  starts 
on  page  89.  It  is  about  Benja- 
min   Graham,    the   dean    of   liv- 
ing security  analysts   and  mon- 
ey managers. 

In  one  of  the  few  interviews 
he  has  given  in  recent  years, 
Graham  talked  for  hours  with 
Frank  Lalli,  our  Los  Angeles  bu- 
reau chief.  Graham  and  Lalli 
make  an  interesting  contrast. 
Graham  is  77,  skeptical  and 
scholarly  (he  has  translated  Lat- 
in poetry  as  a  hobby).  Lalli  is 
29— nearly  a  half  century  young- 
er—long-haired, curious  and  ea- 
ger.   After    the    interview,    we 

asked  Lalli  for  his  personal  impressions  of  Graham.  Lalli  said:  "If  I 
had  only  a  single  adjective  to  use  for  Graham,  I'd  choose  'realist.' 
He  has  no  illusions  about  himself  or  his  fellow  men,  and  this  explains 
a  good  deal  about  his  stock  market  theories.  Distrusting  predictions 
and  what  is  loosely  called  'genius,'  he  came  up  with  an  investment 
approach  that  could  be  anchored  in  reality,  in  statistics,  to  money 
actually  in  the  till  and  real  brick  and  real  mortar.  No  fancy  con- 
cepts. No  growth  that  goes  on  forever.  An  approach  that,  in  limit- 
ing risks,  also  limits,  somewhat,  opportunities." 

Had  he  become  a  convert?  we  asked  Lalli. 

"The  problem  with  Graham's  approach  is  that  it  comes  smack 
against  the  fact  that  most  people  are  born  dreamers.  Inside,  they're 
convinced  they  ought  to  be  richer  than  fate  has  made  them,  and 
that  the  stock  market  is  the  place  to  prove  themselves. 

"Of  course  Graham  knows  this,  too.  Near  the  end  of  the  interview, 
he  was  posing  for  photos.  The  photographer  lemarked  that  he  en- 
joyed playing  the  market;  a  much  better  gamble  than  the  horses. 

"To  my  surprise,  Graham  didn't  lecture  him.  He  agreed,  citing  sta- 
tistics that  the  odds  are  better  on  Wall  Street  than  at  the  track. 

"Graham  approved  because  the  photographer  wasn't  kidding  him- 
self; he  didn't  pretend  to  be  an  investor.  That  is  what  Graham  is  warn- 
ing against:  people  who  gamble  and  call  it  investing."  ■ 
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In  Vain? 

The  big  unanswered  question 
about  devaluation  is  whether  it  will 
also  check  the  growing  epidemic 
of  protectionism  that  has  afflicted 
so  many  U.S.  trade  unionists,  busi- 
nessmen and  their  allies  in  Con- 
gress. If  it  does  not  check  the  de- 
mands for  trade  quotas  and  "buy 
American,"  then  foreign  countries 
will  raise  new  barriers  to  U.S. 
goods— lower  prices  or  no  lower 
prices.  In  that  case,  devaluation  will 
serve  little  more  than  to  increase 
the  cost  of  imported  goods  to  U.S. 
consumers  and  make  it  more  costly 
for  U.S.  firms  to  e.xpand  abroad. 

As  Sears  Goes  . . . 

...  so  goes  J.C.  Penney,  which 
recently  announced  a  beefed-up 
national  advertising  effort  for  1972. 
Thus   Penney   parallels   Sears'   ex- 


panding use  (Forbes,  Dec.  15)  oi 
national  advertising,  especially  on 
TV,  to  push  its  own  premium  na- 
tional brands  rather  than  limiting 
itself  to  local  store  advertising. 

Striking  Back 

Soon  after  its  introduction  of  a 
pocket-sized  calculator  priced  to 
loosen  the  90%  Japanese  grip  on 
the  minicalculator  market,  a  small 
U.S.  company  is  challenging  Jap- 
anese dominance  in  micro-minia- 
ture lamps  (roughly  the  size  of 
the  lead  in  a  lead  pencil).  New 
Jersey's  Ragen  Precision  Industries 
claims  that  it  has  been  able  to 
halve  the  Japanese  price  by  auto- 
mating a  part  of  the  manufactur- 
ing process  that  normally  requires 
25  skilled  hand  assemblers. 

The  Green  Light 

A  new  X-ray  screen  developed 
by  Lockheed  can  cut  X-ray  expo- 
sure in  half  using  present  X-ray 
film  and  by  as  much  as  twenty 
times  with  a  new  green-sensitive 
film.  Though  not  yet  in  medical 
use,  the  process  could  reduce  sig- 
nificantly the  biggest  single  source 
of  radiation  exposure.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer,  n  1  year  $9.50,  D  2 
.years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
NewYork,N.Y.  10011 


ATTACH  PRESENT 
MAILING  USEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


QUAKER  STATE  OIL  REFINING  CORPORATION 

11  CENTER  STREET 

OIL  CITY,  PENNSYLVANIA  16301 


QUAKER 
STATE 


FIVE  YEAR  FINANCIAL  HISTORY   (Dollars  m  minions  except  per  share  data) 

Nine  Months 

1971         1970  1970         1969         1968        1967        1966 

Sales 107.6  93.2  123.9  112.0  96.7  85.9  80.8 

Net  Income 9.5  7.4  10.8  9.0  7.2  6.0  5.7 

Cash  Dividends 4.0  3.8  5.2  4.3  3.5  2.6  2.3 

Assets 126.1  99.1  102.6  69.2  60.8  56.1  48.0 

Stockholders  Equity  .  .    74.5  49.2  51.5  45.0  39.6  35.4  31.8 

Per  Share 

Net  Income 1.44         1.16  1.67         1.42         1.13  .95  .91 

Cash  Dividends 60  .60  .80  .675         .55  .4125        .375 

Note:  Per  Share  Data  have  been  adjusted  for  2  for  1  stock  splits  in  1964, 1967  and  1969. 

QUAKER  STATE   PETROLEUM   PRODUCTS   •    QUALITY   LUBRICANTS   MARKETED  WORLD-WIDE 

Copy  of  latest  Annual  Report  available  on  request. 
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It's  not  just  room  for  your  company  to  grow.  In 
Georgia,  it's  room  for  your  family  to  grow. 

And  it's  something  else:  25,772,200  acres  of 
timberland.  Industrial  sites  near  interstates,  rail  lines  and  airports. 
Deepwater  frontages.  And  45  state  parks  for  camping,  fishing 
and  relaxing. 

There's  so  much  to  tell  about  Georgia,  we're  eager  to 
pull  all  the  profitable  facts  together  for  you.  Including  all  the 
details  about  our  Computerized  Site  Selection  System  that  can 
quickly  match  your  site  or  building  requirements  with  every 
available  location  in  Georgia.  Just  send  us  the  coupon.  We'll 
send  you  the  groundwork. 

Georgia,  the  unspoiled. 


Georgia  Department  of  Industry  &  Trade, 
Industry  Division,  Dept.  FBI,  P.O.  Box  38097, 
Atlanta,  Georgia  30334 

Please  send  me  free  information  on  my  com- 
pany's potential  for  profit  in  Georgia. 

Name Title 

Company 

Address 

City 


-State- 


-Zip. 


Questions  for  executives 
concerned  witli  rising  costs 
of  handling  and  distribution 

If  distribution  and  handling  costs  are  getting  out 
of  hand,  here  are  some  questions  to  consider: 

•  Are  we  handling  product  without  adding  value? 

•  Would  an  improved  and  more  effective  layout 
simplify  product  handling? 

•  Does  volume  merit  mechanization  or  com- 
puterized automation? 

•  Should  we  have  special  or  more  flexible  storage 
or  handling  devices? 

•  Have  we  made  a  thorough  analysis  of  in-and- 
off  line  storage? 

•  Can  order  picking  and  truck  loading  time  be 
decreased  to  speed  order  delivery? 

•  Could  warehouse  locations  be  changed  to  reduce 
total  inventory  levels  and  still  give  the  same  or 
better  service? 

•  Do  we  have  too  many  warehouses  or  too  few? 

•  With  more  efficient  methods  and  facilities,  could 
we  attain  a  better  balance  in  inventory  levels? 

•  Do  we  have  the  internal  resources  to  assure 
satisfactory  answers  to  these  questions? 

The  Austin  Material  Handling  and  Distribution 
Study  can  help  you  develop  the  answers.  It's  one 
of  seven  Austin  engineering-economic-consulting 
services,  which  are  an  important  initial  step 
in  a  systems  approach  to  the  development  of 
optimum  solutions  to  plant  facility  problems. 

For  further  information,  please  write,  wire 

or  teletype:  The  Austin  Company, 

3650  Mayfield  Road,  Cleveland,  Ohio  44121. 


THE  AUSTIN 
COMPANY 

Designers  ■  Engineers    Builders 


READERS  SAY 


The  Quotable  Kerkorian 

Sir:  I  have  known  Kirk  Kerkorian  for 
years,  and  along  with  others  of  his  inti- 
mates, find  the  quotations  attributed  to 
him  in  your  article  (  Forbes,  Dec.  1 ) 
outrageous  and  unbelievable.  This  shy, 
unassuming  man  would  never  "swear  on 
his  children"  that  something  was  true. 
And.he  is  not  the  type  to  boast  that  he  is 
a  good  guy  because  he  pays  heavy  taxes. 
Your  ai-ticle  infers  that  Kerkorian  might 
be  taking  advantage  of  M-G-M  stock- 
holders by  selling  them  the  Bonanza  for 
$5  million.  This  is  most  laughable  to  me 
since  I  offered  Kerkorian  a  deal  which 
would  have  netted  him  a  great  deal  more 
than  this  for  the  property  and  was  turned 
down.  He  later  explained  he  would  rath- 
er M-G-M  have  the  opportunity  to  buy 
the  property  since  the  added  earnings 
would  enhance  the  value  of  the  shares. 
This  makes  good  business  sense  since  he 
owns  40%  of  the  stock. 

—George  Mason 
Vice  President 

Thomson  &  McKinnon  Auchincloss  Inc. 
Beverly  Hills,  CaHf. 

Forbes'  Frank  Lalli  inteivietoed  Ker- 
korian four  times,  and  his  extensive  notes 
show  that  Kerkorian  did  indeed  make 
the  quotations  attributed  to  him.  In  fact, 
a  Forbes  researcher  was  with  Lalli  when 
Kerkorian  made  the  "swear  on  his  chil- 
dren" statement— Ed. 

Plainly  Terrible 

Sir:  Your  article  dealing  with  Secor 
Browne's  comments  on  long-range  air- 
planes is  terrible  (Forbes,  Nov.  15).  The 
problems  of  public  transportation  can  be 
solved  in  the  development  of  surface 
transportation  and  not  by  means  of  short- 
range  airplanes. 

—Philip  M.  Coleman 

President 

Coleman  Aircraft  Corp. 

Morton  Grove,  III. 

Prolific  ond  Prophetic 

Sir:  That  Mr.  Tehan  did  not  thor- 
oughly document  his  views  defies  belief 
("Money  Men,"  Dec.  1 ).  He  is  one  of  the 
outstanding  and  original  economic  think- 
ers on  Wall  Street.  If  he  has  a  fault,  it  is 
that  his  conversation  and  writings  are  too 
prolific  and  detailed. 

—Philip  R.  Herzig 

P.  R.  Herzig  &  Co. 

New  York,  N.Y. 

We  found  nothing  in  Mr.  Tehan  s  writ- 
ings which  inevitably  leads  to  his  con- 
clusions. We  felt  he  nmde  the  jump  by 
using  a  prophetic  style— En. 

No  Merit? 

Sir:    Mr.   Weiszhaar   has   neatly   writ- 
ten   off    the    social    responsibility    funds 
(Forbes,    Nov.    15)    as    a    "fad"    with 
I   "doubts    about    their    effectiveness."    He 
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Some  business  jets  make 

lews  by  adding  improvements. 

hings  like  thrust  reversers. 

Ind  some  badly  needed  head- 

oom. 

But  JetStar  remains  the 
lassie  business  jet.  With  four 
engines,  it's  still  two  up  on  all 
le  others.  And  it's  always  had 
irust  reversers.  Along  with 


6'1"  headroom.  Separate  bag- 
gage compartments.  A  fully 
equipped  hot  galley.  A  full-size 
lavatory.  All  the  amenities  of 
an  airliner  for  up  to  nine  pas- 
sengers. You  would  have  to  pay 
$2,000,000  more  to  get  the 
same  features  in  another  busi- 
ness jet. 

Actually,  business  jet 


design  hasn't  advanced  much 
since  JetStar  was  introduced 
ten  years  ago.  Hydraulics  have 
improved,  so  JetStar  has  im- 
proved hydraulics.  Same  for 
avionics.  Otherwise,  we're  still 
waiting  for  the  others  to  catch 
up  with  JetStar. 

They  are  in  one  area  at 
least.  Price. 


Some  jeis'recent  impioveinents 
were  original  equipment  on  JetStar. 


Lockheed  JetStar. 


Lockheed-Georgia  Company  •  A  Division  of  J^^heed  Ai 


Write  down 
all  you  know 
about  Indiana 
here. 


You  probably 
noticed  that  the  space  we  left 
for  writing  about  Indiana  is 
exceedingly  small.  Frankly, 
that's  because  most  people 
just  don't  know  much 
about  us.  Alright, 
maybe  we  have  "un- 
derwhelmed" you 
with  our  progressive 
image.  But,  starting 
now,  we're  out 
to  dispel  the 
rumor  that  Chief  .• 
Potawatomi  is  / 
ahve  and  on  the 
warpath  in  Indiana. 

We  tamed  the 
wilderness  years  ago. 

Oh,  we  still  have 
our  Indian  uprisings.  Every 
summer  in  Indianapolis.  But 
they  happen  on  a  baseball 
diamond.  And  we  take  pen- 
nants, not  scalps.  There's 
also  ample  opportunity  to 
enjoy  football,  basketball, 
racing  and  golf.  And  if  it's 
culture  you  want,  we've  got 
the  theatre,  the  symphony, 
the  opera,  and  one  of  the  best 
art  museums  you'U  find  any- 
where. Who'd  have  believed  it. 

Indiana. 
Where  the  sun  also  rises. 
And  you  can  see  it. 

Fortunately , 
there  are  a  lot  of  things  In- 
diana doesn't  offer.  The  smog 
doesn't  block  out  the  sun. 
Our  kids  don't  hack  and 
cough  from  the  filth  in  the 


ra 


air.  You  don't  need  a  body- 
guard to  stay  out  after  sun- 
set. And  we  don't  live  packed 
on  top  of  one  another  Hke 
so  many  sardines  in  a 
can.  We  like  Indiana 
the  way  it  is. 
You  will,  too. 
You  don't  have 
to  sacrifice  your 
profits  to  stretch 
your  legs. 
Your  industry 
will  gi'ow  in  Indi- 
ana. First,  because 
you're  close  to  the 
raw  materials  your 
business  needs. 
Second,  because  we've  got  a 
labor  force  that  gets  things 
done  fast.  Without  losing 
quality.  They're  happy  where 
they  work,  because  they  like 
where  they  live.  Third,  be- 
cause we've  got  the  transpor- 
tation systems  to  get  your 
finished  product  to  market 
with  no  delays,  overland  or 
across  the  ocean. 

We'll  prove 
it  to  you. 

A  lot  of  people 
talk  about  what  they  can  do 
for  you.  Let  us  prove  what 
we  say.  All  it  takes  is  a  note 
to  start  things  moving. 
We've  got  choice  urban  and 
rui'al  sites  waiting  for  you 
aU  over  our  state.  Write  to- 
day. You'll  find  Indiana  is  a 
lot  more  than  you  expected. 

Indiana  Department  of  Commerce 
Lt.  Gov.  Richard  E.  Folz,  Director 
Room  3354,  State  House 
Indianapolis,  Indiana  46204 


Indiana 


.a  lot  more  than  you  expected 
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has  somehow  decided  that  a  fund  con- 
cept two  months  old  has  no  merit.  Our 
intent  is  to  sponsor,  support  and  sustain 
responsible  corporate  pohcies.  We  hope 
io  build  up,  certainly  not  to  tear  down. 
His  cynicism  perhaps  stems  from  misin- 
formation as  to  the  purpose  of  funds 
such  as  ours. 

— T.  N.  Delaney  Jr.,  Chairman 

— R.  N.  Fldppin  Jr.,  President 

First  Spectrum  Fund,  Inc. 

New  York,  N.Y. 

to»*yer's  Table 

Sir:  Your  article  on  lawyers  (Forbes, 
Sept.  15)  was  most  interesting,  but  your 
statistical  tables  are  misleading.  You  left 
out  those  firms  which  have  fewer  than 
four  people  on  their  payrolls— not  count- 
ing the  partners  or  sole  proprietors  them- 
selves. In  other  words,  you  left  out  the 
majority  of  all  lawyers. 

—Robert  I.  Weil 
Ardmore,  Pa. 

The  tables  were  concerned  with  the 
upper  levels  of  the  profession.  The  foot- 
note, "Applies  to  firms  with  employees" 
should  have  read  ".  .  .  with  four  em- 
ployees or  more"— Ed. 

Late  Risers 

Sir:  I  am  now  getting  annual  and  six 
months'  reports  from  various  corporations. 
Many  that  show  unfavorable  comparisons 
to  previous  years  blame  the  economy 
rather  than  poor  management,  and  rather 
late  cost-cutting  programs  which  they 
now  state  have  been  instituted.  Why 
don't  these  managements  have  cost-cut- 
ting programs  in  efiFect  at  all  times  and 
not  wait  until  falling  sales  wake  them  up? 
— Grosvenor  S.  McKee 
Meadville,  Pa. 

Too  Terse? 

Sir:  In  your  article  "Good  Gambles 
Can  Lose"  (Forbes,  Nov.  15),  your  at- 
tempt to  be  terse  resulted  in  some  inac- 
curate and  misleading  statements.  Dur- 
ing the  interview,  it  was  stated  that  earn- 
ings figures  could  not  be  divulged  at  that 
time.  Your  "guesstimate"  of  $5.2  million 
is  very,  very  misleading  and,  therefore, 
your  e-xtrapolated  12%  annual  decline  in 
reported  earnings  for  the  past  five  years 
is  in  error.  If  you  will  check  your  tran- 
scripts, you  will  find  that  I  was  quoted 
out  of  context  relative  to  my  comments 
on  glass  processing.  I  did  not  refer  to  the 
General  Electric  Co.  in  connection  with 
my  comments  on  Toledo  Scale  and  the 
batching  process.  We  do  not  consider 
GE  competitors  in  this  area  and,  there- 
fore, could  not  have  said  they  are  more 
sophisticated  in  their  technology. 

-H.  D.  Luke 

President 

Reliance  Electric  Co. 

Cleveland,  Ohio 

Our  earnings  figures  were  based  on 
actual  nine-month  figures  and  an  estimate 
for  the  fourth  quarter.  Forbes  recognizes 
that  GE  and  Reliance  compete  only  in 
limited  areas— Ed. 
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Mnmbor  Federal  Dpposil   InsuianCf  Corporotio"  ©  Banhfrs  Trust  Co 


How  to  tame 
your  acquisitive 

instinct. 


l\|o  matter  how  tempting  an  opportunity  it  may  seem  to 
be,  an  acquisition  has  to  work  on  all  levels  or  it's  trouble. 

So  a  complex  evaluation  of  both  companies  must  be  made 
to  see  how  well  the  jigsaw  puzzle  fits  together.  Furthermore, 
the  evaluation  has  to  be  continually  kept  current,  until  the 
merger  or  acquisition  takes  place. 

Anything  less  than  this  kind  of  effort  is  simply  not  good 
enough.  Not  any  more.  But  it's  a  heavy  load  on  anyone's  staff, 
even  if  you  have  the  required  specialists  on  hand.  And  you 
probably  don't. 

Which  is  where  B  T  Consultants  fits  in. 

We  have  the  staff;  they're  our  reason  for  existing.  We  have 
specialists  thoroughly  experienced  at  helping  large  firms  and 
small  ones  merge,  sell  and  acquire  (or  in  solving  any  other 
corporate  problem  for  that  matter).  We  have  merger  analysts. 
Tax  experts.  Legal  advisors.  Economists.  Computer  men.  Every 
expertise  you  could  possibly  need. 

And  with  us,  the  computer  is  strictly  a  means,  not  an  end. 
Our  staff  goes  on  the  assumption  that  print-outs  are  so  much 
ecological  waste  until  they've  been  decoded  for  you  into  prac- 
tical proposals  for  action.  Or  inaction. 

You  don't  have  to  be  a  customer  of  Bankers  Trust  to  be  a 
customer  of  B  T  Consultants.  (Neither,  of  course,  does  the 
company  you're  interested  in  acquiring;  we'll  help  you  look 
everywhere.)  For  an  exploratory  consultation  at  no  charge, 
write:  Allan  D.  R.  Stern,  Vice  President,  BT  Consultants, 
Bankers  Trust  Company,  280  Park  Avenue,  N.Y.,  N.Y.  10017. 

Maybe  we'll  tame  you;  maybe  we'll  unleash  you. 


You'll  find  BT  Consultants  at  Bankers  Trust. 


^^We  used  to  have  the  ^person-to-person^  habit 

iMf henever  mr e  called  Long  Distance. 

Then  we  found  out  how  much  we'd  save  dialing  direct. 

So  vre  changed  habits  and  cut  our  phone  bill  20%/' 


Robert  Klitzner,  president,  Providence  Emblem  Co. 


Many  businessmen  feel  that  calling 
person-to-person  is  the  smart  way  to  make 
a  business  call. 

When  you  tal<e  a  look  at  today's 
interstate  dial-direct  rates,  we  think  you'll  change 
your  mind. 

For  example,  from  8  a.m.  to  5  p.m.,  Mon- 
day through  Friday,  a  three-minute,  coast-to-coast 
call  placed  person-to-person  costs  $3.55  plus  tax. 


But  if  you  dial  the  call  yourself, 
station-to-station,  without  operator  assistance, 
the  cost  is  just  $1 .35  plus  tax. 

You  save  $2.20  on  that  one  call! 

Whether  your  sales  are  four  million 
a  year  like  Providence  Emblem  or  400  million, 
it  makes  sense  to  dial  direct. 

Get  in  the  habit. 


Dial-direct  rales  do  not  apply  to  coin,  credit-card,  collect,  person-to-person, 
and  hotel-guest  calls,  or  to  calls  charged  to  another  number. 


''With  all  thy  getting  get  understanding" 


Fact  and  Comment 


ALL  HAIL  THE  DEVALUED  DOLLAR 


who'd  ever  have  thunk  that  the  Adventure  of  the  Dol- 
lar would  be  a  tale  to  outdo  Alice  in  Wonderland?  Here's 
the  economic-orthodoxiest  President  since  Herbert  Hoover 
being  roundly  and  soundly  hailed  for  having  appreciably 
devalued  the  dollar.  It's  an  irony,  too,  that  the  step  is 
mostly  all  good  and  that  it  will  result  in  a  real  bettering 
of  business. 

I  think  Mr.  Connally  made  all  the  mileage  there  was  to 
be  made  by  his  tough,  unilateral  approach  to  the  very  real 
monetary  crisis  that  was  upon  us.  I  think  that  our  overseas 
friends  now  know  that  neither  they  nor  we  can  afford  any 
longer  to  play  with  trade-barrier  loaded  dice. 

At  home,  the  lesser  buck  actually  will  meart  in  practical 
terms  practically  nothing  to  practically  all  of  us.  The 
foreign-made  things  we  buy,  which  constitute  5%  of  the 
gross  national  product,  will  be  a  bit  more  expensive.  On 
the  other  hand,  and  very  important,  the  things  we  sell 
abroad  will  cost   all  others  less,   and  so  we   should  sell 


quite  a  bit  more.  Although  the  Administration's  flat  esti- 
mate that  the  step  will  result  in  half  a  million  new  jobs 
is  the  sort  of  factual  figment  that  makes  a  headline  but 
not  a  fact,  there  will  be  a  sizable  increase  in  output  and 
jobs  here. 


»  ♦  «  • 


You  know,  we  are  most  fortunate  that  Richard  Nixon 
is  less  ideologically  intractable  as  President  than  as  a 
Presidential  aspirant.  Because  of  his  old  "credentials,"  he's 
been  able  to  do  things  that  needed  doing  but  that  no 
Democrat  could  probably  have  gotten  done— China  sum- 
mitry; Prices  &  Wages  &  Phases;  a  lessened  but  realer 
dollar;  and  a  real  shot  at  fairer  treatment  for  the  U.S.  in 
world  trade. 


*   «   *   * 


At  the  rate  the  President's  going  and  things  are  pro- 
gressing, if  I  were  Mr.  Mitchell  I'd  begin  to  worry  that 
maybe  my  candidate  would  peak  too  soon. 


SPEAKING  OF  NIXON  SUCCESSES  .   .   . 


Let  it  not  be  said  (and  no  one  has  that  I  know  of) 
that  the  President  showed  an  iota  of  his  vaunted  Foreign 
Affairs  savvy  in  the  India-Pakistan-Bangladesh  crisis. 

"Dispatching"  a  U.S.  carrier  force  to  the  Indian  Ocean 
during  the  short  war  was  so  reminiscent  of  turn-of-the- 
century  gunboat  diplomacy  as  to  be  dangerously  ludi- 
crous. A  show  of  strength  is  only  a  show  of  strength 
when  it  can  have  a  positive  effect.  This  bit  of  Big  Stick- 
ing poured  an  inestimable  quantity  of  gasoline  on  the  al- 
ready inflamed  relations  with  India,  and  embittered  West 


Pakistan  whose  hopes  for  U.S.  aid  were  momentarily  sent 
soaring. 

In  short,  we  gratuitously  put  ribbons  on  Russia's 
triumph. 

Now  thsy  have  the  total  privilege  of  coping  with  the  in- 
exhaustibly costly  problem  of  India. 

At  their  present  rate  of  progress,  the  next  thing  you 
know  Russia  will  have  all  our  former  foreign  friends. 

I  hope  they  can  afford  'em. 

As  it  turned  out,  we  couldn't. 


FORBES,  JANUARY   1,   1972 
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BUSINESS  IN  1972 

From  bad  to  better  for  most  now  bad,  and  from  good  to  better  for  the  many  now  good. 


*  *  «  * 


I  have  just  finished  feeding  several  thousand  pieces  of 
economists'  verbiage  into  our  computer  (we  have  one-it's 
usually  busy  addressing  labels).  After  checking  the  climate 
control,  the  himiidity  control  and  pushing  all  the  right 
buttons  and  letting  it  twiggle,  whirl,  light  up,  cough, 
sputter  and  spew  all  night,  out  came  the  conclusion:  Our 
computer  computed  that  if  the  ecologists  would  permit 
all  the  words  written  and  being  written  about  Phase  2  to 
be  poured  into  the  Grand  Canyon,  it  would  have  been 
filled  six  and  a  half  days  ago,  and  like  about  now,  be 
coming  out  our  ears. 

So  as  not  to  add  appreciably  to  that  compost  pile, 
Forbes  would  just  like  to  make  one  thing  clear: 

By  and  large,  responsible  managements  will  live  with- 
in the  spirit  and  intent  of  the  Phase  2  effort.  By  so  doing, 
at  year's  end  the  economy  will  be  better,  inflation  slowed 
and  present  profit  clouds  will  be  showing  a  silver  lining. 

But  a  management  that  is  conditioning  its  thinking  and 
its  planning  and  its  budgeting  solely  gaited  to  Phase  2  is 
shortsighted. 

Because  Phase  2,  too,  will  phase  away. 

And  quicker'n  you  think. 

With  business  better,  the  election  over.  Phase  2  might 
even  end  as  dramatically  and  suddenly  as  Phase  1  began. 
*  *  *  * 

Now,  having  told  you  exactly  what  lies  ahead,  I  would 
like  to  call  attention  to  how  right,  how  right  on,  this 
crystalballer  usually  is.  Just  a  year  ago  on  these  pages 
I  wrote: 

"Some  time  in  the  course  of  1971  the  Nixon 


Administration  is  going  to  face  up  to  the  sad 
truth  that  it,  we  cannot  have  both  full  employ- 
ment and  halt  inflation. 

Before  facing  up  to  the  bitter  choice,  the  Ad- 
ministration will  try  a  form  of  jawboning,  try 
promoting  an  'incomes  policy,'  i.e.,  urging  no 
wage-price  increases.  It  will  remain  a  jawbone  ef- 
fort, though;  not  a  program  of  actual  legal  con- 
trols or  freeze." 


«  »  *  * 


On  the  other  hand  though,  I  turned  out  to  be  nearly 
right— seven  years  later— about  the  demise  of  du  Font's  Cor- 
fam.  If  you'll  pardon  this  reprint  of  an  editorial  that  ap- 
peared here  in  the  Apr.  15,  1964  Forbes— 
A  Computer  Beaut 
Computers  can't  do  everything. 
Du  Pont  has  just  proven  it.  To  get  a  registera- 
ble,  marketable  name  for  their  new  chemical  shoe 
leather  they  turned  to  a  computer.  Either  it  was 
a  punk  machine  or  they  fed  it  a  dreadful  diet. 
For  out  of  it  came  the  word  "Corfam." 
Ugh. 

It  sounds  more  like  something  you  might  step 
on  when  walking  on  a  dirty  sidewalk  than  some- 
thing you'd  want  to  step  into  when  dressing. 

I  would  guess  that  if  you  walked  down  any 

street  in  the  U.S.  and  mentioned  the  name  du  Pont 

to  people  it  would  conjure  up  a  vision  of  airplane 

glue,  nylon  stockings,  cellophane  and  munitions. 

I  doubt  "Corfam"  will  ever  join  the  lineup  ,  .  . 


CHAMPS  IN  MOST  EVERY  WAY 

Watching  that  super  exciting  Nebraska-Oklahoma  game  Not  just  in  winter, 

that  determined  the  U.S.'  No.  One  football  team,  I  could  Nebraskans  are  real  and  rugged  people— champions  that 

not  help  but  think  about  how  cool  a  state  Nebraska  is.  all  50  states  can  be  proud  of. 


ONE  OUT  OF  ONE 


Speaking  of  football  and  champions  brought  to  mind  a 
delightful  anecdote  told  to  the  Forbeses  the  other  day  by 
that  Complete  Gentleman,  Howard  S.  Cullman.  At  an 
early  stage  in  his  life  of  extraordinary  serving  and  achiev- 
ing, he  was  a  member  of  a  very  unsuccessful  Yale  football 


team.  At  season's  end,  heavily  unfavored  Yale  nosed  out 
Princeton  6-0— but  on  the  following  Saturday  Harvard 
totaled  the  blue  boys  43-0.  When  Bulldog  coach  Tom 
Shevlin  was  asked  what  went  wrong,  he  replied,  "You 
can  only  make  one  lemonade  out  of  a  lemon." 


WANT-GIVE 

If  you  want  understanding,  try  giving  some. 


POINT 

The  knowing  man  knows  that  knowing  all  is  unlikely. 
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—MALCOLM  S.  FORBES, 

Editor-in-Chief 


ocncRimon. 


More  than  ever  before,  electricity  is  in  demand! 

For  comfort  and  pleasure.  For  business  and  in- 
dustry. And,  vitally  important  right  now  and  in  the 
years  ahead,  for  powering  the  equipment  that  pro- 
vides a  cleaner  environment  for  all  of  us. 

Thats  a  big  demand.  And  a  serious  challenge 
to  the  people  of  the  power  generation.  And  meet- 
ing it  takes  the  dedicated  efforts  of  a  lot  of  people. 


That's  why  The  Southern  Company  system— in- 
cluding Alabama  Power,  Georgia  Power,  Gulf  Power, 
and  Mississippi  Power  companies— calls  on  the 
diverse  talents  of  some  17,000  employees  every 
day.  Versatile,  capable  people  whose  jobs  range 
from  lineman  to  lighting  engineer,  forester  to  fuel 
specialist,  statistician  to  substation  superintendent 
to  nuclear  physicist.  And  the  list  goes  on. 

Our  responsibility  is  to  provide  reliable  electric 
power  for  120,000  square  miles  of  the  prospering 
Southeast,  now  and  in  the  future. That's  why  1 7,000 
people  are  working  toward  tomorrow,  today. 


"he  Southern  Company  system:  working  toward  tomorrow,  today 

l.labama  Power  Company     Georgia  Power  Company     Gulf  Power  Company     Mississippi  Power  Company     Southern  Services,  Inc      Southern  Electric  Gentvating  Co 
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Unless  a  lot  of  us  are  going  to 
go  thirsty,  you  know  where  the 
water  has  to  come  from.  And 
big  volume  desalinization  re- 
quires tubing  made  from  alloys 
the  world  has  never  seen.  But 
Allegheny  Ludlum  Steel,  Wall- 
ingford  Steel,  Special  Metals 
Corporation  and  Titanium 
Metals  (Timet)  have  seen  them. 
Sharing  our  busy  central  R&D 
facilities,  these  member  com- 
panies have  worked  closely 
in  developing  those  alloys. 
And  other  ca.ses  of 
cross-company 
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cooperation  have  led  to  similar 
breakthroughs. 

Examples?  Improved  powder 
metal  technology,  resulting  in 
more  durable  parts  for  power 
mowers  and  lawn  tractors  in 
the  flourishing  leisure  fields. 
Improved  stainless  steel  hard- 
ware, needed  to  meet  growing 
demands  for  pollution  control 
equipment. 

Besides  making  ocean  water 

more  drinkable,  our  products 

are  helping  to  make 

the  whole  world 

more  livable. 


Alleghei:     Ludlum  Industries,  Inc.,  Oliver  Bldg.,  PiHsburgh,  Pa.  15222 

Our  key  industrips;  Allegheny  Ludlum  it  ■'  I,  The  Wallinaford  Steel  Company,  Special  Metals  Corporation,  The  Carmet  Company 

Goddard  &  Goddard  Comp-ny,  IPM  C"  -.poration,  A|ax  Forging  &  Casting  Company,  The  Arnold  Engineering  Company, 

F.  W.  Bell,  Inc.,  Tru.  Temper  i.      r.MviiiGn,  Good  Steel  Service,  Inc.,  lacobsen  Manufacturing  Company, 

Titanium  Metals  Corpor,- ■  .„  of  Am^    .  ..■  airnet),  Allegheny-Ludlum  International,  S.A.,  AUegheny-Longdoz,  S.A. 


Why  Were  Bankers  Warned  That  This  "New  Book  Could  Upset  the  Savings  Applecart"  * 

How  to  Make  Up  to  13  Vi  % 
or  More  on  Your  Savings— 
All  Fully  Insured 

There  are  many  things  banks  don't  like  to  talk  about.  They  don't  like  to  talk  about 
the  fact  that  they  do.  indeed,  pay  interest  rates  of  87c,  10%,  13'/2%,  and  often 
more,  to  a  select  group  of  knowledgeable  depositors! 


What's  the  difference  between  these  men  and 
women  and  you'  Simply  this — Ihal  they  knoy* 
certain  "inside"  techniques  of  depositing  and 
withdrawing  their  savings  (all  perfectly  legal,  in- 
cidentally) that  you  don't!  And — therefore  thev 
earn  two  to  three  times  as  much  interest  on  those 
savings  as  you  do!  Like  this . . . 

Would  It  Be  Worth  An  Extra  Ten  Minutes 

A  Month  To  You-To  Bring  Home  Two  Or 

Three  Times  As  Many  Dollars  From  Your 

Savings  As  You're  Getting  Today? 

The  procedure  is  simple.  But  to  put  it  to  work 
for  you.  tomorrow,  you  have  to  know  these  few 
"smart-money"  facts: 

1.  Most  thrifty  people  in  this  country  today  are 
actually  losing  money  on  their  savings.  The  inter- 
est they  get  from  a  regular  bank  account  is  actu- 
ally far  less  than  the  lost  purchasing  power  that 
inflation  cuts  right  out  of  their  savings. 

This  is  one  of  the  great  social  tragedies  of  our 
time.  It  means  that  if  you  are  thrifly  and  prudent 
in  this  country  today,  you  are  penalized.  Either 
you  are  driven  to  speculate  in  the  stock  market, 
where  you  can  be  wif)ed  out  overnight.  Or  you  try 
to  secure  safety  for  your  hard-earned  capital  in  a 
bank — and  walch  inflation  turn  your  dreams  of 
early  retirement  and  financial  independence  into 
dust! 

2.  But  you  fust  don't  have  to  accept  these  two 
tragic  choices  an\  longer!  Now  there  is  a  Third 
Way  to  invest  your  money,  that  gives  you  the 
absolute  safety  you  want,  plus  huge  guaranteed 
returns  that  you  may  not  even  have  dreamed  pos- 
sible before 


*  Read  What  The  Banking 

Industry  Itself  Says 

About  This  Startling  Volume! 

NEW  BOOK  COULD  UPSET 
THE  SAVINGS  APPLECART 

TIGHT  MOSEY,  Regulation  Q.  and  the 
much-touted  Age  of  the  Consumer,  are 
key  ingredients  in  a  fiammahle  mixture 
about  to  he  ignited  by  a  hook  which  could 
explode  in  the  face  of  the  commercial 
banking  industry  this  year.  This  says: 

"The  millions  of  people  who  have  saved 
a  few  dollars  in  the  form  of  savings  ac- 
counts and  insurance  have  been  prevented 
from  gaining  any  profit  from  their  invest- 
ment— indeed  they  have  been  forced  to 
accept  real  losses — by  what  amounts  to 
government  agency  fiat.  These  depositors 
have  contributed  more,  perhaps,  to  the 
growth  of  our  economy  than  any  other 
group,  and  it  is  unjust  that  controls  apply 
only  to  interest  rales  to  depositors,  while 
there  are  no  controls  over  the  inflationary 
wage  and  price  increases.  Conditions  per- 
mitting this  20  years  of  discrimination 
should  be  changed." 

/  am  quoting  from  a  book,  titled.  "Don't 
Bank  On  It!  How  To  Make  Up  to  li'/2 
percent  and  More  on  Your  Savings — Alt 
Fully  Insured." 

The  book- is  dedicated  "to  the  members 
of  the  median  income  group,  those  truly 
forgotten  men  whose  savings  deposits  make 
banking,  as  we  know  it.  possible." 

"Don't  Bank  On  It"  may  be  coming  out 
at  an  auspicious  time,  as  the  general  pub- 
lic is  becoming  more  aware  of  high  inter- 
est rates,  and,  thanks  lo  truth  in  lending, 
is  being  conditioned  to  look  at  rates  of  1 2 
or  18  percent  as  low.  No  doubt  he'll  soon 
recognize  that  4  or  5  percent  is  peanuts. 


About  the  Authors 

Martin  J.  Meyer  is  president  of  the  Na- 
tional Depositors  Cooperative  Association. 
He  also  serves  as  Vice  President  and  Sec- 
retary of  Intercept  Tele-Communications. 
Inc..  a  new  international  cable  and  tele- 
>;raphic  interception  and  forwarding  orga- 
nization. Mr.  Meyer  has  written  numerous 
magazine  articles  on  banking,  thrift,  and 
inflation. 

Dr.  Joseph  M.  McDaniel,  Jr.,  recently 
elected  President  of  the  World  Health 
Organization,  was  Secretary  of  the  Ford 
Foundation  from  1953  until  his  retirement 
in  1967  and  Dean  of  the  School  of  Com- 
merce at  Northwestern  University.  His 
distinguished  career  includes  government 
service  with  the  Economic  Cooperative 
Association. 


3.  It  is  based  on  one  simple  fact:  That  most 
depositors  are  completely  passive  about  where  and 
how  they  save  their  money!  They  never  take  the 
one  or  two  hours  that  are  necessary  to  learn  the 
"inside  workings"  of  the  banking  system.  There- 
fore, they  never  even  hear  about  the  "super-sav- 
ings-accounts" that  can  yield  them  far  more  than 
ordinary  interest  on  their  money. 

And.  above  all.  they  have  never  heard  about  the 
simple,  ingenious  techniques  of  "Loophole  Depos- 
iting"! Active,  precisely-timed  deposits  and  with- 
drawals that  take  an  average  of  ten  minutes  of 
your  time  per  month — and  bring  you  back  8%  . . . 
IJ'/i%  ..  .even  19%  on  every  dollar,  with  exactly 
the  same  total  safety  that  you  gel  on  ordinary 
bank  accounts  today! 


You  Do  Only  What  The  Banks  And  Savings 

And  Loan  Associations  Themselves 

OPENLY  PERMIT.  Except  Novif- 

YOU  DO  IT  A  LITTLE  SMARTER! 


At  this  moment,  in  this  entire  country,  out  of 
the  over  one  hundred  million  people  who  have 
savings  accounts,  only  about  forty  thousand  of 
them  use  these  techniques.  They  are  still  brand- 
new — virtually-unknown.  Only  now  has  a  hook 
been  published  that  reveals  them  to  every  man 
and  woman  who  is  willing  to  riskan8(  stamp  to 
learn  them! 

The  time  required  to  read  this  book  from  cover 
to  cover  is  approximately  one  weekend.  Or,  if  you 
wish  to  skip  the  banking  background  at  its  begin- 
ning, it  will  take  you  about  an  hour  or  two  to 
learn  these  "Active  Depositing"  techniques  them- 
selves. And  once  you  learn  Ihem,  from  that  mo- 
tnent  on,  you  will  be  able  to  exploit  every  legal 
loophole  in  the  entire  hanking  system,  including: 

How  to  get  more  than  8%  interest  per  year  as 
an  absolute  minimum,  with  hardly  any  more  work 
than  filling  out  your  deposit  slip  in  a  different 
way.  And  then  go  from  there  all  the  way  up  to  as 
much  as  19%  to  25%  in  special  situations,  for 
limited  periods! 

How  to  protect  yourself  against  the  possibility 
of  interest  rates  dropping  in  the  future.  So  you're 
guaranteed  the  high  interest  rates  available  to  you 
today,  even  if  tomorrow  your  friends  find  their 
return  on  their  savings  cut  in  half! 

How  to  make  banks  pay  interest  to  you  on 
'money  you  don't  reatly  even  have  on  deposit — on 
non-existent  money — on  money  you  have  already 
spent!  (And  the  bank  loves  you  for  it.  Because, 
no  matter  how  much  you  make,  they  make  more! 
Page  143  shows  you  how.) 

Yes,  how  you  can  even  earn  high  interest  on 
your  credit  card!  So  that  you  are  now  earning  in- 
terest on  other  people's  money — and  spending  it 
at  exactly  the  same  lime! 


Special  Warning  Section:  Two  common  mis- 
takes, that  unknowingly  trap  thousands  of  deposi- 
tors every  year,  that  could  completely  destroy 
your  savings! 

And  how  to  defer  income  tax  on  the  interest 
you  get.  Two  plans  that  offer  marvelous  tax-shel- 
tered advantages. 

And— let  us  repeat  once  again — all  completely 
protected  by  United  Stales  Government  Insuring 
Agencies!  With  no  service  charges — no  minimum 
balances — no  legal  technicalities!  Ready  to  go  to 
work  right  now  for  the  investor  with  $500 — or 
$500,000! 

t'rove  Every  Penny  Of  It  Yourself- 
EntirelyAtOurRisk! 

The  top  money  men  in  this  country — the  very 
banks  themselves  —  use  these  techniques!  Why 
shouldn't  you?  All  you  risk  to  learn  them  all  is  a 
6f  stamp  with  the  Coupon  below!  Why  not  send 
il  in — and  start  your  savings  earning  double  and 
triple  interest — 8%  to  13'/2%  or  more — TODAY! 


r-^wi.'),).-).-}L'*co«, 

31  HanM  Av«.,  D«pt.BDA-2,Freeport.  N.Y.  11520 

I MAIL  NO  RISK  COUPON  TODAY! 

JAY  NORRIS  CORP.,  31  Hanse  Ave., 
Dept.  BDA-2,Freeport,  N.Y.  11520 


Please    rush    me: 


(quantity) 


copv(;es)  of  DON'T  BANK  ON  IT.  I 
understand  the  book  is  mine  for 
$8.98  complete.  In  addition,  I  un- 
derstand that  I  may  examine  this 
book  for  a  full  30  days  entirely  at 
your  risk.  If  at  the  end  of  that  time, 
I  am  not  satisfied,  I  will  simply  re- 
turn the  book  to  you  for  every  cent 
of   my  money  back. 

Enclosed   is    D    check   or    D    money 

order   for   total    of    $ 

New   York   residents   add    sales   tax. 


Name  (print)_ 

Address 

City 

State 


_Zip_ 


D    SAVEI  Order  TWO  for  $16.00  com 
plete.   Mokes   on   ideal    gift! 


I  I 

■ ©  Jay  Norris  Corp.,  1972.—  ' 


The  Rdly  Coaster. 

Self-insurin9  your  liability  and  property 

program  can  be  great.  Until  he  strikes. 

One  month  you  have  relatively  few  claims  to  pay. 

The  next  month,  a  lot. 

Up-down.  Up-down.  Down-up. 

He  can  really  put  the  pressure  on  a  company's 

cash  flow. 


Flatten  it. 

With  a  CNA/insurance  Claims  Service 
Program. 

It  lets  you  budget  those  rough  months. 

Then  your  overall  claims  payout  can  be 
evened  out. 

And  no  more  Roily  Coaster. 

He's  just  one  way  self-insurance  can  lag 
behind  your  business. 

And  just  one  of  the  Insurance  Lags 
we  can  help  you  beat. 

Contact  your  CNA  agent.  Or  write  us. 


*■  C/VA  /insurance 


TINENIAl  INSUNAr- 


■     i:c   «i.O    III     e..V.04    i:ONllNlNl«l   r*SUAliy  (  i)      IMtRIl  UN  I  »SU»ITV  CO      I '  »TION  Al   F I  RE  I NSU  R  «NC  E  CO    OF  H»  BTFO  RD     IRANSCON        _  J"  fW/MV  •inffTOTI 
CO.    TRANSPOHIATION  INSURANCE  CO.    VAUty  FORGE  INSURANCE  CO.    VAlltV     ORGE  LIFE  INSURANCE  CO.    CNA  INVESTOR  SERVICES,  INC     <J       ^#  Vf^cilicif^i 
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Businessman  enjoying  President  Nixon's  new  prescription. 


Will  the  Medicine  Work? 


Price  and  wage  controls,  new  bu- 
reaucratic regulations,  the  surcharge 
and  a  free-floating  dollar  weren't  the 
only  bitter  medicines  U.S.  businessmen 
had  to  swallow  last  year. 

Item:  Big  business'  highly  success- 
ful investments  overseas  were  under 
attack.  This  time,  not  by  foreigners 
worried  about  the  "American  chal- 
lenge," but  by  labor  unions  at  home 
accusing  big  business  of  exporting 
jobs.  At  union  behest,  at  least  two 
congressmen  introduced  bills  that 
would  virtually  destroy  the  profitabil- 
ity of  U.S.  investments  abroad. 

Item:  Many  corporate  balance 
sheets  were  a  mess.  Long-tenn  debt  of 
U.S.  manufacturing  companies  nearly 
doubled  in  five  years,  climbing  from 
S200  billion  to  $400  billion,  while  in- 
terest charges  rose  even  faster. 

Item:  Squeezed  by  soaring  wages, 
huge  debt  costs  and  sluggish  business, 
profitability  continued  to  be  inade- 
quate. The  more  than  700  companies 
covered  in  this  Annual  Report  show 
a  median  return  on  invested  capital 
one-third  below  the  nearly  12%  of 
1966;  return  on  stockholders'  equity 
was  down  just  as  drastically. 


Item:  The  stock  market,  reflecting 
these  deep-seated  troubles,  had  its 
third  straight  bad  year.  This  hardly 
made  management's  job  any  easier. 

Item:  Perhaps  the  bitterest  med- 
icine ef  all  was  psychological.  No 
longer  was  the  dollar  supreme.  No 
longer  was  American  technological 
leadership  unchallenged.  The  very 
social  fabric  of  the  country  was  badly 
strained.  Inflation  seemed  unyielding 
to  any  known  cures. 

/s  fhe  Patient  Responding? 

And  yet,  having  swallowed  all  this 
bitter  medicine,  there  were  signs  that 
the  patient  might  be  coming  around. 

Take  foreign  trade.  Perhaps  the 
Nixon  Administration  overreacted 
with  the  surcharge  and  threats  of 
quotas;  perhaps  it  did  not.  But  the 
significant  thing  was  that  the  nation 
finally  took  seriously  the  importance 
of  selling  overseas.  Toward  the  end 
of  the  year.  President  Nixon  sent  Sec- 
i^etary  of  Commerce  Maurice  Stans  to 
the  Soviet  Union  on  what  was  frankly 
a  trade-promotion  mission.  There  was 
even  some  discussion  during  the  year 
of   a   potentially   huge   sale   of   com- 


mercial aircraft  to  Communist  China. 

The  labor  unions,  though  they  con- 
tinued to  make  big  demands,  were,  in 
fact,  becoming  more  reasonable.  Here 
and  there  they  were  making  conces- 
sions on  work  rules,  thus  making  a 
contribution  to  the  all-important  mat- 
ter of  improving  production. 

As  for  businessmen  themselves, 
they  were  trimming  payrolls,  cutting 
frills,  closing  obsolete  plants  and  cut- 
ting back  on  overambitious  expansion 
plans.  They  were  showing  a  little 
more  fight  against  excessive  wage  de- 
mands. Probably  not  since  the  late 
Fifties  had  there  been  so  much 
tightening  up. 

Writing  in  The  New  York  Times, 
columnist  James  Reston  summed  up 
the  situation:  ".  .  .  one  of  the  good 
things  about  bad  economic  news  is 
that  it  brings  men  in  power  back  to 
reality.  This  is  one  of  the  uses  of  ad- 
versity. It  compels  long-delayed 
thought  and  action;  it  strips  away 
slack  practices." 

Or  you  could  put  it  this  way:  Hav- 
ing swallowed  all  that  horrible-tast- 
ing medicine,  U.S.  business  ought  to 
start  feeling  better  very  soon.  ■ 
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Two  Ways 
To  Do  It 


"AM* 


The  Sunny  Side  of  the  Deficit 


Out  of  the  horrendous  deficits  in  the 
U.S.  balance  of  payments  over  most  of 
the  past  decade  at  least  one  cheerful 
fact  emerges:  As  against  the  dollar 
outflow,  U.S.  corporations  have  great- 
ly increased  an  asset,  an  almost  price- 
less one,  in  the  vast  and  growing  U.S. 
investment  in  overseas  business.  The 
book  value  of  U.S.  private  investment 
abroad  now  exceeds  $80  billion,  and 
estimates  of  its  real  market  value  run 
as  high  as  $150  billion.  In  1970  alone 
this  investment,  including  fees  and 
royalties,  earned  around  $11  billion. 
The  beautiful  part  is  that  these  grow- 
ing assets  no  longer  directly  suck  dol- 
lars out  of  the  U.S.;  overall,  the  for- 
eign subsidiaries  are  self-financing.  Of 
the  earnings,  $8  billion  was  remitted 
back  home  and  thus  mad(!  a  net  posi- 
tive contribution  of  $6  billion  to  the 
deficit  in  the  U.S.  balance  of  pay- 
ments. The  balance  was  reinvested 
and  will,  in  turn,  ultimately  earii  ad- 
ditional foreign  exchange  for  their 
American  owners. 

Not  surprisingU',  this  succv^  i  i- 
created  a  good  deal  of  resent jimhI. 
.Many  present-day  Japanese  and  hlu- 
ropean  businessmen  argue— as  did  the 
late  General  de  CauUe— ihat  fon  i.  ^ 
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ers  should  not  finance  the  deficit  in 
the  U.S.  balance  of  payments  at  a 
time  when  the  U.S.  is  investing  vast 
sums  of  capital  in  their  countries. 
"Bring  that  investment  money  home," 
they,  in  effect,  argue. 

Be  that  as  it  may,  these  invest- 
ments are  also  an  asset  to  the  host 
country,  creating  jobs  and  spreading 
technology  that  otherwise  might  not 
exist.  Moreover,  the  American  ways 
of  these  multinationals  have  forced 
many  foreign  companies  to  awaken 
from  a  sleep  of  decades  and  become, 
themselves,  more  aggressive. 

For  some  American  companies, 
these  investments  have  been  a  life- 
saver.  Eighty,  or  40%,  of  the  200 
largest  U.S.  companies  are  now  so 
multinational  that  they  get  25%  or 
more  of  their  profits  from  abroad— or 
have  25%  or  more  of  their  assets  over- 
seas. In  many  cases,  slumps  in  earn- 
ings and  stagnation  in  sales  at  home 
have  been  countered  by  a  rapid 
t;ro\\  th  in  profits  from  abroad. 

On  the  following  pages,  the  editors 
of  Forbes  describe  the  triumphs  and 
pratfalls,  the  successes  and  flubs,  of 
some  of  our  leading  companies  in 
buildnig  abroad. 


Once  upon  a  time,  in  the  late  Fifties, 
there  were  two  big  U.S.  corporations. 
Anaconda  Co.  and  International  Tele- 
phorie  &  Telegraph  Corp.  They  were 
very  different  companies  but  in  many 
ways  they  weren't  so  different.  Both 
•derived  the  bulk  of  their  earnings 
from  overseas  and  both  suffered  from 
a  poor  image  in  the  investment  com- 
munity. In  those  days  Wall  Street 
didn't  care  much  for  profits  earned 
outside  the  U.S.,  especially  when,  as 
was  the  case  with  both  ITT  and  An- 
aconda, a  big  part  came  from  politi- 
cally volatile  Latin  America.  In  early 
1959  the  shares  of  Anaconda  sold  for 
around  $30  while  ITT  shares  were 
closer  to  $20. 

Anaconda  and  ITT  were  early  ex- 
amples of  U.S. -controlled  multination- 
al companies. 

Anaconda's  management,  secure  in 
its  rich  earnings  from  Chilean  copper 
deposits,  decided  to  let  well  enough 
pretty  much  alone.  Its  one  big  move 
to  diversification  took  it  into  an  allied 
industry,  aluminum,  which  suffered 
from  many  of  the  same  problems 
copper  did:  huge  capital  consumption 
and  a  cyclical  demand. 

That  was  where  ITT  and  Anaconda 
veered  off  in  sharply  different  direc- 
tions. When  he  moved  into  ITT's  ex- 
ecutive suite  in  1959,  Harold  Geneen 
demanded  of  his  vice  presidents: 
Why  do  we  have  such  a  low  price/ 
earnings  ratio?  The  reply:  We're  too 
vulnerable  overseas. 

Harold  Geneen  did  not  leave  well 
enough  alone.  He  launched  an  ac- 
quisition and  external-internal  expan- 
sion campaign  that  pushed  ITT's  do- 
mestic earnings  from  20%  of  the  total 
to  around  half.  He  neglected  neither 
side  of  the  business,  however,  and 
ITT  became  truly  multinational. 
When  things  were  good  overseas, 
ITT  profited;  when  business  was  good 
at  home,  it  profited,  too.  And  in  1971, 
when  an  antitrust  consent  decree  fi- 
nally limited  Geneen's  acquisition 
splurge,  ITT  still  had  potential  over- 
seas as  well  as  at  home.  ITT  was  a 
balanced  multinational  company. 

For  all  practical  purposes  Anacon- 
da, despite  its  domestic  aluminum  ex- 
pansion, remained  what  it  had  been: 
a  U.S. -based  foreign  company,  and  its 
vulnerability  soon  became  painfully 
obvious.  First  Chile  declared  itself 
Anaconda's  partner.  Then,  in  effect, 
Chile  confiscated  the  rich  copper 
mines  on  which  the  bulk  of  Anacon- 
da's earnings  depended. 

Anaconda  has  announced  it  will  be 
in  the  red  for  1971.  It  has  suspended 
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Ford:  Vulnerable  but  Not  Helpless 


its  dividend  for  the  first  time  since 
1938.  It  has  new  top  management 
bnt  it  faces  an  uphill  fight. 

ITT  will  report  another  earnings 
gain  for  1971,  as  it  has  every  year 
since  Geneen  took  over.  Its  stock,  sell- 
ing at  about  20  in  1959,  is  around  50 
now— in  spite  of  the  bear  market.  An- 
aconda stock  is  down  to  13.  Where 
Anaconda's  stockholders  have  a  56% 
decline  in  their  capital  in  little  over 
a  decade,  ITT's  have  a  150%  gain. 

Harold  Geneen  began  by  asking; 
What  can  I  do  for  my  stockholders? 
Anaconda's  old  management  took  a 
different  attitude:  What  can  we  do? 
It's  the  nature  of  our  business. 

Yes,  Virginia,  good  management 
does  make  a  difference,  especially  in 
a  multinational  corporation.  ■ 


No  MATTER  how  multinational  a  U.S. 
company  becomes  and  no  matter  for 
how  long,  it  never  quite  ceases  being 
something  of  an  outsider.  This  can  be 
both  a  disadvantage  and  an  advan- 
tage. Consider  Ford  of  Britain. 

Ford  has  been  selling  cars  in  Brit- 
ain since  1904  and  its  wholly  owned 
(since  1911)  British  subsidiary  has 
been  one  of  the  leaders  in  the  British 
auto  industry.  It  held  28%  of  the  mar- 
ket in  1970.' 

But  1971  was  a  mess  for  British 
Ford.  At  the  end  of  January  its  50,000 
workers  struck,  and  they  stayed  out 
for  nearly  ten  weeks.  Local  disputes, 
especially  around  Liverpool,  contin- 
ued through  the  spring,  even  after 
Ford  had  conceded  a  32%  pay  in- 
crease over  two  years.  Not  even 
counting  the  pay  boosts.  Ford  lost 
$270  million  in  sales  and  65  cents  a 
share  in  parent  company  earnings  for 
the  first  six  months. 

Why  Ford?  There  is  reason  to  be- 
lieve that  British  labor  decided  that  it 
would  be  more  patriotic  to  pick  on 
big,  foreign-owned  Ford  than  on  Brit- 
ish-owned British  Leyland  Motors  or 
on  the  smaller  General  Motors  and 
Chrysler  subsidiaries.  "The  British  la- 
bor situation  is  difficult  at  all  times," 
complained  Henry  Ford  II,  "but  this 
time  they  decided  to  pick  on  us." 

Dealing  with  the  situation.  Chair- 
man Ford  was  very  much  the  blunt 
American:  "What  was  basically 
wrong,"  says  Ford,  "was  we'd  given 
up  our  management  prerogative. 
They  have  maybe  18  unions  to  a 
plant,  and  without  the  contracts  we 


have  here.  Shop  stewards  throw  their 
weight  around,  often  directing  other 
unions'  employees  as  well  as  their 
own.  .  .  .  What  was  needed  was  for 
the  superintendents  to  get  tough  and 
let  everyone  know  who  was  running 
the  plants." 

Ford  made  his  point,  but  he  wasn't 
thanked  for  it.  Demonstrating  in  the 
streets,  militant  workers  chanted:  "Go 
home,  Henry."  Nor  did  the  newly  in- 
stalled Conservative  government  give 
the  tough-talking  American  much 
backing.  After  the  strike,  Ford  sales 
picked  up  slowly,  partly  because  some 
Britishers  apparently  resented  Henry's 
tough  talk. 

It  would  be  naive  to  doubt  that 
Ford's  American  parentage  had  made 
it  vulnerable.  But  it  would  be  equally 
naive  to  think  that  Ford  was  totally 
defenseless.  As  a  multinational  com- 
pany, it  has  an  option  few  one-coun- 
try companies  have:  It  can  pick  up 
its  marbles  and  go  elsewhere.  Ford 
didn't  exactly  do  that,  but  it  did  pull 
some  of  its  marbles  out.  Henry  openly 
implied  there  might  be  a  moratorium 
on  further  Ford  expansion  in  England: 
"We'll  sure  be  careful  about  how  we 
handle  capital  expenditures  from  now 
on."  Even  though  Ford  could  still  build 
engines  for  the  subcompact  Pinto  $22 
cheaper  in  England,  he  decided  to 
shift  production  back  home  to  Ohio; 
the  Pinto  would  be  an  all-American 
make,  not  a  multinational  runabout. 

So  Ford  made  his  point:  Multina- 
tional companies  are  vulnerable,  but 
not  helpless.  In  fact.  Ford's  hand  may 
be  strengthened  if  Britain  finally  joins 
the  Common  Market.  British  Ford  is 
strong  in  intermediate-sized  trucks 
and  has  an  excellent  chance  of  taking 
over  the  Continental  market  once  tar- 
iffs come  down.  But  British  labor  may 
blow  the  chance  if  it  continues  to  ha- 
rass Henry. 

After  all,  there's  also  a  Ford  of  Ger- 
many, and  Ford  of.  .  . 


IBM:  A  Corporate  United  Nations? 


Internationally,  there  is  just  no 
way  for  International  Business  Ma- 
chines Corp.  to  keep  a  low  profile. 
How  could  it?  IBM  is  almost  as  domi- 
nant abroad  as  in  the  U.S.,  holding 
over  60%  of  the  overseas  market,  vs. 
70%  in  the  U.S.  Netting  $512  million 
after  taxes  in  1970,  IBM's  World 
Trade  Corp.  subsidiary  ranked  second 
only  to  the  Royal  Dutch /Shell  Group 
as  the  biggest  profit  maker  in  the 
world  outside  the  U.S. 

Just  as  it  must  live  with  the  shadow 
of  antitrust  within  the  U.S.,  IBM  must 
live  with  the  shadow  of  economic  na- 
tionalism outside.  Jacques  G.  Maison- 
rouge,  the  Frenchman  who  heads 
World  Trade,  faced  the  problem 
squarely  when  he  said:  "There  is  a 
reaction  in  some  countries  ...  in  Ja- 
pan, the  U.K.,  Germany,  France,  Can- 
ada against  the  power  of  a  multina- 
tional company,  particularly  if  that 
company  is  of  American  origin.  It  is  a 
very  strong  movement.  We  don't  want 
to  underestimate  it  in  our  plans." 

IBM  faces  the  problem  head  on.  It 
so  far  has  refused  to  camouflage  it- 
self by  selling  pieces  of  its  various  na- 
tional operations  to  citizens  of  the  in- 
dividual counliies.  Instead  it  has 
worked  hard  to  show  what  a  truly 
multinational  comp;aiy  can  do— not 
only  for  its  own  stockholders  but  also 
for  the  countries  it  serves. 

In  pursuit  of  this  objective,  World 
Trade  has  become  a  kind  of  corporate 
United  Nations  Its  French  boss  is  no 
mere  figurehead,  and  almost  every 
one  of  its  operatic!-.:;  is  run  bv  na 
fionals  of  the  coui.'  '  "1,., 

nationals.     Local    en., 
fully   ()i)served.    In    th, 
ban  on  alcoholic  bevc; 
ny  property  remains;  iii 
is  served  in  the  compaiu 

Win   IBM's  resistance  d 
cal    subsidiaries    partially    at. 
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cause  that  might  vitiate  one  of  the 
greatest  benefits  of  multinationality: 
the  manufacturing  and  technological 
flexibility  it  brings.  Instead  of  having 
each  of  its  13  European  plants  turn- 
ing out  a  complete  product  line,  as 
the  host  government  might  prefer, 
IBM    makes    its    decisions    on    purely 


economic  considerations.  Within  a 
computer  system  the  central  process- 
ing unit  might  come  from  the  U.K., 
the  disk  drives  from  Germany  and 
the  printers  from  Sweden.  Plants  are 
distributed  throughout  most  of  the 
major  industrialized  countries.  Each 
exports  to  all  the  others.  And  each 
imports  from  the  rest. 

Overall,  the  system  is  far  more  effi- 
cient than  if  each  company  had  to 
conform  to  the  strictures  of  economic 
nationalism.  Not  only  is  the  system 
more  efficient  for  everybody  con- 
cerned, it  also  goes  far  toward  spread- 
ing both  technological  and  manageri- 
al skills.  In  fact,  there  are  some  signs 
that  IBM  may  soon  have  to  do  with 
the  parent  company  what  it  has  al- 
ready done  with  World  Trade:  take 
more  and  more  non-Americans  into 
its  top  management. 

For  IBM  it  has  one  other  advan- 
tage. It  means  it  is  not  dependent  on 
any  single  country.  If  it  gets  pushed 
around  by  a  government,  it  can  leave. 

Is  IBM's  one-world  approach  work- 
ing? Well,  there  are  setbacks  from 
time  to  time.  For  example,  France  and 
the  U.K.  subsidize  their  own  computer 
companies.   And   a  number   of  coun- 


Xerox:  Shortcut 

While  joint  ventures  have  been 
used  increasingly  by  U.S.  companies 
in  pushing  abroad,  Americans  have 
tended  to  go  it  alone,  to  be  their  own 
boss.  Xerox,  however,  deliberately 
chose  the  joint-venture  route.  It  was 
a  resounding  success.  Xerox  got  a 
third  of  its  net— an  estimated  $70  mil- 
lion last  year— from  overseas,  most 
from  51%-owned  Rank-Xerox  Ltd. 

Actually,  Xerox  made  a  virtue  of 
necessity.  In  the  late  Fifties  it  was  a 
little  company  with  big  prospects.  It 
needed  every  cent  it  could  scrape  to- 
gether for  its  domestic  operations.  It 
could  have  followed  the  usual  pat- 
tern and  waited  until  it  had  accumu- 
lated enough  profits  and  capital  to  go 
abroad.  But  that  might  have  taken 
six  to  eight  years.  By  then  more  mus- 
cular competitors  might  have  dom- 
inated the  foreign  markets  for  oflRce 
copying  machines. 

As  early  as  1956  Xerox  pioneer 
Joseph  C.  Wilson  (who  died  sudden- 
ly late  last  November)  traveled  to  Eu- 
rope looking  for  a  partner.  He  had 
with  him  a  laboratory  model  of  his 
copier  and  he  talked  to  40  different 
fireign  companies,  but  none  were  in- 
terested in  backing  him.  Then  John  Da- 
M.s.  chaiiman  of  Britain's  Rank  Or- 
ganisation, lecognized  the  possibilities 
'n  selling  Xerox'  truly  unique  copiers. 
Raiik,  through  its  worldwide  leisure 
and    en;  rtainment    operations,    was 
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tries  encourage  government-support- 
ed industries— utilities,  defense,  edu- 
cation—to buy  from  their  national 
computer  companies.  In  the  press  and 
among  politicians  there  is  often  a 
great  deal  of  grumbling  about  a  U.S.- 
controUed  company  dominating  the 
nation's  computer  technology. 

By  and  large,  however,  IBM's  over- 
seas policies  have  been  well  vindicat- 
ed. Witness  its  continuing  dominance 
of  the  computer  business  abroad.  Ap- 
parentK-  most  countries  feel  that  the 
skills  and  techniques  that  IBM  can 
bring  them  are  more  important  than 
the  satisfaction  of  having  their  own 
computer  companies.  Where  IBM  dif- 
fers from  mining,  say,  or  from  auto- 
mobile companies  {see  "Ford:  Vulner- 
able hut  Not  Helpless")  is  that  its 
skills  and  techniques  are  far  less  easi- 
ly duplicated.  Whether  other  coun- 
tries will  always  feel  this  way  is  an 
open  question,  but  for  now  at  least 
IBM's  multinationalism  flourishes. 

It  flourishes  not  only  because  IBM 
got  there  first  and  because  it  is  big 
and  powerful,  but  because  it  is  ren- 
dering a  service  that  could  not  be  as 
well  performed  by  a  different  kind 
of  company.   ■ 


marketing-  and  distribution-oriented. 
He  agreed  to  put  $1.5  million  into  a 
joint  venture  called  Rank-Xerox,  pro- 
vided Xerox  could  get  its  machines 
into  mass  production.  Xerox,  after  a 
certain  point,  would  get  two-thirds  of 
the  profits.  Rank  one-third;  but  they 
would  share  the  voting  stock  50-50. 

Xerox  did  grow  with  astounding 
swiftness  after  1959,  and  the  rest  is 
history.  At  the  same  time  it  was  build- 
ing a  $l-billion-plus  copier  business 
in  the  U.S.,  Rank-Xerox  grew  at  an 
equally  incredible  clip  overseas;  al- 
most $500  million  in  revenues. 

Two  years  ago,  things  were  going 
so  well  that  Xerox  was  able  to  get 
the  original  deal  revised.  Under  the 
revision,  voting  control,  51%,  was 
shifted  to  Xerox.  Rank-Xerox  also 
agreed  to  take  on  other  Xerox  prod- 
ucts, thus  shouldering  some  of  the 
risks  of  Xerox'  move  into  computers. 
And  Xerox  itself  would  get  back  the 
exclusive  rights  to  sell  its  own  copiers 
in  Latin  America. 

Even  with  the  revision  Rank  has 
reaped  fantastic  profits  from  its  far- 
sighted  investment. 

It  has  been  good  for  Xerox,  too. 
"I  suspect,"  says  Nigel  Foulkes,  a  for- 
mer managing  director  of  Rank-Xerox, 
"that  the  British  understanding  of  the 
foreign  mind  has  been  a  strong  factor 
in  cultivating  the  foreign  market  for 
Xerox."  But  the  real  payoff  for  Xerox 
was  the  years  it  saved  in  not  having 
to  wait  until  its  nest  egg  was  bigger.  ■ 


Caterpillar:  Virtue  Unrewarded? 


If  free  tr.^de  falls  victim  to  the  Nix- 
on surtax  and  the  international  eco- 
nomic crisis.  Caterpillar  Tractor  will 
be  one  of  the  worst  sufferers:  Cater- 
pillar made  a  bit  over  half  of  its  sales 
last  year  to  foreign  customers.  Unlike 
many  U.S.  multinational  companies, 
however,  the  bulk  of  the  equipment 
that  Caterpillar  sells  overseas  is  not 
produced  there;  it  builds  most  of  its 
products  in  the  U.S.  Out  of  $1  billion 
worth  of  equipment  that  was  sold  to 
foreigners  in  1970,  $700  million  worth 
was  made  in  the  U.S.,  providing  tens 
of  thousands  of  jobs  in  Peoria,  111. 
and  elsewhere.  Thus  Caterpillar  has 
sought  to  overcome  high  American  la- 
bor costs  with  a  truly  impressive  man- 
ufacturing efficiency. 

Caterpillar  does  have  foreign 
plants:  19  of  them,  plus  joint  ventures 
in  Japan  (with  Mitsubishi)  and  In- 
dia. But  these  plants,  which  account 
for  a  bit  more  than  15%  of  total  pro- 
duction in  dollars,  rarely  build  whole 
vehicles.  Mostly  Caterpillar  assembles 


abroad  and  builds  some  subassem- 
blies. This  is  good  for  the  U.S.,  of 
course,  and  it  fits  in  well  with  Cater- 
pillar's basic  conservatism;  its  execu- 
tives feel  more  secure  with  assets  pro- 
tected by  the  U.S.  flag. 

Soaring  labor  costs,  however,  have 
been  undermining  this  commendable 
policy.  In  the  past  five  years.  Caterpil- 
lar's labor  costs  in  the  U.S.  have  been 
increasing  much  faster  than  sales,  and 
this  has  squeezed  operating  income 
from  nearly  25  cents  on  the  sales  dol- 
lar to  under  20  cents.  It  has  also  made 
Caterpillar  vulnerable  to  price  com- 
petition, especially  from  Italy's  Fiat 
and  Japan's  Komatsu,  who  have  been 
able  to  undercut  Caterpillar's  prices 
in  some  markets  by  as  much  as  20%  in 
the  last  year  or  two. 

Caterpillar  is  suffering  because  it 
bet  too  heavily  that  U.S.  labor  would 
be  reasonable  and  that  world  trade 
would  continue  its  trend  toward  great- 
er freedom.  It  may  be  a  case  of  lieinc 
wrong  but  for  the  right  motives.  ■ 
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Three  Pioneers 

A  GOOD  MANY  shrcwd  Yankee  busi- 
nessmen saw  the  possibilities  in  over- 
seas markets  years  ago.  Outfits  like 
Singer,  International  Harvester,  Coca- 
Cola,  International  Business  Ma- 
chines, Caterpillar  and  Eastman  Ko- 
dak established  solid  positions  abroad 
long  before  it  became  the  thing  to  do. 
They  reaped  the  rewards  of  pioneer- 
ing, but  some  learned  that  staying  on 
top  is  as  tough  overseas  as  at  home. 

Take  the  varying  fortunes  of  three 
of  the  overseas  pioneers:  First  Nation- 
al City  Bank,  H.J.  Heinz  and  F.W. 
Woolworth.  Together  they  have  more 
than  a  century  and  a  half  of  interna- 
tional experience.  As  recently  as  ten 
years  ago,  all  three  were  prospering 
abroad.  But  only  First  National  City 
continued  to  prosper,  with  40%  of  its 
earnings  coming  from  abroad,  vs.  17% 
in  1960.  As  for  the  other  two  com- 
panies, Heinz  stagnated  overseas  dur- 
ing the  mid-Sixties  and  only  recently 
has  begun  to  recover.  Woolworth  still 
is  stumbling. 

The  diflFerence  is  how  these  com- 
panies reacted,  or  failed  to  react, 
when  U.S.  competitors  joined  them 
overseas  and  foreign  companies  rose 
to  meet  their  challenge. 

First  National  City's  entree  over- 
seas was  the  banking  services  it  could 
offer  to  U.S.  companies  doing  business 
there.  But  as  other  U.S.  banks  began 
supplying  these  services,  too.  Citibank 
branched  out  and  offered  services  to 
foreign-based  companies  that  their 
own  bankers  wouldn't,  or  couldn't 
provide— for  example,  negotiable  cer- 
tificates of  deposit  and  computerized 
cash  flow  analyses.  As  the  competition 
continued  to  grow,  both  from  other 
U.S.  banks  and  foreign  banks,  Citi- 
bank moved  beyond  commercial  bank 
services  into  merchant  banking,  fac- 
toring, computer  leasing  and  invest- 
ment banking. 

Heinz,  on  the  other  hand,  grew 
complacent.  For  years  its  foreign  prof- 
its comfortably  exceeded  its  weak- 
ened domestic  results,  and  75%-80%  of 
those  profits  came  from  its  British  op- 
eration. In  eight  major  food  products 
in  Britain  (including  soup,  baby  food 
and  baked  beans) ,  Heinz  had  between 
50%  and  85%  of  the  market.  But  it  be- 
came increasingly  clifBcult  to  squeeze 
any  more  than  m'^  U,'  erowth  out  of 
them.      Heinz        >  ,  \ave     been 

branching  out. 

The  result:  Profit'  :•  ■■■ted  for 
several  years  am'  nulli- 

fy  a   recovery   in  •  '-< 

In  1969  CEO  R.  Hi. 
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ly  rapidly  made  several  acquisitions, 
including  Fisons  Foods,  and  brought 
out  new  products  like  a  line  of  milk- 
based  canned  deserts  and  canned 
beefburgers.  Profits  responded  smart- 
ly, going  up  21%  in  1970,  and  con- 
tinued to  improve  in  1971. 

Woolworth,  which  also  became  ac- 
customed to  a  big  earnings  cushion 
overseas,  woke  up  very  late.  It  took  an 
abortive  takeover  attempt  at  its  53%- 
owned  British  subsidiary  chain  in  1970 
to  shake  the  company's  U.S.  manage- 
ment out  of  its  complacency.  By  then 
its  profits  from  Britain  were  down  25%. 
Again,  the  problem  was  a  failure  to 
keep  up  with  its  competition.  Wool- 
worth's  British  chain  was  slow  in  con- 
verting to  self-service  stores  and  late 
in  entering  the  discount  field.  It  large- 
ly ignored  profitable  private-label 
merchandise,  and  its  stores  were  lo- 
cated in  older  areas  that  were  no 
longer  major  markets.  Only  lately  has 
Woolworth  begun  to  dig  itself  out  in 
Britain,  but  if  any  worthwhile  recov- 
ery is  in  prospect,  it  is  still  several 
years  away. 

Both  Heinz  and  Woolworth  seemed 
>low  to  recognize  the  world  was  be- 
coming more  competitive  even  as  it 
hcc-anu  one  in  tastes  and  habits.  ■ 


Shell:  American, 
British  or  Dutch? 

Shell  Oil  Co.  is  the  70%-owned  U.S. 
arm  of  Royal  Dutch/ Shell,  the  $10.5- 
billion  British-Dutch  oil  empire.  The 
men  in  London  and  The  Hague  have 
never  forgotten  the  days  when  their 
Standard  Oil  competitors  used  to  re- 
fer to  Shell  as  "the  yellow  peril," 
drawing  on  the  color  of  its  horse- 
drawn  wagons  to  suggest  that  Shell 
was  an  oriental,  or  at  least  a  very  for- 
eign, invader.  Shell  now  goes  out  of 
its  way  to  look  and  act  like  a  red- 
blooded  American.  It  likes  to  point 
out  that  of  nearly  $5  billion  in  prof- 
its over  the  past  decade,  Shell  has 
paid  only  $800  million  net  in  divi- 
dends to  the  parent. 

Is  Shell  British?  Dutch?  American? 
Actually  it  is  very  multinational.  Un- 
til 1970  a  former  Shell  president,  an 
American,  Monroe  Spaght,  was  one  of 
Royal  Dutch's  top  men,  a  managing 
director.  His  place  has  now  been  taken 
by  an  Englishman,  Sir  David  Barran, 
but  the  emphasis  on  the  multination- 
ality  of  management  remains.  Talking 
to  Forbes  recently,  Sir  David  said: 
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"If  individual  companies  within  oui 
group  are  alvv  ays  going  to  breed  their 
own  top  staff,  the  purpose  of  belong- 
ing to  a  multinational  organization  is 
lost."  The  purpose,  as  Royal  Dutch 
sees  it,  is  to  facilitate  communication 
and  control  in  a  diverse  and  far-flung 
enterprise. 

Sir  David  said  his  company  learned 
the  importance  of  this  kind  of  cross- 
breeding of  personnel  the  hard  way. 
After  World  War  II,  the  Royal 
Dutch /Shell  empire  was  a  group  of 
nearly  independent  satrapies,  each 
going  its  own  way  and  spending  mon- 
ey pretty  much  as  each  saw  fit.  "With- 
out putting  too  fine  a  point  on  it,"  he 
said,  "we  blood\-  near  ran  ourselves 
into  bankruptcy." 

To  break  down  the  barriers  and  to 
facilitate  communications  with  a  min- 
imum of  formality,  the  Royal  Dutch/ 
Shell  Group  became  one  of  the  first 
major  enterprises  to  move  men  freely 
from  one  national  affiliate  to  another. 
Sir  David  himself  is  a  prime  example. 
He  joined  the  Group  in  1934  and,  af- 
ter various  foreign  tours,  in  1958  was 
made  president  of  Asiatic  Petroleum 
in  New  York,  the  Group's  U.S.  mar- 
keting arm.  In  1961  Sir  David  became 
managing  director  of  Shell  Interna- 
tional Petroleum  Co.  Ltd.,  and  in 
1970  was  made  chairman  of  Shell  Oil 
(USA).  Then  in  1971  he  was  ap- 
pointed managing  director  of  a  par- 
ent holding  company.  Shell  Transport 
&  Trading  Co.  Ltd.   '■ 


Rohm  &  Haas: 
New  Pathway 

If  you  are  an  ambitious  young  ex- 
ecutive looking  for  a  pathway  to  the 
top  of  your  company,  don't  ignore  the 
international  side  of  the  business.  If 
it  once  was  a  pleasant  backwater,  it 
is  today  very  much  in  the  mainstream. 
There's  a  trend  to  filling  the  top  job 
from  the  international  side. 

The  trend  is  especially  noticeable 
among  the  big  chemical  companies 
which  have  gone  multinational  with 
a. vengeance  in  recent  years.  At  Union 
Carbide,  which  gets  almost  $900  mil- 
lion of  its  $3-billion  sales  volume 
from  overseas,  F.  Perry  Wilson  was 
made  chairman  and  chief  executive 
officer  in  1971  after  16  years  in  its 
international  operations.  Dow  Chemi- 
cal's new  president,  C.  Benson 
Branch,  came  from  the  international 
side  of  the  company  (which  contrib- 
utes A0%  of  sales  and  45%  of  profits). 
Monsanto  recently  named  its  four  top- 
ranking  international  executives  to  its 
board  of  directors. 

Typical  of  the  international- 
spawned  breed  CEO  is  48-year-old 
Vincent  L.  Gregoiy  of  Philadelphia- 
based  Rohm  &  Haas.  Late  in  1970 
Gregory  was  promoted  from  his  No. 
Two  spot  in  R&H's  international  op- 
erations, over  the  heads  of  several 
other  men  close  to  retirement  age  (in- 
cluding his  boss),  to  become  the  first 
CEO  who  is  neither  a  Rohm  nor  a 
Haas.  Gregory,  who  accomplished  the 
uimsual  feat  of  graduating  from  both 
Princeton  and  the  Harvard  Business 
School  a  week  apart  in  1949,  went 
right  to  work  for  R&H  and  in  1952 
began  18  years  in  its  then  small  over- 
seas basiness. 

Why  should  a  man  whose  back- 
ground is  almost  entirely  in  foreign 
operations  be  made  president  of  a 
company  that  still  gets  70%  of  its  busi- 
ness in  the  U.S.?  First  and  foremost, 
because  of  his  excellent  record.  With 
Gregory  playing  an  increasingly  cen- 
tral role,  R&H's  international  volume 
has  soared  from  $22  million  in  1959 
to  around  $160  million  last  year. 
Without  the  resulting  foreign  profits, 
the  company's  overall  earnings  would 
have  taken  a  very  serious  beating.  In 
1970  Rohm  &  Haas  barely  earned  $2 
million  more  than  it  did  in  1959 
($25.4  million  vs.  $23.2  million)  on 
twice  as  much  sales  volume  ($445 
million  vs.  $216  million).  Without  an 
estimated  $5-million-plus  profit  con- 
•tribution  from  overseas,  the  picture 
would  have  been  far  worse. 

"I  think  a  company's  international 
operations  are  the  best  possible  train- 
ing ground  for  future  executive  ofii- 


Gregory  of  Rohm  &  Haas 

cers,"  says  Gregory.  "The  foreign  sub- 
sidiaries normally  are  smaller,  and  that 
makes  it  easier  for  a  man  to  obtain  ex- 
perience in  all  the  various  phases  of 
the  business.  He  gets  more  opportuni- 
ty for  decision-making  than  at  a  simi- 
lar stage  of  development  in  larger 
U.S.  operations.  And,  since  business 
is  generally  more  competitive  than  in 
the  U.S.,  a  man  on  the  international 
side  of  a  company  gets  more  exposure 
to  stiff  competition." 

Increasingly,  there  is  another  rea- 
son for  having  a  CEO  seasoned 
abroad,  particularly  for  the  chemical 
companies.  Until  recently,  overseas 
markets  have  been  a  fairly  lush  source 
of  volume  and  profit.  Now,  however, 
the  European  market,  which  accounts 
for  over  25%  of  worldwide  chemical 
sales,  has  become  quite  crowded. 
Price-cutting  has  become  equally 
troublesome  there.  Having  a  man  as 
CEO  who  understands  multinational 
operations  is  fast  becoming  a  neces- 
sity as  well  as  a  virtue. 

Alas  for  ambitious  Americans,  the 
knife  cuts  both  ways.  If  companies 
can  bring  U.S.  nationals  home  to  sit 
in  the  executive  suite,  they  can  also 
bring  foreigners  in  for  the  same  pur- 
pose. In  the  chemical  industry,  Dow 
has  just  named  an  Italian,  a  Canadian 
and  a  Hungarian-bom  naturalized  Ca- 
nadian to  its  board.  H.J.  Heinz  has 
moved  a  bright  young  Irishman,  35- 
year-old  Anthony  O'Reilly,  from  its 
British  operations  to  Pittsburgh  to 
head  up  the  biggest  operating  divi- 
sion. And  early  last  year  Merck  &  Co. 
promoted  its  Dutch-born  former  chief 
of  foreign  operations.  Dr.  Antonie  T. 
Knoppers,  now  in  the  U.S.,  to  become 
president  of  the  company.   ■ 
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all  around  the  world. 


Tools  multiply  the  productivity  of  man. 
They  lighten  his  load,  reduce  his 
drudgery,  increase  his  earning  power 
and  improve  his  standard  of  living. 
Putting  labor-aiding  tools  into  men's 
hands  is  Ingersoll-Rand's  job— all 
over  the  world. 

Our  tools  are  many  and  varied.  They 
range  from  air  powered  impact 
wrenches  to  automated  assembly 
machines  as  long  as  a  football  field  — 
from  rock  drills  to  tunneling  machines, 
air  compressors  to  gas  turbines, 
pumps  to  condensers,  rolling  bearings  i 
to  weaving  needles,  paper  machinery 
to  plastics  presses.  But  wherever  in  the 
world  they  are  used,  their  purpose  is 
the  same— to  increase  productivity 
and  make  man-hours  worth  more 
to  everyone. 

For  further  information,  write  for 
"Serving  the  World's  Industries," 
Form  715.  Ingersoll-Rand,  Woodcliff 
Lake,  N.J.  07675 

Construction  of  new  Swedish  Parliament 
building  in  downtown  Stockholm. 
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It's  not  exactly  that  figures  lie.  It's  just  that,  by  itself,  any 
single  figure  can  be  highly  misleading;  it  is  the  patterns 
and  the  trends  that  really  tell  the  story.  This  is  why  this 
issue  of  Forbes— our  24th  Annual  Report  on  American  In- 
dustry—is jam-packed  with  statistics.  For  most  companies, 
the  whole  story  is  probably  there.  The  trick  is  ktiovving 
what  statistics  to  single  out,  combine,  relate  or  ignore  in 
getting  an  accurate  picture  of  any  particular  company. 


There  are  727  companies  in  our  compilation  this  year, 
nearly  75  more  than  a  year  ago,  and  we've  ranked  them 
several  ways  for  the  reader's  ease  of  reference. 

Beginning  on  this  page,  we've  ordered  them  alphabeti- 
cally. So  pick  out  a  company  that  interests  you,  and  you'll 
find  it  ranked  by  its  profitability,  then  by  its  growth,  and 
finally  by  its  market  value.  Wonder  how  it  compares  with 
its  colleagues  and  competitors  in  its  own  industry?  The 
page  number  of  the  industry  survey  in  the  final  column 
tells  you  where  to  look. 

But  that  isn't  all.  Move  on  to  the  profitability  section, 
and  you'll  find  our  727  companies  ranked  not  only  by  their 
return  on  equity,  but  by  their  return  on  capital  as  well. 
Both  are  essential  Yardsticks.  Return  on  capital  primarily 
tends  to  reflect  the  inherent  profitability  of  a  given  business. 
Return  on  equity  reflects  this  in  part  but  reflects,  too,  the 
degree  of  capital  leverage  that  management  is  using— for 
better  or  for  worse.  Like  the  growth  figures,  these  are 
averages  drawn  from  the  results  of  the  last  five  years.  We 
also  show  the  results  of  the  latest  12  months. 

After  this,  on  page  64,  come  the  market  value  rankings, 
which  include  stock  market  statistics  and,  for  the  first  time, 
the  debt/ equity  ratio.  And  finally  there  are  the  industry 
surveys.  In  these  surveys  the  727  largest  U.S.  companies 
are  ranked  in  order  of  their  standing  within  their  particular 
industries.  Taken  together,  these  figures  probably  provide 
the  tools  for  as  accurate  a  fix  on  the  state  of  any  individual 
company  as  you'll  find  anywhere.  ■ 
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American  Bakeries 

678 

631 

575 

156 

Arlan's  Dept  Stores 

478 

664 

689 

190 

Amer  Beef  Packers 

73 

S* 

'■"'■ 

192 

Arlen  Realty  &  Devel 
Armco  Steel 

590 

604 

** 
572 

190 

American  Brands 

194 

183 

m 

160 

102 

Am  Broadcasting  Cos 

504 

502 

470 

174 

Armour-Dial 

46 

159 

382 

160 

American  Can 

462 

546 

595 

178 

Armstrong  Cork 

520 

519 

178 

113 

Amer  Chain  &  Cable 

642 

616 

625 

162 

Ashland  Oil 

216 

560 

574 

138 

American  Cyanamid 

321 

448 

436 

106, 160 

Associated  Dry  Goods 
Atlantic  Richfield 

313 
548 

321 
299 

227 
268 

190 

Amer  Electric  Power 

270 

252 

577 

169 

138 

Amer  Export  Industs 

706 

664 

708 

186 

A-T-0 

241 

597 

693 

127 

American  Express 

279 

45 

36 

95 

Avco 

425 

619 

605 

95, 127 

American  General  Ins 

520 

179 

506 

95 

Avnet 

16 

302 

295 

116 

Amer  Home  Products 

5 

150 

121 

160 

Avon  Products 

2 

78 

92 

160, 190 

PROFITABILITY:  5-Yeaf  Refurr 

on  Equity 

GROWTH 

:  SYear  Annu 

al  Earnings  Per  Sha 

re  Growth.        STOCK  MARKET:  5-Y 

ear  Price  Gain 
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Where  to  Find  a  Company 


-  Rank 

Growth 

Industiy 
Survey 
Page 

Company 

-  Rank 

Growth 

''■■ 

Industiy 

Company 

r 

Profitability 

Stock  Market 

r 

Profitability 

Stock  Market 

Survey 
Page 

Babcock  &  Wilcox 

612 

573 

519 

162 

Chubb 

589 

118 

183 

95 

Baltimore  Gas  &  Elec 

294 

242 

477 

169 

Cincinnati  Gas  &  El 

210 

312 

499 

169 

Bangor  Punta 

700 

659 

691 

127 

Cincinnati  Miiacron 

■       445 

657 

419 

162 

BankAmerica  Corp 

249 

130 

240 

93 

CIT  Financial 

271 

228 

192 

95 

Bank  of  New  York 

189 

173 

430 

93 

Cities  Service 

426 

416 

466 

138 

Bankers  Trust  N  Y 

388 

149 

479 

93 

City  Investing 

228 

9 

181 

127 

Baza'r 

408 

605 

485 

191 

City  Stores 

689 

664 

672 

190 

Beatrice  Foods 

139 

200 

218 

156 

Clark  Equipment 

132 

366 

130 

151 

Becton,  Dickinson 

181 

157 

395 

160 

Clark  Oil  &  Refining 

68 

588 

289 

138 

Beech  Aircraft 

459 

571 

471 

183 

Cleveland  Elec  Ilium 

245 

275 

514 

169 

Bell  &  Howell 

413 

350 

454 

160, 174 

Cluett,  Peabody 

415 

587 

338      i 

159 

Bemis 

540 

532 

416 

178 

CNA  Financial 

562 

136 

135 

95 

Bendix 

467 

481 

349 

125,  183 

Coastal  States  Gas 

48 

96 

32 

170 

Beneficial  Corp 

144 

217 

207 

95,  190 

Coca-Cola 

11 

52 

97 

156 

Bergen  Brunswig 

603 

653 

248 

192 

Colgate-Palmolive 
Collins  &  Aikman 

277 
110 

182 
112 

152 
22 

160 

Bethlehem  Steel 

607 

523 

482 

102 

159 

Black  &  Decker 

70 

144 

60 

113, 154 

Collins  Radio 

579 

664 

707 

116, 183 

Blue  Bell 

171 

82 

208 

159 

Colonial  Stores 

300 

229 

203 

191 

Boeing 

634 

638 

704 

183 

Colt  Industries 

690 

585 

532 

102, 162 

Bohack 

683 
675 

707 
661 

151 

557 

191 
113, 178 

CBS 

123 

476 

545 

174 

Boise  Cascade 

Columbia  Gas  System 

370 

266 

358 

170 

Borden 

513 

445 

503 

156 

Columbia  Pictures 

505 

664 

635 

174 

Borg-Warner 

497 

427 

247 

125,  151 

Combined  Insurance 

12 

72 

198 

95 

Borman's 

452 

664 

634 

191 

Combustion  Engine 

249 

203 

91 

162 

Boston  Edison 

455 

230 

478 

169 

Commercial  Metals 

290 

579 

596 

101 

Braniff  Airways 

581 

569 

602 

187 

Commonwealth  Edison 

325 

387 

579 

169 

Bristol-Myers 

25 

147 

369 

160 

Commonwealth  Oil  Ref 

156 

432 

597 

138 

Broadway-Hale 

345 

337 

134 

190 

Comsat 

664 

4 

315 

169 

Brown  Company 

704 

66 

684 

178 

Conagra 

226 

365 

385 

192 

iBrown  Shoe 

215 

383 

370 

159 

Cone  Mills 

685 

538 

452 

159 

iSrunswick 

526 

-■5:S 

16 

127, 174     : 

Conill 

421 

210 

399       '■ 

93 

Budd 

695 

664 

481 

151 

Connecticut  General 

546 

451 

283 

95 

Bunker-Ramo 

646 

63 

690 

116 

Consolidated  Edison 

544 

397 

533              ; 

169 

Burlington  Industs 

420 

582 

447 

159 

Consolidated  Foods 

193 

137 

213 

156 

Burlington  Northern 

697 

555 

•■■■" 

186 

Consolidated  Freight 
Con  Natural  Gas 

54 
512 

126 
307 

50 

414       1 

186 

Burroughs 

129 

42 

55 

144 

170 

C&O/B&O  Railroads 

669 

436 

555 

186 

Consumers  Power 

471 

403 

622 

169 

Cabot 

508 

125 

167 

106 

Continental  Air  Lines 

540 

629 

553 

187 

Campbell  Soup 

310 

284 

420 

156 

Continental  Can 

285 

391 

406 

178 

Campbell  Taggart 

246 

258 

76 

156 

Continental  Corp 

654 

80 

543 

95 

Cannon  Mills 

573 

485 

353 

159 

Continental  Oil 

377 

244 

544 

138 

:Carborundum 

485 

438 

341 

163 

Continental  Tel 

179 

201 

547 

169 

Carnation 

135 

92 

75 

156 

Control  Data 

673 

611 

363 

95,  144 

Carolina  Power  &  Lt 

458 

484 

644 

169 

Cook  United 

77 

373 

222 

191 

Carrier 

384 

283 

116       , 

162 

Cooper  Industries 

195 

591 

524 

162 

Carson  Pirie  Scott 

572 

593 

501 

190 

Corning  Glass 

188 

505 

629 

116 

Castle  &  Cooke 

606 

614 

359 

156 

CPC  International 

202 

437 

612 

156 

Caterpillar 

153 

434 

332 

151 

Crane 

620 

417 

325 

162 

Celanese 

416 

524 

231 

106 

Crocker  National 

298 

103 

432 

93 

Central  &  Southwest 

316 

223 

434 

169 

Crowell-Colt  &  Macm 
Crown  Cork  &  Seal 

577 
131 

599 
104 

628 
139 

174 

Central  Soya 

384 

313 

473 

192 

178 

Cerro 

517 

646 

685 

101 

Crown  Zellerbach 

489 

531 

441 

178 

Certain-teed  Prods 

595 

31 

46 

113 

Crum  &  Forster 

650 

73 

67 

95 

Cessna  Aircraft 

199 

578 

323 

183 

Cummins  Engine 

344 

168 

133 

151 

Champion  Spark  Plug 

37 

162 

106 

151 

Curtiss-Wright 
Cutler-Hammer 

675 
558 

664 
507 

513 
516 

183 

Charter  N  ¥  Cop 

456 

318 

448 

93 

116 

Chase  Manhattan 

382 

156 

286 

93 

Cyclops 

641 

603 

551 

102 

Chemet'on 

603 

651 

668 

106 

Cyprus  Mines 

171 

90 

202 

101 

Chemical  New  York 

438 

153 

360 

93 

Dan  River 

697 

664 

687 

159 

Chesebrough-Pond's 

20 

154 

147 

160 

Dana 

238 

456 

184 

151 

Chi  Bridge  &  Iron 

309 

83 

48 

163 

Daniel  International 

302 

5 

«4 

163 

Chi  Milw  St  P  &  Pac 

708 

664 

701 

186 

Dart  Industries 

286 

329 

125 

127 

Chicago  Rock  Island 

710 

707 

347 

186 

Dayco 

176 

377 

381 

127 

Chromalloy  American 

64 

28^ 

263 

127     • 

Daylin 

«* 

•* 

47 

190 

Chrysler 

605 

S3  J 

467 

151 

Dayton  Hudson 

492 

475 

216 

190 

PROFITABILITY:  5  Yeer  Return 

on  Equity. 
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Where  to  Find  a  Company 


Company 


/' Rank 

ProfiUbility    Growth 


\ 

Stock  Market 


Deere  &  Co 

Del  Monte 
Delta  Air  Lines 
De  Soto 
Detroit  Edison 


Diamond  InternatI 
Diamond  Shamrock 
DiGiorgio 
Dillingham  Corp 
Dillon  Companies 


Dresser  Industries 
Duke  Power 
Dun  &  Bradstreet 
E  I  du  Pont 
Eagle-Picher 


Eastern  Air  Lines 
Eastern  Gas  &  Fuel 
Eastman  Kodak 
Eaton 
Jack  Eckerd 


Peter  Eckrich  &  Sons 
Edison  Bros  Stores 
El  Paso  Natural  Gas 
ELTRA 
Emerson  Electric 


Evans  Products 
ExCell-O 

Fairchild  Camera 
Fairchild  Industries 
Fairmont  Foods 


Fedders 

Federal  Company 
Federal-Mogul 
Federal  Natl  Mortge 
Federated  Dpt  Stores 


Fieldcrest  Mills 
Firestone  Tire  &  Rub 
first  Bank  System 
First  Chicago  Corp 
First  Natl  Boston 


568 
406 
42 
221 
494 


491 
454 
478 
594 
472 


216 
540 
513 
668 
82 


410 
597 
351 
664 
77 


248 
391 
33 
206 
233 


370 
419 
233 
482 
294 


687 

219 

30 

283 


664 
106 
253 
439 
7 


117 

501 

341 

55 


269 
358 
398 
135 


422 
397 
709 
257 
481 


274 
613 
664 
342 
488 


49 
552 
424 
614 
230 


8 

610 

497 

21 

324 


363 
269 
256 
459 
356 


433 
44 
63 
86 

107 


606 
450 
367 
305 
627 


400 
630 
259 
236 
110 


456 
653 
140 
435 
166 


655 
104 
271 
186 
4 


107 
468 
255 
187 


80 
600 
695 
645 
425 


2 

439 

498 

21 

165 


252 
411 
128 
354 
383 


Industiy 
Suivey 
Page 


151 
156 
187 
113 
169 


178 
106 
156. 192 
163 
191 


Distillers  Corp-Seag  553  222  161  156 

Diversified  Inds  50  601  702  101 

R  R  Donnelley  &  Sons  390  500  488  174 

Dow  Chemical  221  282  176  106 

Dravo  511  512  153  163 


162 
169 
174 
106 
162 


187 
138 
160, 174 
151 
190 


192 

190 

170 

125, 151 

116 


Emhart  335  359  223  162 

Engelhard  Min  &  Chem  81  295  86  101 

ESB  505  279  264  151 

Essex  International  84  345  190  101 

Ethyl  116  300  573  106 


113,178 
162 
116 
183 
156 


154 
192 
151 
95 
190 


159 

151 

93 

93 

93 


First  Natl  City  Corp 

375 

61 

199 

93 

Hanna  Mining 

280 

164 

156 

102 

First  Natl  Stores 

703 

** 

379 

191 

Harris- Intertype 

259 

453 

172 

162 

Fischbach  &  Moore 

51 

93 

26 

116 

Harsco 

206 

440 

371 

162 

Fisher  Foods 

18 

10 

10 

191 

Hart  Schaffner  Marx 

338 

543 

337 

159 

Fleming 

190 

341 

422 

192 

Havatampa  Cigar 
H  J  Heinz 

508 
382 

85 
177 

74 
79 

160 

Flickinger 

257 

43 

43 

192 

156 

Flintkote 

647 

332 

170 

113 

Hercules 

265 

363 

378 

106 

Florida  Power  &  It 

370 

261 

522 

169 

Hershey  Foods 

300 

507 

346 

156 

Fluor 

75 

420 

149 

163 

Heublein 

10 

79 

77 

156 

FMC 

323 

492 

560 

127 

Hewlett-Packard 

122 

257 

189 

116 

Food  Fair  Stores 

491 

367 

409 

191 

Hilton  Hotels 

461 

207 

9 

174 

Foodarama  Supermkts 

** 

*« 

M6 

191 

Hiram  Walker 

243 

219 

260 

156 

Ford 

462 

232 

174 

151 

Hobart  Manufacturing 

151 

325 

146 

162 

Foremost-McKesson 

160 

364 

493 

192 

Hoerner-Waldorf 

302 

290 

334 

178 

Foster  Wheeler 

515 

251 

169 

163 

Holiday  Inns 

149 

98 

24 

174 

Company 


Franklin  Life 
Franklin  New  York 
Fruehauf 
Fuqua  Industries 
GAC 


GAF 

Gamble-Skogmo 
Gen  American  Trans 
General  Cable 
General  Cigar 


General  Dynamics 
General  Electric 
General  Foods 
General  Host 
General  Instrument 


General  Mills 
General  Motors 
General  Public  Util 
General  Reinsurance 
General  Tel  &  Elec 


, Rank s       'SX' 

Profitability    Growth    Stock  Market  Pags 


211 
149 
476 
128 
264 


213 
59 
526 
145 
655 


643 
484 
331 
186 
475 


501 
306 
237 
563 
115 


657 
192 
118 

647 


664 
214 
310 

636 


133 
160 
441 
393 
307 


242 
548 
389 
23 
354 


568 
396 
278 
243 
660 


386 
163 
279 
665 
302 


679 
284 
440 

682 


340 
343 
590 
34 
607 


95 

93 

151 

127, 174 

95 


127 
190 
162 
101 
160 


183 
116, 125, 154 
156 
192 
116 


156 

151 

169 

95 

116, 169 


General  Tire  &  Rub 

438 

374 

538 

125, 151 

Genesco 

333 

533 

319 

159, 190 

Genuine  Parts 

114 

68 

12 

151 

Georgia-Pacific 

252 

223 

78 

113,  178 

Gerber  Products 

104 

247 

179 

156 

Getty  Oil 

469 

216 

244 

138 

Giant  Food 

146 

54 

41 

191 

Gillette 

7 

280 

475 

160 

Gimbel  Brothers 

435 

575 

257 

190 

Goldblatt  Bros 

627 

537 

310 

190 

B  F  Goodrich 

660 

596 

581 

151 

Goodyear  Tire  &  Rub 

306 

238 

274 

151 

Gould 

487 

264 

136 

151 

Govt  Employees  Ins 

59 

112 

619 

95 

W  R  Grace 

570 

549 

640 

106, 127 

Grand  Union 

357 

218 

266 

191 

W  T  Grant 

175 

402 

96 

190 

Great  Atl  &  Pac  Tea 

569 

509 

567 

191 

Great  North  Nekoosa 

«* 

556 

«« 

178 

Great  Scott  Suprmkts 

*« 

121 

*• 

191 

Great  West  Financial 

667 

1 

53 

95 

Great  Western  United 

88 

117 

663 

192 

Green  Giant 

554 

535 

598 

156 

Greyhound 

111 

298 

308 

186, 192 

Grolier 

320 

393 

534 

174 

Grumman 

204 

516 

676 

183 

Gulf  &  Western 

63 

193 

552 

127 

Gulf  Oil 

304 

334 

489 

138 

Halliburton 

98 

198 

44 

163 

Hammermill  Paper 

584 

618 

646 

178 

PROFITABILITY:  5-Year  Return  on  Equity.         GROWTH:  SYear  Annual  Earnings  Per  Share  Growth.         STOCK  MARKET:  5-Year  Price  Gain. 
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Where  to  Find  a  Company 


Company 


Honeywell 

Hoover 

Geo  A  Hormel 

Household  Finance 

Houston  Lt  &  Power 


Houston  Natural  Gas 

Howard  Johnson 

Howmet 

Hygrade  Food  Prods 

Hyster 


Illinois  Central  Ind 
Illinois  Power 
INA 

Indian  Head 
Ingersoll-Rand 


Inland  Steel 

Inmont 

InsiIco 

Interco 

Interlake 


InternatI  Basic  Econ 

IBM 

InternatI  Harvester 

IntI  Minerals  &  Chem 

InternatI  Multifoods 


International  Nickel 
International  Paper 
InternatI  Tel  &  Tel 
InternatI  Utilities 
Interstate  Brands 


Interstate  Stores 
Investors  Diver  Svcs 
Iowa  Beef  Processors 
l-T-E  Imperial 
Jefferson-Pilot  Corp 


Jewel  Companies 
Jim  Walter 
lohns-Manville 
Johnson  &  Johnson 
Jonathan  Logan 


Jones  &  Laughlin 
Joy  Manufacturing 
Kaiser  Alum  &  Chem 
Kaiser  Industries 
Kaiser  Steel 


Kane-Miller 

Kayser-Roth 

Kellogg 

Kellwood 

Kelsey-Hayes 

Kendall 

Kennicott  Copper 
Kerr-McGee 
Walter  Kidde  &  Co 
Kimberly-Clark 


^ „a„„ .         Industry 

/>  nam  \         saney 

Profitability    Growth    Stock  Market  Page 


Rank' 


332 
284 
169 
108 
218 


463 
226 
16 
236 
199 


164 

49 

40 

175 

476 


174 
288 
103 
278 
262 


111 
180 
368 

483 


354 
127 
656 
83 
443 


661 
224 
632 
85 
100 


318 
322 
32 
302 
385 


242 
539 
348 
290 
269 


573 
520 
238 
198 
615 


558 
660 
488 
128 
471 


497 
540 
449 
88 
423 


540 
60 
653 
674 
561 


467 
80 
620 
581 
225 


360 
182 
549 
692 
320 


137 
538 
286 
399 
353 


418 
544 
115 
211 
370 


529 
329 
233 
173 
328 


530 
152 
209 
346 
481 


663 
220 
586 
361 
202 


669 
307 
565 
168 
235 


244 

349 

443 

92 

38 


240 
39 

323 
34 

395 


120 
14 

217 
17 

258 


692 
358 
452 
565 
471 


644 
315 
573 
584 
664 


638 
90 
678 
446 
479 


311 

32 

157 

525 


441 
212 
313 
536 


28 
593 
246 
109 
282 


Kings  Dept  Stores 
Kinney  Natl  Service 
Knight  Newspapers 
Koehring 
Koppers 


Kraftco 
S  S  Kresge 
Kroger 
Lane  Bryant 
Lear  Siegler 


430 
317 
338 
224 
550 

24 

«« 

140 
573 
554 


347 
411 
280 
461 
561 


115 
637 
256 
611 
402 


76 
45 

13 
662 
293 


13 
118 

•* 

621 
351 


233 
113 
314 
164 
253 


272 

24 

268 

185 

664 


324 

8 

316 

69 

623 


116, 144 

154 

192 

95, 190 

169 


170 
174 
101 
192 
151 


127, 186 

169 

95 

127,  159 

162 


102 
106 
154 
159 
102 


191 
144 
151 
106 
192 


101 
178 
127 
127 
156 


190 

95 

192 

116 

95 


191 
113 
113 
160 
159 


102 
162 

101 

125, 163 

102 


156 
159 
156 
159 
151 


160 
101 
138 
127 
160. 178 


190 
127, 174 
174 
162 
125 


156 
190 
191 
190 
DM.  127 


Company 


Leasco  Corp 
Leaseway  Transport 
Libbey-Owens-Ford 
Libby,  McNeill  &  Lib 
Liggett  &  Myers 


Eli  Lilly 

Lincoln  National 
Ling-Temco-Vought 
Litton  Industries 
Lockheed  Aircraft 


LTV  Aerospace 
Lucky  Stores 
Lykes-Youngstown 
E  F  MacDonald 
R  H  Macy 


Maremont 
Marine  Midland 
Marriott 
Marshall  Field 
Martin  Marietta 


Masonite 

Massey-Ferguson 

Mattel 

May  Dept  Stores 

Oscar  Mayer 


MCA 

J  Ray  McDermott 

McDonnell  Douglas 

McGraw-Edison 

McGraw-Hill 


McLouth  Steel 
Mead 

Mellon  Natl  Bank 
Melville  Shoe 
Mercantile  Stores 


Middle  South  Util 
Midland-Ross 
Miles  Laboratories 
Minnesota  Mining 
Missouri  Beef  Packer 


Missouri  Pacific  R  R 
Mobil  Oil 

Mohasco  Industries 
Monsanto 
Moore 


J  P  Morgan  &  Co 
Morrison-Knudsen 
Morton-Norwich  Prod 
Motorola 
G  C  Murphy 


, Rank ^       'S-««n' 

Profrtatiillty    Growth    Stock  Market  Page 


234 
64 
327 
702 
495 


161 
181 
431 
656 
143 


52 

20 

365 

576 

221 


26 

451 
602 
163 
643 


88 
249 
664 
427 
664 


84 
275 
706 
700 
709 


34 

4 

710 

41 
336 


496 
36 
664 
640 
254 


703 
18 
601 
652 
123 


627 
268 
136 
403 
367 


514 
127 
47 
422 
326 


194 
376 
23 
200 
507 


377 
682 
99 
527 
143 


29 
664 
664 
447 

20 


29 

674 

6 

228 

68 


567 
349 
162 
318 
145 


506 
652 
14 
457 
550 


494 
614 
350 
417 
673 


696 
636 
487 
6 
178 


664 

595 

190 

62 

89 


656 

521 

429 

11 

30 


433 
531 
125 
56 
203 


208 
607 
469 
186 


487 
617 
309 
209 
589 


671 
386 
570 
533 
94 


399 
169 
193 
538 
176 


483 
403 
66 
375 
193 


381 
686 
231 
404 
551 


51 
564 
262 
468 
399 


204 
459 

»* 

201 
300 


PROFITABILITY:  5  Year  Return  on  Fquily,         GR'  .yyu    5. Year  Annual  Earnings  Per  Share  Growth. 


STOCK  MARKET:  SYear  Price  Gain. 


•Not  ranked. 


95 
186 
151 
156 
160 


160 
95 
127 
127 
183 


Loew's  29  6  3  160,174 

Lone  Star  Industries  500  380  206              113 

Lone  Star  Gas  325  150  291               170 

Long  Island  Lighting  296  270  536              169 

M  Lowenstein  &  Sons  626  258  137              159 


183 
191 
102 
191 
190 


Magnavox 

22 

405 

326 

154 

Malone  &  Hyde 

72 

74 

27 

192 

Manufacturers  Hanov 

355 

152 

265 

93 

Marathon  Oil 

275 

245 

464 

138 

Marcor 

591 

41 

64 

178, 190 

151 

93 

174 

190 

127, 183 


113 
151 
174 
190 
192 


174 
163 
183 
116 
174 


102 

178 

93 

159, 190 

190 


Merck 

13 

163 

220 

160 

Merrill  Lynch 

23 

94 

** 

95 

Metro-Goldwyn-Mayer 

611 

559 

659 

174 

Metromedia 

373 

510 

296 

174 

Fred  Meyer 

282 

425 

51 

191 

169 
162 
160 
125 
192 


186 
138 
159 
106 
144, 178 


93 

163 

160 

116. 154 

190 
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Where  to  Find  a  Company 


Company 


, Rank ,       'S--7 

Profitability    Grovirth     Stock  Marliet  Page 


Murphy  Oil 
Nabisco 

National  Airlines 
Natl  Bank  of  Detroit 
National  Can 


Natl  Cash  Register 
National  City  Lines 
Natl  Distil  &  Chem 
National  General 
National  Gypsum 


National  Industries 
Natl  Service  Inds 
National  Steel 
National  Tea 
Needham  Packing 


NL  Industries 

NLT 

Norfolk  &  Western 
Norris  Industries 
North  Amer  Philips 

North  Amer  Rockwell 
Northeast  Airlines 
Northeast  Utilities 
Northern  III  Gas 
No  Indiana  Publ  Ser 


Northern  Natural  Gas 
North  States  Power 
Northrop 

Northwest  Bancorp 
Northwest  Industries 


Northwest  Orient  Air 

Norton 

Norton  Simon 

NVF 

Occidental  Petrdeuin 


Ogden 

Ohio  Casualty 
Ohio  Edison 
Olin  Corp 
Omega-Alpha 


Panhandle  East  Pipe 
Parkview  Gem 
Ralph  M  Parsons 
Penn  Central 
Penn  Fruit 


J  C  Penney 
Penna  Power  &  Light 
Pennwalt 
Pennzoil  United 
Peoples  Drug  Stores 


635 
159 
273 
329 
182 


316 
349 
648 
99 
140 


608 
627 
523 
427 
638 


608 
357 
527 

15 
457 


586 
58 
550 
597 
155 


170 
105 
580 
435 
70 


395 
431 
612 
17 
537 


609 

265 

473 

55 

606 


443 
710 
386 
308 
237 


520 
707 
353 
289 
214 


434 
323 
253 
333 
560 


276 
326 
375 
131 
148 


220 
623 
263 
710 
69 


634 

556 

57 

** 

27 


389 
148 
272 
585 


504 

26 

409 

622 


101 
365 
31 
705 
594 


335 
664 
384 
664 
11 


83 
352 

565 
141 
663 


188 
338 
600 
412 
498 


366 
389 
569 
333 
292 


542 
129 
578 
138 
327 


124 

93 

442 

438 

54 


661 
531 
571 
62 
615 


512 
705 
535 
585 
510 


472 
541 
603 
238 
428 


610 
559 
251 
620 
526 


431 

57 

520 

681 


Otis  Elevator  428  420  437 

Outboard  Marine  255  122  108 

Owens-Corning  Fiberg  502  378  219 

OWfens-lllinois  380  286  537 

Pabst  Brewing  184  124  33 


Pacific  Car  &  Fdry  127  430  145 

Pac  Gamble  Robinson  478  37  72 

Pacific  Gas  &  Elec  396  301  508 

Pacific  Lighting  516  340  509 

Pan  Am  World  Airways  657  664  670 


491 
680 

710 
112 


89 
588 
662 
556 

98 


138 
156 
187 
93 
178 


144 

186 

125,  156 

95,  174 

113 


127 
127 
102 
191 
192 


J  i  Newberry  672  639  421  190 

New  England  Electric  464  291  496  169 

Newmont  Mining  197  25  303  101 

New  York  Times  97  444  686  174 

Niagara  Mohawk  Power  470  487  562  169 


125 
95 
186 
113 
116 


151,183 
187 
169 
170 
170 

170 

169 

183 

93 

127, 186 


187 
162 
156 
102 
138 


*127 

95 

169 

125 

101 


113 
174 
113 
178 
156 


162 
192 
169 
170 
187 


170 
190 
163 
186 
191 


190 
169 
106 
138 
190 


Company 


Peoples  Gas 
PepsiCo 
Pet 
Pfizer 
Phelps  Dodge 


Philadelphia  Elec 
Philip  Morris 
Phillips-Van  Heusen 
Phillips  Petroleum 
Pillsbury 


Pitney-Bowes 
Pittston 
Polaroid 
H  K  Porter 
Potlatch  Forests 


Publ  Serv  Elec  &  Gas 

Pueblo  International 

Pullman 

Purex 

Quaker  Oats 


Questor 
RCA  Corp 
Ralston  Purina 
Rapid-American 
Rath  Packing 


Raytheon 
Reliance  Electric 
Republic  Steel 
Revere  Copper 
Revlon 


Rex  Chainbelt 
Reynolds  Metals 
R  J  Reynolds  Inds 
Richardson-Merrell 
Rich's 


Roadway  Express 
H  H  Robertson 
Rockwell  Mfg 
Rohm  &  Haas 
Rohr  Industries 


St  Regis  Paper 
Santa  Fe  Industries 
Saxon  Industries 
Schering-Plough 
Jos  Schlitz  Brewing 


Schlumberger 

SCM 

SCOA  Industries 

Scot  Lad  Foods 

Scott  Paper 


Rank 


^~~ nanii ^ 

Profitability    Growth    Stock  Market 


Industry 
Survey 
Pago 


312 
71 
499 
102 
232 


247 
165 
123 
197 
355 


473 
171 
157 
197 
460 


170 
156 
156 
160 
101 


419 
47 
573 
545 
375 


412 
28 
362 
494 
426 


580 
39 
254 
356 
277 


169 
160 
159 
138 
156 


318 

79 

36 

688 

652 


545 
12 
230 
622 
577 


500 
25 
379 
626 
281 


144 
138 
160, 174 
162 
178 


Potomac  Electric  Row  492  429  569 

PPG  Industries  596  399  362 

Procter  &  Gamble  89  110  142 

Provident  Life  343  120  211 

Public  Service  (Colo)  416  309  490 


305 
35 
579 
267 
241 


263 
142 
592 
379 
100 


586 
230 
412 
433 
100 


169 

113, 125 

160 

95 

169 

169 
191 
162 
160 
156 


423 
180 
191 
3 
547 


452 
561 
167 
296 


301 
527 
270 
179 
101 


151 

116,154,174 

156 

159, 190 

192 


166 
170 
647 
529 
74 


140 
565 
650 
621 
190 


306 
144 
667 
675 
148 


116, 183 
116 
102 
101 
160 


464 
630 
61 
213 
260 


465 
641 
178 
206 
291 


377 

697 
195 
190 
159 


162 
101 
160 
160 
190 


53 
401 
340 
478 
214 


33 
424 
464 
542 
524 


38 
486 
387 
267 
592 


186 
113 
162 
106 
183 


Roper 

486 

450 

196 

154 

Ryder  System 

106 

48 

7 

186 

Safeco 

490 

60 

114 

95 

Safeway  Stores 

234 

205 

297 

191 

St  Paul  Companies 

503 

57 

226 

95 

621 
679 

19 

«« 

238 


566 

514 

2 

•• 

66 


312 
409 

31 

«• 

19 


178 
186 
178 
160 
156 


236 
582 
342 
115 
450 


84 
617 
286 

91 
589 


15 
699 
253 

59 
643 


116, 163 

127 

159 

192 
160, 178 


ScovillMfg  347  406  285      101 

Seaboard  Coastline  680  386  502      186 

GDSearle  8  186  155      160 

Sears,  Roebuck  201  171  119  95, 190 

Sec  Pac  Nat  Bank  Gal  336  189  451       93 


PROFITABILITY:  5-Year  Return  on  Equity.        GROWTH:  5-Year  Annual  Earnings  Per  Share  Growth.        STOCK  MARKET:  5-Year  Price  Gain. 


'Not  ranked. 
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Where  to  Find  a  Company 


Tecumseh  'Products 
Teledyne 
Tinnero 
Texaco 

Te)/;-:  s!aste  ■■  Trair 


Thiokr,:  r*n!r.T..  ; 

Thrill  ■   ■ 
ThriH) 
Time  Inc 
Times  Mirroi 
Timlien 
Trsne 


66 
153 
246 
158 
112 

367 
45 
373 
188 
105 
497 


129 
69 
304 
246 
132 

423 
521 
375 
203 
333 
521 


Industry 


r 

-  KanK 

N 

.    Survey 

Company 

Profitability 

Growth 

Stock  Market 

Page 

Servomation 

120 

344 

368 

192 

Sheller-Globe 

229 

493 

391 

151 

Shell  Oil 

359 

517 

566 

138 

Sherwin-Williams 

556 

528 

463 

113 

Shop  Rite  Foods 

535 

658 

677 

191 

^gnal  Companies 

637 

664 

613 

127, 151 

Signode 

119 

196 

162 

162 

Simmons 

510 

338 

81 

159 

Singer 

362 

499 

229 

127, 154 

Skyline 

1 

3 

1 

113 

A  0  Smith 

563 

474 

102 

151 

Smith  Kline  &  French 

15 

388 

426 

160 

Southern  Cai  Edison 

446 

347 

583 

169 

Southern  Company 

456 

311 

599 

169 

Southern  Natural  Gas 

166 

171 

352 

170 

So  New  England  Tel 

518 

359 

515 

169 

Southern  Pacific 

632 

285 

215 

186 

Southern  Railway 

618 

101 

154 

186 

Southland  Corp 

107 

/I 

35 

191 

Southwestern  Life 

322 

192 

239 

95 

Spencer  Foods 

185 

664 

554 

192 

Sperry  &  Hutchinson 

28 

250 

117 

191 

Sperry  Rand 

369 

336 

461 

125, 144 

Springs  Mills 

699 

612 

525 

159 

Square  0 

43 

404 

249 

116 

Squibb  Corp 

183 

234 

205 

160 

A  E  Staley  Mfg 

591 

583 

564 

192 

Standard  Brands 

134 

239 

342 

,.     156 

Standard  Oil  (Calif) 

372 

277 

462 

138 

Standard  Oil  (Ind) 

437 

208 

276 

138 

Standard  Oil  (N  i) 

280 

260 

392 

138 

Standard  Oil  (Ohio) 

410 

547 

331 

138 

Stanley  Works 

471 

221 

82 

113,  162 

Stauffer  Chemical 

392 

518 

427 

106 

Sterling  Drug 

21 

174 

188 

160 

J  P  Stevens 

670 

664 

650 

159 

Stokely-Van  Camp 

587 

477 

505 

156 

Stop  &  Shop 

360 

541 

314 

191 

Levi  Strauss 

a* 

35 

** 

159 

Studebaker-Worthingt 

165 

227 

384 

127 

Sun  Oil 

394 

407 

330 

138 

Sunbeam 

534 

412 

530 

154 

Sundstrand 

448 

664 

591 

162 

Super  Food  Services 

449 

158 

224 

192 

Super  Valu  Stores 

138 

272 

294 

192 

665 
249 
361 
227 
379 
288 


664 
305 
562 
267 

502 

235 


63 

393 
397 
468 
122 

364 
688 
374 
415 
404 
528 

664 
250 
639 
339 
344 
210 


Supermarkets  General 

56 

134 

105 

191 

Swift 

616 

165 

212 

192 

Sybron 

314 

346 

241 

127 

Talley  Industries 

630 

636 

408 

154 

Tandy 

62 

19 

5 

174,  190 

162 

116,  127,  183 

127,  170 

138 

170 

^^  170 
101 
116 
169 

127 
106 


191 
190 
174 
174 
151 
162 


Company 


Rank 


f itanK > 

Profitability    Growth     Stock  Market 


Transamerica 
Transcont  Gas  Pipe 
Trans  World  Airlines 
Travelers 
TRW 


532 
H)9 
666 
645 
96 


470 
241 
664 
412 
330 


Twentieth  Cent-Fox 
UAL 

Union  Camp 
Union  Carbide 
Union  Electric 


659 
621 
364 
464 
330 


664 
664 
370 
540 
382 


Union  Oil  California 
Union  Pacific 
Uniroyal 
United  Aircraft 
United  Brands 


408 
661 
557 
436 
407 


466 
394 
551 
552 
664 


U  S  Plywood-Champion  496 

US  Shoe  196 

United  States  Steel  655 

United  Utilities  204 

Universal  Leaf  Tobac  365 


Universal  Oil 

Upjohn 

USM 

VF 

Virginia  Elec  &  Powr 


578 
206 
650 
171 
351 


529 
355 
554 
278 
317 

664 
390 
635 
102 
296 


Vornado 

Vulcan  Materials 
VWR  United 
Waldbaum 
Walgreen 


414 
353 
564 
168 
265 


442 
396 
490 
53 
408 


J  Weingarten 
Wells  Fargo 
West  Point-Pepperell 
Western  Air  Lines 
Western  Bancorp 

Western  Union 
Westinghouse 
Westvaco 
Wetterau  Foods 
Weyerhaeuser 

Wheeling-Pitts  Steel 
Whirlpool 

White  Consolidated 
White  Motor 
Whittaker  Corp 

Wickes 
Williams  Cos 
Winn-Dixie 
Wisconsin  Elec  Power 
Witco  Chemical 
F  W  Woolworth 


294 
447 
609 
638 
347 

677 
405 
598 
76 
274 


446 
254 
626 
625 
75 


590 
308 
642 
87 
271 


691 

87 

44 

609 

200 


293 
67 
41 
471 
291 
468 


203 
155 
664 
647 

495 
139 
186 
392 
369 
381 


272 
262 
642 
424 
322 


Xerox 

Zaie 

Zapata  Norness 

Zayre 

Zenith  Radio 


9 

187 
39 

124 
78 


50 
352 

38 
448 
513 


647 
608 
150 
504 
587 


623 
225 
455 
694 
214 


288 
313 
561 
582 
293 


683 
445 
671 
99 
649 


304 
280 
356 
113 
299 


373 
413 
648 
517 
418 

398 

158 

457 

56 

71 


Induttiy 
Survey 
Page 


95, 127 

170 

187 

95 

127 


174 
187 
178 
106,  125 
169 


138 
186 
151 
183 
156 


United  Merch  &  Mfrs  536  480  345  159 

U  S  Fidelity  &  Guar  619  175  261  95 

US  Freight  276  627  405  186 

United  States  Gypsum  593  460  394  113 

US  Industries  52  138  45  127 


113, 178 
159 
102 
169 
192 


127 
160 
162 
159 
169 


190 
113 
192 
191 
190 


Wallace-Murray  91  602  584  162 

Ward  Foods  401  649  518  156 

Warnaco  431  572  336  159 

Warner-Umbert  Pharm  80  146  141  160 

Del  E  Webb  397  '"  61  163 


465 
65 
388 
631 
287 


85 

237 

550 

234 

87 


191 

93 
159 
187 

93 

169 

116,125,154 

178 

192 

113,178 

102 
154 
127 
151 
127 

113 
163 
191 
169 
106 
190 


177 

70 

37 

132 

494 


144 
190 
163 
190 
154 


PROFITABILITY:  S-Yeir  Return  on  Equity.         GROWTH:  SYesr  Annual  Earnings  Per  Share  Growth  STOCK  MARKET:  5-Year  Price  Gain. 
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D.C.Andrews?  NOW, 
Tom,  how  can  we 
r  explain  why  Emer 
I  bought  an  ocean 
freight  forwarder? 


Well,  look  at  it  this  way,  John. 
Since  were  in  the  business  of 
distribution  logistics,  we  want  to  be 
able  to  serve  a  full  range  of  shipping 
needs  of  our  customers 

Why  should  an  air  and  sea 
shipper  have  to  split  the  responsibility 
for  his  overseas  freight '^  To  wrap  all 
of  his  shipping  in  one  Emery  package, 
we  bought  D  C  Andrews,  an  ocean 
freight  forwarder  and  broker  with  a 
long  history  of  efficient  service. 

WithDC  Andrews  in  the 
Emery  picture,  we  can  coordinate 
and  Simplify  the  shippers  entire 


operation  We  can  give  him 
flexibility  and  efficiency  in 
his  distribution  patterns 
The  Andrews  expertise 
in  marine  freight 
economics  and 
schedules  plus  Emery's 
computenzed  command 
of  air  distribution  makes 
us  invaluable  for 
intermodal  combinations 
of  any  commodity  or 
distnbution  pattern 

Theres  another  big  advantage 
in  the  Emery-Andrews  mating.  One 
responsibility  Pity  the  poor 
exporters  and  importers  today  with 
all  their  shipping  risks  Much  easier, 
isn't  It. 'to  deal  only  with  reliable 
Emery  instead  of  a  lineup  of 
different  carriers'^ 

I  think  D  C  Andrews  will  do  a 
lot  for  our  air  shippers.  Particularly 


Ernen 


fst! 


in  providing  a  wealth  of  knowledge 
and  experience  in  countries  we  are 
about  to  add  to  the  places  Emery 
serves. 

As  our  services  grow  and 
extend  to  new  areas,  theres  a  real 
place  for  D.  C.  Andrews  in  the  Emery 
family.  Joining  other  members  like 
Japan-Emery,  for  Far  Eastern 
traffic.  Gilbert  Systems,  for 
garments-on-hangers  transport. 
Cargo  Facilities  Inc  ,  for  total 
distribution  services. 

It's  becoming  quite  a  family, 
John.  But  that's  what  happens  when 
you're  giving  birth  to  new  services 
to  meet  new  needs. 


I 
ii 

Snel 


I  got  an  undocumented  seven-million 

Eurodollar  loan  over  the  weekend 

because  John  CConklin^  V.P^was  involved. 

It  was  Friday  afternoon  and  my  London  bank 
informed  me  that  the  seven-million  Eurodollar  loan  I 
needed  by  Monday  morning  wouldn't  be  available. 

So  I  called  Marine  Midland  and  even  though  the 
bank  had  been  closed  for  an  hour,  I  was  able  to  speak 
to  John  Conklin,  one  of  their  vice  presidents.  I 
explained  my  problem,  which  was  getting  worse  by 
the  minute.  After  John  made  one  or  two  other  phone 
calls  he  told  me  to  go  on  to  Europe  and  not  to  worry, 
the  seven  million  Eurodollars  I  needed  would  be 
waiting  for  me  in  Marine  Midland's  London  bank. 

Just  about  any  big  bank  can  lend  you  seven- 
million  Eurodollars,  eventually.  But  because  of  the 
involvement  of  their  senior  officers,  Marine  Midland 
was  able  to  do  it  on  the  spot.  Even  over  the  weekend. 
The  formal  documentation  would  be  worked  out  later. 

You  see,  when  a  businessman  and  a  top  banker 
are  able  to  talk  directly  with  each  other,  transactions 
can  be  made  smoothly,  and  we  were  able  to  move 
quickly  to  meet  my  deadline.  Which  is  really  what 
business  IS  a''  ^hout 


Ws  not  what  you  ask.  It's  who  you  ask. 
Marine  Midland  BanksJ 


Who's 

Where 

in 

Profitability 


Inevitably,  the  most  meaningful  measure  of  any  compa- 
ny's success  is  its  relative  profitability.  Not  simply  how 
much  it  earned,  or  what  its  profit  margins  were,  but 
whether  it  made  a  big  return  or  a  little  return  on  its  stock- 
holders' capital  and  total  invested  capital  (debt  plus 
equity)  relative  to  other  companies. 

The  following  table  lists  727  companies  ranked  in  de- 
scending order  by  average  five-year  return  on  equity  (for 
various  reasons,  14  companies  could  not  be  ranked).  Still 
in  the  Top  Ten  this  year  after  five  years  are  Avon,  Gillette 
and  Xerox— the  three  most  profitable  companies  in  1967. 
Most  of  the  1967  Top  Ten  have  slipped  only  moderately. 


but  widely  fluctuating  copper  prices  and  the  recession 
dragged  General  Cable  down  to  186th  rank.  Excessive  le- 
verage and  the  Justice  Department  helped  cripple  Ling- 
Temco-Vought,  which  plunged  in  rank  to  602nd  this  year. 

L-T-V's  troubles  underscore  the  importance  of  the  second 
ranking  on  this  table:  return  on  total  capital.  By  looking  at 
Rapid  American's  sharply  lower  return  on  capital  (which 
ranks  264th),  one  can  tell  at  a  glance  that  highly  leveraged 
Rapid  American  may  have  more  volatile  earnings  than  any 
of  the  other  Top  Ten,  which  have  less  or  no  debt. 

And  what  about  the  future?  The  last  two  columns, 
which  show  results  for  the  latest  12  months,  provide  a 
valuable  clue.  Merrill  Lynch,  the  stockbroker  that  went 
public  last  year,  had  higher  returns  last  year  than  its  five- 
year  average,  reflecting  good  earnings  growth  in  1971 
after  a  poor  1970.  But  41st-ranked  E.F.  McDonald,  the 
trading  stamp  concern,  had  a  return  on  equity  of  6.5%  last 
year  and  a  return  on  capital  of  3.6%— sharply  below  five- 
year  averages  of  21.5%  and  10.2%,  reflecting  earnings  prob- 
lems that  caused  it  to  drop  30  places  in  rank  last  year.  Last 
year's  figures  are  even  more  dismal  for  50th-ranked  Diver- 
sified Industries,  which  ranked  second  last  year. 

Not  even  consistently  profitable  companies  like  Magna- 
vox  and  Lucky  Stores  could  avoid  sharp  declines  in  profita- 
bility last  year;  and  only  one  company  in  the  Top  Ten, 
American  Home  Products,  was  able  to  increase  its  profita- 
bility over  its  five-year  average— no  mean  feat  when  you 
are  already  earning  a  32%  return.  ■ 


5-Year' 

Latest  12-Month 
EQUITY  TOTAL  CAPITAL 

S-Vear* 

Latest  12-Month 

EQUITY             TOTAL  CAPITAL 

EQUITY             TOTAL  CAPITAL 

EQUITY 

TOTAL  CAPITAL 

Company 

Rank 

1 

Percent 
48.2 

Rank 

1 

Percent 
48.2 

Percent 

43.5 

Percent 

43.5 

Company 

Rank 

Percent 

Rank 

Percent 

Percent 

Percent 

Skyline 

Jonathan  Logan 

38 

21.8 

96 

13J 

13.2 

114 

Avon  Products 

2 

41.2 

2 

36.6 

37.5 

33.2 

Zapata  Norness 

39 

21.7 

268 

lOi) 

12.7 

5.9 

Rapid-American 

3 

34.0 

264 

10.1 

33.1 

6.0 

AIco  Standard 

40 

21.5 

29 

19J 

12.5 

11.0 

Lucky  Stores 

4 

324 

54 

16,2 

23.8 

14.9 

E  F  MacDonald 

41 

21.5 

252 

10.2 

6.5 

3.6 

Amer  Home  Products 

5 

31.7 

4 

274 

33.3 

27.7 

Winn-Dixie 

41 

21.5 

23 

20.5 

21.9 

21.7 

Melville  Shoe 

6 

31.0 

10 

23.6 

26.8 

22.9 

Delta  Air  Lines 

42 

21.2 
21.2 

194 

lU 

11.0 

5.6 

Gillette 

7 

30.9 

9 

25.8 

26.3 

18.9 

Square  D 

20 

21.2 

19.9 

19.9 

G  D  Searle 

8 

30.1 

8 

26.3 

30.0 

21.8 

White  Consolidated 

44 

21.1 

292 

9.6 

17.0 

7.1 

Xerox 

9 

29.6 

31 

18.7 

23.6 

16.8 

Texas  Gulf  Sulphur 

45 

21.1 

105 

13.2 

6.3 

5.3 

Heublein 

'fl 

29.1 

49 

16.5 

24.7 

15.2 

Armour-Dial 

46 

21.0 

35 

18.0 

19.0 

16.7 

Coca-Cola 

t; 

28.8 

7 

26.7 

32.2 

28.1 

Philip  Morris 

47 

21.0 

122 

12.7 

234 

13.0 

Combined  Insurance 

h:^' 

27.9 

2 

27.9 

23.1 

23.0 

Coastal  States  Gas 

48 

21.0 

342 

8.9 

17.9 

8.3 

Merck 

27.7 

5 

27.1 

26.7 

25.2 

Fedders 

49 

20.9 

89 

13.7 

18.3 

14.0 

Amerada  Hess 

27.4 

41 

16.9     i 

32.3 

18.2 

Diversified  Inds 

50 

20.9 

47 

16.6 

3.9 

3.8 

Smith  Kline  &  French 

15 

27.0 

6 

26.8 

23.0 

22.8 

Fischbach  &  Moore 

51 

20.8 

123 

12.7 

20.3 

11.8 

Avnet 

16 

265 

^■j 

16.0 

16.0 

9.9 

U  S  Industries 

52 

20.7 

40 

17.1 

19.1 

12.1 

Norris  Industries 

'  1 

26? 

?.\\ 

17.8 

15.2 

Roadway  Express 

53 

20.6 

34 

18.0 

26.9 

24.7 

Fisher  Foods 

18 

25.8 

60 

16.4 

21.9 

10.4 

Consolidated  Freight 

54 

20.6 

223 

10.8 

22.7 

11.1 

Saxon  Industries 

19 

254 

71 

14.7 

14.7 

8.8 

Emerson  Electric 

55 

205 

37 

17.7 

18.7 

15.9 

Chesebrough-Pond'^ 

?0 

24J 

33 

18.1 

29.6 

14.9 

Minnesota  Mining 

56 

20.3 

24 

19.9 

18.8 

17.8 

Sterling  Drug 

23.8 

19 

21.2 

22.1 

19.5 

Supermarkets  Gen'l 

56 

20.3 

172 

11.6 

164 

8.7 

Magnavox 

23.6 
23.2 

fi 

20.5 

17.7 

16.2 

Natl  Service  Inds 

58 

20.3 

e» 

20.5 

16.3 

Merrill  Lynch 

'3 

•4.9 

23.9 

Govt  Employees  Ins 

59 

19.9 

25 

19.8 

264 

26.0 

Kings  Dept  ^^ores 

^■i 

m 

11 

zl.5 

21.3 

IBM 

60 

19.9 

36 

18.0 

17.6 

16.2 

Bristol-Myer^ 

,.^!> 

"i.2 

28 

19.i 

20.1 

15.3 

R  J  Reynolds  inds 

61 

19.8 

44 

16.7 

23.1 

15.7 

Eli  Lilly 

26 

■:.i 

5B 

22.i 

!9.9 

18.9 

Tandy 

62 

19.7 

83 

14.2  ^ 

11.7 

8.7 

AMP 

?1<  n 

2b 
!2 

I?  7 

19.1 

16.7 

Gulf  &  Western 

63 

19.6 

396 

8.0  1 

9.9 

5.3 

Sperry  &  Hutchinson 
Loew's 
Eastman  Kodak 

llA 

17.3 

16.8 

Chromalloy  American 

64 

19.6 

86 

14.0 

11.5 

7.6 

-qg 

in 

34.3 

7.4 

Leaseway  Transport 

64 

19.6 

441 

7.2 

20.8 

6.9 

! 

?;  f, 

18.3 

17.3 

Tecumseh  Products 

66 

19.5 

27 

19.5 

17.6 

17.6 

Ralph  M  Parse  ns 
Kellogg 

9.9 

19.1 

Williams  Cos 

67 

19.4 

426 

74 

13.6 

7.2 

1.6 

19.4 

Clark  Oil  &  Refining 

68 

19.4 

61 

153 

6.7 

5.3 

Dun  &  Bradstreet 
LTV  Aerospace 
Pueblo  Internatio.-^al 
Polaroid 
Champ  Spark  Plug 

'1.2 

21.2 

Occidental  Petrol 

P69 

^70 

71 

19.4 

179 

11.5 

10.3 

6.5 

2i 
35 
36 

6.8 
14.9 

3.9 
9.4 

Black  &  Decker 
PepsiCo 

19.4 
193 

59 
65 

15.5 
15.1 

18.9 
18.2 

154 
124 

.i. 

13.0 

13.0 

Malone  &  Hyde 

72 

19.3 

67 

15.0 

18.3 

15.6 

37 

^■d.'. 

tlCU. 

....    n..,„ 

'0.7 

17.6 

Amer  Beef  Packers 

73 

19.3 

50 

16.5 

2.6 

2.6 

••Not  aviilible:    not  rtnkcd 

dot. -De 

y  be  less  than  a 

5-yeaf  period  a>  footnoted 

in  individual  industry  Yardsticks. 
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Who's  Where  in  Profitability 


■***?^ 

Latest  12-Manth 

5  ¥»af* 

11        e/^ft 

Latest  12-Month 

EQUITT 

TOTAL  CAPITAL 

EQUITY 

TOTAL  CAPITAL 

EQUITY              TOTAL  CAPITAL      EQUITY    TOTAL  CAPITAL 

Company 

Rank 

Perwirt 

Rank 

Percent 

Percent 

Percent 

Company 

Knight  Newspapers 

Rajik 

140 

Percent 
15.7 

Rank 

168 

Percent 
11.7 

Percent 

15.0 

Percent 

Revlon 

74 

19.1 

70 

14,9 

18.1 

14.0 

10.8 

Fluor 

75 

19.0 

79 

14.3 

10.0 

8.4 

Anchor  Hocking 

141 

15.7 

107 

13.1 

14.2 

11.9 

Wetterau  Foods 

76 

18.9 

62 

15.3 

17.8 

15.5 

Pennzoil  United 

141 

15.7 

351 

8.7 

11.7 

5.8 

Cook  United 

77 

ItA 

183 

11.4 

11.0 

6.7 

Oscar  Mayer 

143 

15.6 

80 

14.3 

22.0 

17.6 

Zenith  Radio 

78 

18.7 

31 

18.7 

13.7 

13.7 

Beneficial  Corp 

144 

15.6 

524 

6.3 
13.3 

17.1 

5.8 

Pittston 

79 

18.6 

194 

11.3 

27.3 

16.0 

McGraw-Hill 

145 

15.6 

103 

10.5 

9.7 

Warner-Lamb  Pharm 

80 

18.6 

43 

16.8 

15.2 

152 

Giant  Food 

146 

15.6 

181 

11.5 

15.6 

11.5 

Engelhd  Min  &  Chem 

81 

18^ 

104 

132 

12.3 

10.6 

Arkansas  Louis  Gas 

147 

15.5 

322 

9.2 

12.2 

7.5 

Dillon  Companies 

82 

18.4 

111 

13.1 

19.2 

13.7 

Ohio  Casualty 

148 

153 

58 

15.5 

20.5 

20.2 

J  C  Penney 

83 

18J 

42 

16.8 

16.7 

13.2 

Franklin  New  York 

149 

15.5 

168 

11.7 

13.7 

11.6 

Essex  International 

84 

18.2 

66 

15.0 

13.1 

9.5 

Holiday  inns 

149 

15.5 

tv 

15.6 

8.9 

AMF 

85 

18.2 

266 

10.0 

21.3 

11.7 

Hobart  Manufact 

151 

15.5 

128 

12.5 

13.8 

10.4 

Indian  Head 

85 

182 

311 

9.3 

14.2 

7.3 

Investor  Diver  Svcs 

152 

15.4 

92 

13.6 

13.9 

12.1 

Whirlpool 

87 

18.2 

101 

13.3 

19.7 

13.0 

Caterpillar 

153 

15.4 

145 

12.2 

13.6 

11.0 

Gt  Western  United 

88 

18.1 

217 

11.0 

10.9 

7.4 

Teledyne 

153 

15.4 

114 

12.9 

8.8 

7.5 

Procter  &  Gamble 

89 

18i> 

56 

15.7 

18.1 

15.7 

Needham  Packing 

155 

15.4 

147 

12.2 

19.7 

13.4 

Wallace-Murray 

91 

17.8 

372 

8.3 

8.6 

5.5 

Commonwith  Oil  Ref 

156 

15.4 

183 

11.4 

10.5 

7.4 

Johnson  &  Johnson 

92 

17.7 

45 

16.7 

186 

17.6 

Kellwood 

157 

15.3 

139 

12.3 

13.0 

9.8 

Anheuser-Busch 

93 

17.7 

143 

12.3 

19.6 

14.0 

Texaco 

158 

15.3 

130 

12.5 

14.5 

11.3 

Moore 

94 

17.7 

48 

16.6 

16.3 

15.1 

Nabisco 

159 

15.3 

134 

12.4 

16.0 

12.7 

American  Petrofina 

95 

17.6 

109 

13.1 

10.6 

7.4 

Foremost-McKesson 

160 

15.3 

357 

8.6 

13.7 

7.7 

TRW 

96 

17.5 

132 

12.4 

128 

9.3 

General  Motors 

160 

15.3 

77 

14.4 

13.3 

12.5 

New  York  Times 

97 

17.5 

51 

16.4 

9.4 

9.4 

McDonnell  Douglas 

162 

152 

196 

112 

11.5 

8.1 

Halliburton 

98 

17.3 

75 

14.5 

15.7 

12.4 

Litton  Industries 

163 

15.2 

319 

9.2 

8.7 

5.5 

Mattel 

99 

17.3 

38 

172 

def. 

def. 

Lane  Bryant 

164 

152 

105 

132 

15.6 

14.0 

Ingersoll-Rand 

100 

17J 

72 

14.7 

15.1 

12.6 

Studebkr-Worthingtit 

165 

152 

316 

9.2 

11.7 

8.3 

Panhandle  East  Pipe 

101 

172 

439 

7.2 

146 

6.5 

Raytheon 

166 

152 

125 

12.6 

13.6 

10.6 

Pfizer 

102 

17.2 

68 

15.0 

176 

14.7 

Southern  Nat  Gas 

166 

152 

324 

9.1 

14.1 

8.3 

Howmet 

103 

17.1 

272 

9.9 

14.0 

6.3 

Waldbaum 

168 

15.2 

213 

11.0 

14.7 

10.7 

Gerber  Products 

104 

16.9 

46 

16.6 

17.5 

17.1 

Geo  A  Hormel 

169 

152 

74 

14.5 

20.1 

19.7 

Textron 

105 

16.9 

69 

15.0 

13.9 

10.3 

Reliance  Electric 

170 

15.1 

182 

11.4 

8.4 

7.2 

Ryder  System 

106 

16.9 

427 

7.4 

12.3 

5.9 

Blue  Bell 

171 

15.1 

162 

11.8 

17.8 

14.9 

Southland  Corp 

107 

16.8 

293 

9.6 

14.1 

9.1 

Cyprus  Mines 

171 

15.1 

115 

12.8 

14.9 

10.5 

Household  Finance 

108 

16.8 

446 

7.1 

16.4 

6.9 

VF 

171 

15.1 

117 

12.8 

15.8 

14.6 

Transcont  Gas  Pipe 

109 

16.8 

573 

5.7 

15.9 

5.6 

Houston  Natural  Gas 

174 

15.1 

448 

7.1 

14.3 

6.0 

Collins  &Aikman 

110 

16.7 

102 

13.3 

169 

12.7 

W  T  Grant 

1/5 

15.1 

156 

12.0 

'122 

10.7 

Greyhound 

111 

16.7 

153 

12.1 

16.0 

8.4 

Dayco 

176 

15.0 

338 

8.9 

11.0 

5.4 

Texas  Eastern  Trans 

112 

16.7 

522 

6.3 

17.1 

6.5 

Abbott  Laboratories 

177 

15.0 

110 

13.1 

10.0 

8.6 

S  S  Kresge 

113 

16.7 

88 

13.8 

18.1 

13.7 

Mercantile  Stores 

178 

14.9 

123 

12.7 

15.1 

11.9 

Genuine  Parts 

114 

16.7 

53 

16.2 

17.6 

17.3 

Continental  Tel 

179 

14.9 

578 

5.6 

13.4 

5.5 

Scot  Lad  Foods 

115 

16.6 

228 

10.7 

17.0 

11.6 

RCA  Corp 

180 

14.9 

265 

10.0 

8.5 

6.1 

Ethyl 

116 

16.6 

333 

9.0 

14.5 

8.0 

Becton,  Dickinson 

181 

14.9 

160 

11.9 

12.6 

8.4 

Edison  Bros  Stores 

117 

16.6 

115 

12.8 

14.0 

11.8 

National  Can 

182 

14.8 

120 

12.8 

12.8 

10.9 

General  Foods 

118 

16.5 

84 

14.2 

16.5 

11.8 

Squibb  Corp 

183 

14.8 

135 

12.4 

17.7 

12.7 

Signode 

119 

16.5 

95 

13.5 

14.3 

11.3 

Pabst  Brewing 

184 

14.8 

85 

14.0 

14.2 

13.4 

Servomation 

120 

16.4 

152 

12.1 

12.1 

9.2 

Spencer  Foods 

185 

14.8 

210 

11.0 

def. 

def. 

Albertson's 

121 

16.4 

112 

13.0 

15.0 

11.6 

General  Cable 

186 

14.8 

135 

12.4 

13.0 

10.3 

Hewlett-Packard 

122 

16.4 

52 

16-3 

11.5 

11.5 

ZaIe 

187 

14.8 

9: 

13.7 

8.8 

8.2 

CBS 

123 

16.3 

129 

12.5 

14.5 

10.8 

Corning  Glass 

188 

14.7 

12 1 

12.7 

10.6 

9.1 

Zayre 

124 

16.3 

275 

9J 

10.8 

6.2 

Texas  Utilities 

188 

14.7 

424 

7.4 

14.6 

7.2 

Miles  Laboratories 

125 

16.2 

287 

9.7 

19.0 

5.9 

Bank  of  New  York 

189 

14.6 

187 

11.4 

15.6 

12.3 

ARA  Services 

126 

162 

225 

10.8 

15.0 

10.6 

Fleming 

190 

l4.£ 

132 

12.4 

13.1 

10.8 

Pacific  Car  &  Fdry 

127 

162 

63 

15.1 

13.7 

12.9 

Ralston  Purina 

191 

14.6 

234 

10.6 

15.2 

10.5 

Fuqua  Industries 

128 

162 

295 

9.5 

22.2 

8.2 

General  Electric 

195 

14  t 

144 

12.2 

17.9 

15.5 

Alexander's 

129 

16.1 

406 

7.8 

12.0 

6.4 

Consolidated  Foods 

193 

iA.S 

168 

11,7 
ii.O 

13.8 

11.1 

Burroughs 

129 

16.1 

177 

11.5 

12.2 

8.5 

American  Brands      | 

'ijim 

14.5 

214 

14.8 

10.3 

Crown  Cork  &  Seal 

131 

16.1 

216 

11.0 

14.6 

11.1 

Cooper  Industries     1 

PII5 

14.5 

127 

12.5 

8.7 

6.8 

Clark  Equipment 

132 

16.0 

139 

12.3 

12.5 

9.1 

U  S  Shoe 

Jd6 

14.4 

164 

11.8 

11.7 

9.0 

General  Mills 

133 

15.9 

199 

11.1 

15.3 

9.6 

Newmont  Mining 

197 

14.4 

76 

14.4 

15.5 

13.4 

Standard  Brands 

^K 

15.9 

161 

11,8 
12.4 

19.0 

10.7 

Interco 

198 

14.4 
14  4 

234 
?'l 

10.6 

10.1 

13.3 

10.6 

Carnation 

^P 

15.9 

135 

15.5 

12.7 

Cessna  Aircraft 

199 

7.9 

5.6 

Marriott 

136 

15.8 

345 

8.8 

12.8 

6.3 

Whittaker  Corp 

B 

14.4 

202 

ll.I 

1.5 

1.5 

International  Nickel 

137 

15.8 

98 

13.4 

12.5 

9.8 

Sears,  Roebuck 

14.4 

US 

12.8 

13.8 

12.1 

Super  Valu  Stores 

138 

15.8 

150 

12.1 

15.6 

12.0 

CPC  International 

■^H 

14.3 

226 

10.8 

13.9 

10.1 

Beatrice  Foods 

139 

15.8 

64 

15.1    . 

15.8 

13.1 

Missouri  Beef  Packer 

Mb 

14.3 

7S 

14.3 

9.6 

7.0 

'Not  available;  not  ranked.        def.— Deficit. 


'The  average  return  may  be  less  than  a  5-year  period  as  footnoted  in  individual  industry  Yardsticks. 
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Who's  Where  in  Profitability 


5-Year' 

Utest  12-Month 

5-YMr» 

Latest  12-Month 

/' "=tui..  u..                           «^ 

EQUITY              TOTAL  CAPITAL 

r         '" 
EQUITY 

TOTAL  CAPITAL 

''        EQUITY 

TOTAL  CAPITAL 

r 

EQUITY 

TOTAL  CAPITAL 

Company 

Rank 

Percent 

Rank 

Percent 

Percent 

Percent 

Company 
Firestone  Tire  &  Rub 

Rank 

269 

Percent 
13.1 

Sank 

337 

Percent 
8.9 

Percent 

19.3 

Percent 

204 

14.3 

?3? 

10.7 

10.7 

7.8 

7.4 

United  Utilities 

704 

14.3 

519 

6.3 

14.2 

5.7 

Amer  Electric  Power 

270 

13.1 

500 

6.5 

12.8 

6.6 

E  1  du  Pont 

?nfi 

14.3 

131 

12.5 

12.7 

10.6 

CIT  Financial 

2/1 

IT.O 

622 

5.2 

12.0 

5.6 

Harsco 

206 

14.3 

99 

13.4 

11.6 

11.3 

Ohio  Edison 

272 

13.0 

455 

7.1 

11.7 

6.0 

Upjohn 

206 

14.3 
14.2 

80 
299 

14.3 
9.5 

13.3 
5.7 

12.6 
4.4 

National  Airlines 
Weyerhaeuser 

273 
274 

13.0 
13.0 

409 
222 

7.7 
10.9 

2.3 
9.5 

2.3 

Iowa  Beef  Processors 

209 

8.0 

Cincinnati  Gas  &  El 

210 

14.2 

432 

7.4 

13.3 

6.4 

Marathon  Oil 

2/5 

12.9 

233 

10.7 

12.2 

9.8 

Amer  Smelt  &  Ref 

211 

14.2 

118 

12.8 

6.9 

6.3 

U  S  Freight 

2/6 

12.9 

186 

11.4 

4.6 

2.0 

Franklin  Life 

211 

14.2 

82 

14.2 

14.7 

14.7 

Colgate-Palmolive 

111 

12.9 

192 

11.3 

13.2 

12.1 

Richardson-Merrell 

213 

14.2 

87 

13.9 

11.8 

11.3 

Hygrade  Food  Prods 
American  Express 

278 
279 

12.9 
12.9 

362 
199 

8.4 
11.1 

32.5 
15.5 

18.6 

Rohr  Industries 

214 

14.2 

230 

10.7 

6.0 

5.3 

6.7 

Brown  Shoe 

215 

14.2 

97 

13.4 

13.3 

12.9 

Hanna  Mining 

280 

12.9 

218 

10.9 

12.7 

11.3 

Ashland  Oil 

216 

14.2 

245 

10.4 

8.6 

6.0 

Standard  Oil  (NJ) 

280 

12.9 

191 

11.3 

13.0 

10.7 

Diamond  InternatI 

216 

14.2 

142 

12.3 

12.9 

11.4 

Fred  Meyer 

282 

12.9 

285 

9.7 

8.2 

6.2 

Houston  Lt  &  Power 

218 
219 

14.1 
14.1 

411 
407 

7.7 
7.7 

14.8 
15.1 

7.7 
9.0 

Eaton 

283 

12.8 

190 

11.3 

11.4 

9.8 

Eastern  Gas  &  Fuel 

Hoover 

284 

12.8 

155 

12.0 

12.7 

122 

Northwest  Orient  Air 

220 

14.1 

301 

9.4 

3.4 

2.2 

Continental  Can 

285 

12.8 

268 

10.0 

10.0 

7.6 

De  Soto 

221 

14.0 

193 

11.3 

7.0 

6.2 

Dart  Industries 

286 

12.8 

247 

10.3 

10.4 

7.9 

Dow  Chemical 

221 

14.0 

277 

9.8 

13.4 

8.5 

InternatI  Tel  &  Tel 

286 

12.8 

228 

10.7 

13.5 

9.9 

Amer  Metal  Climax 

223 

14.0 

254 

10.2 

10.0 

7.3 

Howard  Johnson 

288 

12.8 

183 

11.4 

13.4 

12.3 

Illinois  Power 

224 

14.0 

462 

7.0 

11.9 

6.0 

Trane 

288 

12.8 

247 

10.3 

12.6 

10.6 

Walter  Kidde  &  Co 

224 

14.0 

237 

10.6 

9.0 

6.5 

Commercial  Metals 

290 

12.7 

203 

11.1 

6.0 

5.5 

Conagra 

226 

14.0 

271 

9.9 

8.1 

6.2 

Witco  Chemical 

291 

12.7 

294 

9.5 

11.8 

8.8 

Times  Mirror 

227 

13.9 

151 

12.1 

12.2 

11.5 

Allegheny  Power 

292 

12.7 

539 

6.1 

12.4 

5.9 

City  Investing 

228 

13.9 

166 

11.7 

8.0 

6.3 

Wickes 

293 

12.7 

226 

10.8 

10.3 

7.5 

Sheller-Clobe 

229 

13.9 

332 

9.0 

9.0 

6.3 

Baltimore  Gas  &  Elec 

294 

12.7 

481 

6.7 

11.9 

6.3 

Federated  Dpt  Stores 

230 

13.9 

126 

12.6 

12.9 

11.7 

J  Weingarten 

294 

12.7 

255 

102 

7.9 

6.1 

Morton-Norw  Prod 

231 

13.9 

214 

11.0 

12.5 

8.9 

Long  Island  Lighting 

296 

12.7 

533 

6.1 

12.7 

6.2 

Phelps  Dodge 

232 

13.8 

108 

13.1 

11.1 

10.3 

Akzona 

297 

12.7 

259 

10.1 

11.0 

9.5 

Eagle-Picher 

233 

13^ 

259 

10.1 

11.1 

8.1 

Crocker  National 

298 

12.6 

278 

9.8 

14.1 

11.3 

Leasco  Corp 

234 

13.8 

356 

8.6 

17.6 

13.8 

Kraftco 

299 

12.6 

207 

11.0 

12.7 

11.5 

Safeway  Stores 

234 

13.8 

139 

12.3 

14.8 

13.2 

Colonial  Stores 

300 

12.6 

257 

10.2 

13.0 

10.9 

Schlumberger 

236 

13.7 

113 

12.9 

14.4 

11.0 

Hershey  Foods 

300 

12.6 

209 

11.0 

13.3 

10.7 

No  Indiana  Publ  Ser 

237 

13.7 

435 

7.3 

13.2 

7.0 

Daniel  International 

302 

12.6 

135 

12.4 

12.9 

12.9 

Dana 

238 

13.7 

153 

12.1 

10.2 

8.5 

Hoerner-Waldorf 

302 

12.6 

297 

9.5 

11.3 

7.6 

Insiico 

238 

13.7 

239 

10.6 

11.6 

7.0 

Gulf  Oil 

304 

12.5 

250 

10.3 

10.7 

8.3 

Jos  Schlitz  Brewing 

238 

13.7 

158 

12.0 

16.7 

13.0 

Publ  Serv  Elec  &  Gas 

305 

12.5 

562 

5.8 

14.0 

6.1 

A-T-0 

241 

13.7 

382 

8.1 

5.2 

4.8 

Goodyear  Tire  &  Rub 

306 

12.5 

309 

9.3 

11.8 

8.1 

Quaker  Oats 

241 

13.7 

176 

11.6 

14.4 

10.1 

General  Tel  &  Elec 

307 

12.4 

518 

6.4 

12.0 

5.8 

Hiram  Walker 

243 

13.7 

91 

13.7 

13.0 

12.9 

Northern  III  Gas 

308 

12.4 

418 

7.5 

12.7 

7.4 

Jewel  Companies 

244 

13.7 

319 

9.2 

12.3 

7.9 

Chi  Bridge  &  Iron 

309 

12.4 

173 

11.6 

16.8 

15.7 

Cleveland  Elec  Ilium 

245 

13.6 

393 

8.0 

13.3 

6.8 

Campbell  Soup 

310 

12.3 

147 

12.2 

12.3 

12.1 

Campbell  Taggart 

246 

13.6 

93 

13.6 

13.5 

13.5 

Kayser-Roth 

311 

12.3 

385 

8.1 

8.4 

5.7 

Tenneco 

246 

13.6 

488 

6.6 

12.8 

6.6 

Peoples  Gas 

312 

12.3 

432 

7.4 

11.8 

6.9 

Dresser  Industries 

248 

13.6 

173 

11.6 

11.5 

8.3 

Associated  Dry  Goods 

313 

12.3 

288 

9.7 

11.6 

8.9 

BankAmerica  Corp 

249 

13.6 

94 

13.6 

14.3 

14.3 

Kroger 

314 

12J 

247 

10.3 

11.1 

9.0 

Combustion  Engine 

249 

13.6 

188 

11.3 

14.0 

10.7 

Sybron 

314 

12.3 

246 

lOJ 

11.8 

9.2 

Thrifty  Drug 

249 

13.6 

208 

11.0 

12.9 

10.0 

Central  &  Southwest 

316 

12.3 

450 

7.1 

12.2 

7.1 

Georgia-Pacific 

252 

13.5 

398 

7.9 

12.1 

6.6 

Kennecott  Copper 

317 

12.2 

236 

10.6 

8.7 

7.4 

Lear  Siegler 

253 

13.5 

205 

11.0 

def. 

def. 

McGraw-Edison 

318 

12.2 

147 

122 

10.1 

9.9 

Northrop 

253 

13.5 

322 

9.2 

8.5 

5.8 

Pitney-Bowes 

318 

122 

171 

11.7 

6.5 

5.5 

Outboard  Marine 

255 

13.4 

189 

11.3 

16.3 

12.6 

Grolier 

320 

12.2 

474 

6.8 

10.6 

7.0 

First  Bank  System 

256 

13.4 

100 

13.4 

15.1 

15.1 

American  Cyanamid 

321 

12.2 

230 

10.7 

11.3 

10.4 

Fairchiid  Industries 

25/ 

13.3 

297 

9.5 

13.2 

9.0 

Southwestern  Life 

322 

12.2 

145 

122 

13.8 

13.8 

Flickinger 

257 

13J 

165 

11.8 

12.3 

11.4 

FMC 

323 

12.1 

330 

9.1 

8.6 

6.9 

Harris-lntertype 

259 

13.2 

224 

10.8 

8.3 

6.8 

North  States  Power 

323 

12.1 

571 

5.7 

11.3 

5.3 

Amer  Hosp  Supply 

260 

13.2 

157 

12.0 

9.1 

8.6 

Commonwith  Edison 

325 

12.1 

512 

6.4 

10.8 

5.6 

Rich's 

260 

13.2 

219 

10.9 

11.7 

10.9 

Lone  Star  Gas 

325 

12.1 

441 

72 

14.0 

8.1 

Hyster 

262 

13.2 

198 

11.2 

9.5 

7.4 

Libbey-Owens-Ford 

327 

12.0 

162 

11.8 

13.2 

12.1 

Norton  Simon 

263 

132 

422 

7,5 

15.0 

8.4 

Natl  Bank  of  Detroit 

329 

12.0 

197 

112 

12.6 

11.1 

GAC 

264 

13.2 

•• 

0.8 

0.8 

Union  Electric 

330 

12.0 

558 

5.8 

10.5 

5.4 

Hercules 

26b 

13.1 

258 

10.1 

11.8 

8.9 

Gen  American  Trans 

.331 

12.0 

,537 

6.1 

13.3 

6.5 

Walgreen 

265 

13.1 

243 

10.4 

10.9 

8.1 

Honeywell 

332 

11.9 

376 

8.2 

7.4 

4.5 

Purex 

2b,' 

13.1 

159 

12.0 

10.7 

8.3 

Genesco 

.333 

11.9 

338 

8.9 

9.1 

6.4 

Marine  Midlani 

268 

13.1 

263 

10.1 

12.5 

9.4 

Northwest  Bancorp 

333 

11.9 

205 

11.0 

12.7 

11.8 

"Not  available;    lot  ta 

nked. 

def.— Deficit. 

'The  avera 

ge  return 

may  be  less  than 

a  5-year  period  as  footnoted  in 

individual 

industry  Yardstick 

!. 
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The  very  concept  of  insurance 

is  based  on  information 

and  experience. 

We're  quick  to  point  that  out 
because  we're  so  strong  in  both. 


TheMtosau  Story. 

Our  experience— and  the  information 
weve  gained  from  it— lets  us  build 
a  pretty  stout  case  for  our  capabilities. 

We  got  our  start  as  business  insurance 
specialists  back  in  1911,  when  Amer- 
icas first  constitutional  workmen's 
compensation  law  went  into  effect. 
In  fact,  we  wrote  the  nation's  first 
policy  under  the  new  law.  So  no  one 
has  served  this  field  longer  than  we 
have. 

And  we've  been  diligent  about  keep- 


ing track  of  everything  we've  learned. 
Today,  we  have  an  astonishing  amount 
of  knowledge  about  industrial  acci- 
dents and  their  consequences. 

Our  computers  hold  information  on 
300,000  injuries  and  275  million  dol- 
lars in  injury  costs. 

We  have  this  data  classified  according 
to  type  of  industry  and  five  other  cross- 
reference  categories.  Being  comput- 
erized, it's  readily  available  to  us,  so 
we  can  apply  current  information  to 


current  situations.  Including  yours. 

It's  an  example  of  how  we've  devel- 
oped special  skills  in  business  insur- 
ance by  concentrating  in  this  area. 
(Ever  notice  how  well  you  can  do 
something  when  you  really  concen- 
trate on  it?) 

It  means  you  can  get  specialized  help 
on  any  business  insurance  problem 
through  just  one  insurance  company. 
In  a  world  already  full  of  complications, 
we  offer  a  chance  to  simplify  your  life. 


come  to 
the 


sotuice 


Employers  Insurance  ofWatisau 

Wausau,  Wisconsin 


Who's  Where  in  Profitability 


5-Year' 

Latest  12-Month 

^ Return  on .^ 

EQUITY   TOTALCAPITAL 

5-¥ear» 

Latest  12-Month 

EQUITY             TOTAL  CAPITAL 

'^       EQUin 

TOTAL  CAPITAL 

EQUITY 

TOTALCAPITAL 

Company 

Rank 

Percent 

Rank 

Percent 

Percent 

Percent 

Company 

Air  Products  &  Chem 

Rank 

400 

Percent 
10.8 

Rank 

530 

Percent 
62 

Percent 

10.8 

Percent 

Em  hart 

335 

11.9 

237 

10.6 

10.8 

9.8 

6.1 

R  H  Macy 

Sec  Pac  Nat  Bnk  Cal 

336 

11.9 

446 

7.1 

10.2 

6.5 

H  H  Robertson 

401 

10.8 

28b 

9.7 

10.6 

8.9 

336 

11.9 

173 

11.6 

10.7 

10.7 

Ward  Foods 

401 

10.8 

4bl 

7.0 

1.8 

1.8 

Hart  Schaffner  Marx 

338 

11.9 

210 

11.0 

6.5 

5.7 

Marshall  Field 

403 

10.8 

283 

9.7 

9.5 

8.4 

Kerr-McGee 

338 

11.9 

391 

8.0 

11.2 

7.4 

Motorola 

404 

10.8 

355 

8.6 

7.8 

6.5 

Rockwell  Mfg 

340 

11.8 

280 

9.7 

11.0 

8.9 

Westinghouse 

405 

10.7 

346 

8.7 

10.2 

7.8 

ELTRA 

341 

11.8 

221 

10.9 

9.2 

9.0 

Del  Monte 

406 

10.7 

3/b 

Z2 

9.8 

6.5 

SCOA  Industries 

342 

11.7 

387 

8.1 

9.7 

6.7 

United  Brands 

40/ 

10.7 

241 

10.5 

def. 

def. 

Provident  Life 

343 

11.7 

167 

11.7 

12.2 

12.2 

Baza'r 

408 

10.7 

517 

64 

5.8 

4.1 

Cummins  Engine 

344 

11.7 

363 

8.4 

13.8 

9.1 

Union  Oil  California 

408 

10.7 

38b 

8.1 

8.1 

6.5 

Broadway-Hale 

345 

11.7 

256 

10.2 

12.4 

8.5 

ACF 

410 

10.6 

468 

6.9 

74 

6.8 

l-T-E  Imperial 

346 

11.6 

.301 

9.4 

10.7 

7.9 

Standard  Oil  (Ohio) 

410 

10.6 

2/4 

9.9 

4.2 

4.2 

Scovill  Mfg 

347 

11.6 

312 

9.3 

10.5 

7.0 

Addressograph-Muiti 

412 

10.6 

290 

9.6 

2.9 

2.9 

Western  Bancorp 

347 

11.6 

242 

10.4 

12.6 

11.4 

Bell  &  Howell 

413 

10.6 

330 

9.1 

8.9 

8.4 

J  Ray  McDermott 

349 

11.6 

289 

9.6 

1.7 

1.7 

Vornado 

414 

10.6 

453 

7.1 

9.3 

6.3 

Jim  Walter 

349 

11.6 

418 

7.5 

11.9 

8.9 

Cluett,  Peabody 

415 

10.5 

329 

9.1 

5.5 

5.0 

Virginia  Elec  &  Powr 

351 

11.6 

552 

5.9 

10.8 

5.2 

Celanese 

416 

10.5 

56/ 

5.8 

8.8 

5.3 

Penna  Power  &  Light 

352 

11.6 

578 

5.6 

11.4 

5.8 

Public  Service  (Colo) 

416 

10.5 

b9b 

5.5 

9.7 

5.1 

Interstate  Brands 

353 

11.5 

393 

8.0 

10.9 

7.9 

American  Investment 

418 

10.5 

653 

4.3 

7.9 

3.6 

Vulcan  Materials 

353 

11.5 

335 

9.0 

11.3 

8.4 

Philadelphia  Elec 
Burlington  Industs 

419 
420 

10.4 
10.4 

585 
404 

.5.6 
7.8 

10.3 
5.4 

54 

Manufacturers  Han 

355 

11.5 

177 

11.5 

12.0 

12.0 

4.6 

First  Natl  Boston 

356 

11.5 

180 

11.5 

13.2 

13.2 

Conill 

421 

104 

243 

104 

11.5 

11.5 

Grand  Union 

357 

11.5 

267 

10.0 

10.8 

9.7 

Evans  Products 

422 

10.4 

480 

6.7 

10.9 

7.1 

Joy  Manufacturing 

358 

11.5 

270 

10.0 

13.3 

10.3 

Questor 

423 

10.4 

304 

9.4 

7.7 

6.9 

Shell  Oil 

359 

11.4 

312 

9.3 

8.0 

6.2 

Federal-Mogul 
Avco 

424 
425 

10.4 
10.3 

312 
506 

9.3 
6.5 

9.7 
3.9 

8.4 

Stop  &  Shop 

360 

11.4 

478 

6.7 

5.8 

4.3 

3.9 

Time  Inc 

361 

11.4 

358 

8.6 

9.4 

7.1 

Cities  Service 

426 

10.3 

38/ 

8.1 

8.7 

6.9 

Singer 

362 

11.4 

327 

9.1 

8.8 

7.6 

National  General 

427 

10.3 

594 

5.5 

8.1 

4.3 

Fieldcrest  Mills 

363 

11.4 

365 

8J 

9.7 

7.2 

Otis  Elevator 

428 

10.3 

315 

9.3 

10.4 

7.7 

Union  Camp 

364 
365 

lU 
lU 

405 
283 

7.8 
9.7 

9.9 
def. 

6.3 
def. 

American  Nat  Gas 

429 

10.3 

581 

5.6 

9.9 

5.5 

Parkview  Gem 

Kendall 

430 

10.3 

376 

8.2 

94 

7.3 

Universal  Leaf  Tobac 

365 

11.3 

210 

11.0 

10.7 

10.1 

NLT 

431 

10.2 

252 

10.2 

10.6 

10.6 

Martin  Marietta 

367 

lU 

347 

8.7 

10.2 

6.6 

Warnaco 

431 

10.2 

399 

7.9 

7.1 

5.7 

Texas  Gas  Trans 

367 

11.3 

486 

6.6 

9.9 

6.8 

Middle  South  Util 

433 

10.2 

601 

54 

10.0 

5.3 

Sperry  Rand 

369 

11.3 

327 

9.1 

7.8 

7.0 

Northern  Nat  Gas 

434 

10.2 

546 

6.0 

9.3 

5.5 

Columbia  Gas  Sys 

370 

11.2 

508 

6.4 

11.0 

6.1 

Gimbel  Brothers 

435 

10.2 

366 

8.3 

54 

4.8 

Florida  Power  &  Lt 

370 

11.2 

492 

6.6 

10.7 

6.2 

United  Aircraft 

436 

10.2 

397 

8.0 

6.3 

5.1 

Standard  Oil  (Calif) 

372 

11.2 

262 

10.1 

10.9 

9.8 

Standard  Oil  (Ind) 

437 

10.2 

354 

8.6 

10.1 

8.2 

Metromedia 

373 

11.1 

508 

64 

9.3 

6.0 

Amstar 

438 

10.2 

502 

6.5 

15.5 

9.3 

Texas  Instruments 

373 

11.1 

300 

9.4 

10.2 

8.4 

Chemical  New  York 

438 

10.2 

295 

9.5 

11.0 

10.0 

First  Natl  City  Corp 

375 

11.1 

301 

9.4 

13.4 

11.4 

General  Tire  &  Rub 

438 

10.2 

423 

74 

10.6 

7.9 

Pillsbury 

375 

11.1 

343 

8.8 

8.3 

6.1 

General  Public  Util 

441 

10.1 

650 

4.5 

10.2 

4.1 

Continental  Oil 

377 

11.1 

344 

8.8 

10.8 

8.0 

Ampex 

442 

10.1 

457 

7.0 

def. 

def. 

Masonite 

377 

11.1 

305 

9.4 

14.5 

12.9 

Johns-Manville 

443 

10.0 

276 

9.8 

9.5 

9.0 

Timken 

379 

11.1 

204 

11.1 

10.6 

10.5 

North  Amer  Rockwell 

443 

10.0 

368 

8J 

104 

7.1 

Owens-Illinois 

380 

11.1 

473 

6.8 

10.9 

7.3 

Cincinnati  Milacron 

445 

10.0 

370 

8.3 

1.1 

1.1 

J  P  Morgan  &  Co 

381 

11.1 

251 

10.3 

14.4 

13.0 

Southern  Cal  Edison 

446 

10.0 

603 

5.4 

9.1 

5.0 

Chase  Manhattan 

382 

11.1 

307 

9.3 

13.1 

10.9 

Wells  Fargo 

447 

9.9 

361 

8.4 

9.7 

8.4 

H  J  Heinz 

382 

11.1 

381 

82 

10.3 

7.4 

Sundstrand 

448 

9.9 

336 

9.0 

def. 

def. 

Carrier 

384 

11.0 

349 

8.7 

10.7 

8.3 

Super  Food  Services 
Scott  Paper 

449 

450 

9.9 
9.9 

481 

395 

6.7   , 
8.0 

13.7 
54 

9.1 

Central  Soya 

384 

11.0 

334 

9.0 

11.2 

9.0 

4.5 

Mobil  Oil 

38b 

11.0 

290 

9.6 

11.5 

9.5 

Lincoln  National 

451 

9.9 

272 

9.9 

10.7 

10.7 

Northeast  Utilities 

386 

ll.O 

611 

5J 

10.5 

4,8 

Borman's 

452 

9.9 

389 

8.1 

def. 

def. 

Bankers  Trust  N  Y 

388 

no 

279 

9.8 

11.8 

10.9 

Kaiser  Alum  &  Chem 

452 

9.9 

560 

5.8 

5.3 

3.7 

Ogden 

389 

no 

401 

7.9 

11.2 

6.0 

Aluminum  Co  Amer 

454 

9.8 

515 

64 

6.5 

4.5 

RR  Donnelley  &  Sons 

390 

11.0 

240 

10.5 

11.6 

10.3 

Boston  Edison 

455 

9.8 

590 

5.5 

9.8 

5.2 

Duke  Power 

391 

10.9 

569 

5.7 

9.3 

4.8 

Charter  N  Y  Corp 

456 

9.8 

379 

8.2 

8.5 

7.3 

Stauffer  Chemical 

392 

10.9 

?fiO 

8.5 

8.5 

6.5 

Southern  Company 

456 

9.8 

62? 

5.2 

8.5 

4.6 

General  Reinsurance 

393 

10.9 

/13 

10.9 

14.0 

14.0 

Carolina  Power  &  Lt 

458 

9.7 

608 

5.3 

7.7 

4.5 

Sun  Oil 

J94 

'0.9 

37T 
-'SO 

8.2 

9.7 

9.3 

7.2 

Beech  Aircraft 

459 

9.7 

310 

9.3 

10.4 

7.1 

NL  Industries 

395 

10.D 

6.1 

5.1 

First  Chicago  Corp 

459 

9.7 

280 

9.7 

12.3 

12.2 

Pacific  Gas  &  Elec 

i'di^ 

10.9 

S9 

5.7 

10.5 

5.7 

Hilton  Hotels 

461 

9.7 

532 

6.2 

7.8 

5.3 

Del  r  Webb 

■'97 

10.9 

'. .  ■  .  ^ 

3.3 

8.5 

5.6 

American  Can 

462 

9.7 

470 

6.8 

6.7 

4.9 

Ex-CellO 

10.9 

30fa 

9.4 

4.7 

4.7 

Ford 

46? 

9.7 

348 

8.7 

11.3 

10.0 

Internali  Utilities 

nked 

;n.8 

def-Def 

549 

59 

13.2 

6.0 

New  England  Electric 

464 

9.7 

640 

4.7 

9.6 

4.9 

"Not  available,  not  r.i 

cit. 

'Tlie  average  return 

may  be  less  than 

a  5. year  period  as  footnoted  in 

ndividual 

industry 

Yardsticks. 
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Who's  Where  in  Profitability 


5-Ywr* 

^SHS^SPS^^ 

Latest  12-Month 

S-Ywr* 

Latest  12-Month 
EQUITY   TOTAL  CAPITAL 

EQUITY 

TOTAL  CAPITAL^' 

EQUITY 

TOTAL  CAPITAL 

EQUITY            TOTAL  CAPITAL 

Company 

Rank 

Percent 

Rank 

Percent 

Percent 

Percent 

Company 
Midland-Ross 

Rank 

531 

Percent 
8.5 

Rank 

439 

Percent 
7.2 

Percent 

6.1 

Percent 

Rex  Chainbelt 

464 

9.7 

326 

9.1 

9.2 

7.5 

5.0 

Union  Carbide 

464 

9.7 

424 

7.4 

8.5 

6.4 

Transamerica 

532 

8.5 

441 

12 

6.7 

3.1 

Bendix 

467 

9.6 

341 

8.9 

8.0 

6.6 

Monsanto 

533 

8.4 

503 

6.5 

7.1 

5.4 

F  W  Woolworth 

468 

9.6 

391 

8.0 

9.4 

7.7 

Sunbeam 

534 

8.4 

453 

7.1 

9.6 

6.9 

Getty  Oil 

469 

9.6 

350 

8.7 

9.4 

8.4 

Shop  Rite  Foods 

535 

8.4 

456 

7.0 

12 

12 

Niagara  Mohawk  Pow 

1  470 

9.6 

643 

4.7 

8.2 

4.5 

United  Merch  &  Mfrs 

536 

8.4 

503 

6.5 

6.5 

4.8 

Consumers  Power 

471 

9.6 

577 

5.6 

8.6 

5.0 

North  Amer  Philips 

537 

8.4 

366 

8.3 

5.2 

3.9 

Kaiser  Steel 

471 

9.6 

628 

5.1 

def. 

def. 

International  Paper 

538 

8.4 

429 

7.4 

6.0 

5.1 

Stanley  Works 

471 

9.6 

383 

8.1 

10.8 

9.0 

Amsted  Industries 

539 

8.3 

370 

8.3 

7.4 

7.1 

Wisconsin  Qec  Pow 

471 

9.6 

601 

5.4 

9.4 

5.1 

Bemis 

540 

8.3 

469 

6.9 

5.1 

4.6 

General  Cigar 

475 

9.5 

516 

6.4 

9.4 

8.0 

ContI  Air  Lines 

540 

83 

618 

5.2 

5.4 

3.3 

Fruehauf 

476 

9.5 

457 

7.0 

7.8 

5.1 

Diamond  Shamrock 

540 

8.3 

457 

7.0 

5.2 

4.9 

Alcan  Aluminium 

477 

9.4 

583 

5.6 

7.3 

4.7 

InterntI  Basic  Econ 

540 

8.3 

463 

7.0 

4.3 

3.2 

Arlan's  Dept  Stores 

478 

9J 

463 

7i) 

def. 

def. 

Consolidated  Edison 

544 

8J 

649 

4.5 

8.1 

4.4 

Pac  Gamb  Robinson 

478 

9.3 

383 

8.1 

12.0 

10.6 

Phillips  Petroleum 

545 

8.3 

494 

6.5 

7.3 

5.7 

Rohm  &  Haas 

478 

9.3 

307 

9.3 

6.9 

6.5 

Connecticut  General 

546 

8.2 

373 

8.2 

6.5 

6.5 

Fairmont  Foods 

481 

9.3 

421 

7.5 

8.3 

6.8 

Rath  Packing 

547 

8.2 

599 

5.4 

32.1 

16.1 

Jefferson-Pilot  Corp 

481 

9.3 

316 

9.2 

9.5 

9.5 

Atlantic  Richfield 

548 

8.2 

472 

6.8 

7.7 

6.4 

American  Tel  &  Tel 

483 

9.3 

479 

6.7 

8.9 

6.0 

Airco 

549 

8.2 

598 

5.4 

6.6 

4.3 

Gamble-Skogmo 

484 

9.3 

636 

4.8 

10.3 

4.4 

National  Steel 

550 

8.2 

450 

7.1 

5.2 

4.9 

Carborundum 

485 

9.3 

413 

7.7 

7.9 

6.4 

Kimberly-Clark 

550 

8.2 

467 

6.9 

5.2 

4.7 

Roper 

486 

9.2 

321 

9.2 

8.2 

8.0 

G  C  Murphy 

651 

8.1 

420 

7.5 

7.6 

6.4 

Gould 

487 

9.2 

402 

7.9 

10.1 

7.8 

Federal  Company 

552 

8.1 

409 

7.7 

2.9 

2.8 

Mellon  Natl  Bank 

487 

9.2 

318 

92 

9.6 

9.6 

Distillers  Corp-Seag 

553 

8.1 

467 

6.9 

5.6 

5.6 

Crown  Zellerbach 

489 

9.2 

489 

6.6 

6.5 

4.9 

Green  Giant 

554 

8.1 

533 

6.1 

6.7 

5.2 

Safeco 

490 

9.2 

324 

9.1 

13.1 

13.1 

Koppers 

554 

8.1 

523 

6,3 

7.9 

5.8 

Food  Fair  Stores 

491 

9.2 

496 

6.5 

8.1 

5.4 

Sherwin-Williams 

556 

8.0 

445 

7.2 

6.6 

5.4 

Dayton  Hudson 

492 

9.2 

450 

7.1 

7.6 

6.0 

Uniroyal 

557 

8.0 

576 

5.7 

6.2 

3.8 

Potomac  Elec  Pow 

492 

9.2 

614 

5.3 

8.5 

5.0 

Cutler-Hammer 

558 

8.0 

496 

6.5 

8.3 

6.3 

Detroit  Edison 

494 

9.1 

616 

5.3 

7.9 

4.6 

Allied  Chemical 

559 

8.0 

690 

5.5 

7.6 

5.1 

Liggett  &  Myers 

495 

9.1 

369 

8.3 

11.1 

9.7 

Northwest  Industries 

560 

8.0 

631 

4.9 

17.0 

8.5 

U  S  Plywood-Champ 

496 

9.1 

512 

6.4 

7.2 

4.7 

InternatI  Multifoods 

561 

8.0 

545 

6.0 

9.2 

6.4 

Borg-Warner 

497 

9.0 

380 

8.2 

8.2 

6.9 

CNA  Financial 

562 

7.9 

400 

7.9 

9.6 

9.6 

Thiokol  Chemical 

497 

9.0 

412 

7.7 

7.9 

5.8 

A  0  Smith 

563 

7.9 

465 

7.0 

5.7 

5.0 

Pet 

499 

9.0 

429 

7.4 

9.8 

7.2 

VWR  United 

564 

7.8 

487 

6.6 

6.0 

5.2 

Lone  Star  Industries 

500 

9.0 

490 

6.6 

8.5 

6.7 

Kaiser  Industries 

565 

7.8 

508 

6.4 

2.9 

2.9 

El  Paso  Natural  Gas 

501 

9.0 

630 

5.0 

10.0 

5.6 

Pennwalt 

565 

7.8 

457 

7,0 

6.2 

5.0 

Owens-Corn  Fiberg 

502 

8.9 

436 

7.2 

8.5 

6.6 

MCA 

567 

7.7 

491 

6.6 

7.7 

6.9 

St  Paul  Companies 

503 

8.9 

338 

8.9 

12.4 

12.4 

Deere  &  Co 

568 

7.7 

520 

6.3 

7.5 

6.1 

Am  Broadcasting  Cos 

504 

8.9 

536 

6.1 

7.1 

4.8 

Great  Atl  &  Pac  Tea 
Mohasco  Industries 

569 

7.7 

427 

7.4 

6.3 

6.1 

Amfac 

505 

8.9 

437 

7.2 

10.^ 

7.6 

570 

7.6 

529 

6.2 

8.1 

5.7 

Columbia  Pictures 

505 

8.9 

585 

5.6 

def. 

def. 

W  R  Grace 

570 

7.6 

552 

5.9 

7.4 

6.1 

ESB 

505 

8.9 

407 

7.7 

10.4 

8.8 

Carson  Pirie  Scott 

572 

7.6 

567 

U 

4.9 

3.6 

Cabot 

508 

8.9 

414 

7.6 

9.2 

6.9 

Cannon  Mills 

573 

7.6 

416 

7.6 

7.3 

7.3 

Havatampa  Cigar 

508 

8.9 

359 

8.5 

11.1 

10.2 

Inland  Steel 

573 

7.6 

500 

6.5 

5.6 

4.7 

Simmons 

510 

8.9 

390 

8.1 

8.5 

7.6 

Koehring 

573 

7.6 

431 

7.4 

0.4 

0.4 

Dravo 

511 

8.8 

438 

7.2 

5.5 

4.2 

Phillips-Van  Heusen 

573 

7.6 

503 

6.5 

6.8 

5.1 

Con  Natural  Gas 

512 

8.8 

528 

62 

9.6 

6.5 

Crowell-Coll  &  Macm 

577 

7.6 

444 

7.2 

32 

3.2 

Borden 

513 

8.8 

477 

6.7 

10.5 

6.9 

Universal  Oil 

578 

7.5 

541 

6.0 

def. 

def. 

DiGiorgio 

513 

8.8 

526 

6.2 

9.2 

6.1 

Collins  Radio 

579 

7.5 

588 

5.5 

def. 

def. 

Foster  Wheeler 

515 

8.8 

403 

7.8 

9.3 

7.8 

Pullman 

579 

7.5 

506 

6.5 

5.3 

4.5 

Pacific  Lighting 

516 

8.7 

581 

5.6 

9.5 

5.7 

Braniff  Airways 

581 

7.5 

668 

3.6 

8.4 

4.3 

Cerro 

517 

8.7 

364 

8.4 

2.1 

2.1 

SCM 

582 

7.5 

549 

5.9 

3.4 

def. 

Allied  Mills 

518 

8.7 

375 

8.2 

2.4 

2.2 

Allied  Stores 

583 

15 

613 

5.3 

5.3 

4.0 

So  New  England  Tel 

518 

8.7 

538 

6.1 

8.5 

5.5 

Hammermill  Paper 

584 

7.5 

620 

5.2 

3.3 

2.6 

Amer  General  Ins 

520 

8.7 

352 

8.7 

9.6 

9.6 

Olin  Corp 

585 

lA 

595 

5.5 

3.5 

2.9 

Armstrong  Cork 

520 

8.7 

352 

8.7 

7.9 

7.7 

National  Industries 

586 

7.4 

606 

5.4 

7.5 

5.1 

Inmont 

520 

8.7 

552 

5.9 

0.4 

0.4 

Allegheny  Ludlum 

587 

7.4 

483 

6.7 

def. 

def. 

Natl  Distil  &  Chem 

523 

8.7 

583 

5.6 

6.9 

4.8 

Stokely-Van  Camp 

587 

7.4 

535 

6.1 

6.8 

6.0 

Kelsey-Hayes 

525 
526 

8.6 
8.6 

417 
547 

7.6 
6.0 

5.5 
11.4 

4.5 
7.8 

Chubb 

589 

7J 

434 

7.3 

9.2 

9.2 

Brunswick 

Armco  Steel 

590 

7,3 

540 

6.1 

4.1 

3.8 

May  Dept  Stores 

527 

8.6 

525 

6J 

9.0 

6.4 

A  E  Staley  Mfg 

591 

7.3 

466 

6.9 

5.3 

4.7 

Allied  Products 

528 

8.6 

471 

6.8 

3.1 

3.0 

Marcor                     , 

591 

7J 

655 

42 

72 

4.7 

Revere  Copper 

529 

8.6 

590 

5.5 

3.7 

3.2 

US  Gypsum              \ 

593 

7.3 

474 

6.8 

7.5 

6.6 

Interstate  Stores 

530 

8.6 

415 

7.6 

0.1 

0.1 

Penn  Fruit               | 

594 

7.2 

547 

6.0 

9.8 

8.0 

"Not  available;  not  ranked.        def.— Deficit.         'The  average  return  may  be  less  than  a  5-year  period  as  footnoted  in  individual  industry  Yardsticks. 
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Who's  Where  in  Profitability 


5-Ve8r' 

Latest  12-Month 

^ Return  on ^ 

EQUITY   TOTALCAPITAL 

5-Year* 

Latest  12-Month 

EQUITY              TOTAL  CAPITAL 

EQUITY 

TOTAL  CAPITAL 

EQUITY 

TOTALCAPITAL 

Company 

Rank 

Percent 

Rank 

Percent^ 

Percent 

Percent 

Company 
Union  Pacific 

Rank 

661 

Percent 
5.3, 

Rank 

639 

Percent 
4.8 

Percent 

5.6 

Percent 

Certain-teed  Prods 

595 

7.2 

597 

5.5 

14.2 

9.2 

4.5 

PPG  Industries 

596 

7.2 

551 

'^  '-■ 

7.8 

5.5 

Peoples  Drug  Stores 

663 

53 

648 

4.5 

5.9 

5.0 

National  Tea 

yyi 

7.2 

544 

oJ) 

7.3 

5.6 

Comsat 

664 

5.2 

63/ 

4.8 

9.5 

8.9 

\               American  Airlines 

598 

7.2 

679 

3.1 

def. 

def. 

Thriftimart 

665 

5.1 

656 

4.2 

def. 

def. 

'               Westvaco 

598 

7.2 

620 

5.2 

1.8 

1.5 

Trans  World  Airlines 
Great  West  Financial 

666 
667" 

\5.1 
5.0 

684 

2.7 

«« 

def. 
10.1 

def. 

Acme  Markets 

600 

7.1 

483 

6.7 

8.5 

7.2 

9.0 

Aetna  Life  &  Caslty 

601 

7.1 

449 

7.1 

13.7 

13.5 

Dillingham  Corp 

668 

5.0 

675 

3.4 

def. 

def. 

Ling-Temco-Vought 

602 

7.0 

493 

6.6 

def. 

def. 

C&O/B&O  Railroads 

669 

5.0 

666 

33 

5.1 

3.9 

Bergen  Brunswig 

603 

7.0 

483 

6.7 

3.5 

3.5 

J  P  Stevens 

670 

4.9 

659 

4.1 

def. 

def. 

Chemetron 

603 

7.0 

574 

5.7 

1.6 

1.6 

Missouri  Pacific  R  R 

671 

4.8 

682 

2.8 

5.2 

3.1 

Chrysler 

605 

7.0 

542 

6.0 

2.8 

2.8 

J  J  Newberry 

672 

4.7 

662 

4.0 

1.4 

1.4 

Castle  &  Cooke 

606 

6.9 

563 

5.8 

2.5 

2.5 

Control  Data 

673 

4.7 

644 

4.7 

2.5 

2.5 

Bethlehem  Steel 

607 

6.9 

530 

6^ 

5.5 

4.8 

Intl  Minerals  &Chem 

674 

4.6 

665 

3.9 

7.3 

4.8 

Natl  Cash  Register 

608 

6.9 

499 

6.5 

3.0 

3.0 

Boise  Cascade 

675 

4.5 

664 

3.9 

0.2 

0.2 

West  Point-Pepperell 

609 

6.8 

476 

6.8 

3.3 

3.3 

Curtiss-Wright 

675 

4.5 

652 

43 

def. 

def. 

White  Motor 

609 

%A 

578 

5.6 

def. 

def. 

Western  Union 

677 

4.4 

663 

4.0 

2.5 

2.5 

M-G-M 

611 

6.8 

572 

5.7 

10.5 

6.9 

American  Bakeries 

678 

43 

674 

3.4 

2.2 

2.2 

Babcock  &  Wilcox 

612 

6.8 

496 

6.5 

6.7 

6.1 

Santa  Fe  Industries 

679 

4.3 

670 

3.6 

4.6 

3.7 

Norfolk  &  Western 

612 

6.8 

599 

%A 

6.9 

5.9 

Seaboard  Coastline 

680 

4.2 

672 

3.5 

6.2 

4.8 

Federal  Natl  Mortge 

614 

6.8 

•  0 

11.9 

0.0 

Allied  Supermarkets 

681 

4.1 

660 

4.1 

def. 

def. 

Interlake 

615 

6.8 

574 

5.7 

6.0 

4.8 

Massey-Ferguson 

682 

4.0 

669 

3.6 

def. 

def. 

Swift 

616 

6.7 

614 

5J 

8.9 

6.0 

Bohack 

683 

3.8 

676 

3.3 

def. 

def. 

Alexander  &  Baldwin 

617 

6.7 

520 

6.3 

1.8 

1.8 

American  Standard 

684 

3.8 

667 

33 

def. 

def. 

Southern  Railway 

618 

6.6 

625 

5.2 

8.2 

6.1 

Cone  Mills 

685 

3.6 

671 

3.5 

4.5 

4.2 

U  S  Fidelity  &  Guar 

619 

6.6 

495 

6.5 

7.7 

7.7 

Morrison-Knudsen 

686 

3.4 

678 

3.2 

4.2 

3.2 

Crane 

620 

6.5 

610 

5.3 

6.3 

4.1 

Eastern  Air  Lines 

687 

33 

688 

23 

def. 

def. 

St  Regis  Paper 

621 

6.5 

626 

5.2 

4.1 

3.6 

H  K  Porter 

683 

33 

677 

33 

2.4 

2.4 

UAL 

621 

6.5 

673 

3.5 

def. 

def. 

City  Stores 

689 

3.2 

680 

3.0 

def. 

def. 

Anaconda 

623 

6.4 

560 

5.8 

def. 

def. 

Colt  Industries 

690 

2.9 

681 

2.9 

3.9 

3.9 

Norton 

623 

%A 

542 

6.0 

4.9 

4.7 

Wheeling-Pitts  Steel 
Jones  &  Laughlin 

691 
692 

2.9 
2.7 

686 
686 

2.7 
2.7 

3.6 
1.4 

3.1 

American  Nat  Ins 

625 

M 

511 

6.4 

6.5 

6.5 

1.4 

M  Lowenstein  &  Sons 

626 

6J 

604 

5.4 

6.4 

6.2 

Arden-Mayfair 

693 

2.7 

684 

2.7 

2.5 

2.5 

Goldblatt  Bros 

62/ 

6.3 

61/ 

5.2 

5.0 

4.4 

Allis-Chalmers 

694 

2.4 

691 

2.4 

1.8 

1.7 

Maremont 

627 

6J 

619 

5.2 

10.3 

7.3 

Budd 

695 

2.4 

689 

2.4 

def. 

def. 

National  City  Lines 
Reynolds  Metals 

627 
630 

6.3 
6.2 

635 
661 

4.9 
4.1 

7.8 
1.9 

4.3 
1.9 

McLouth  Steel 

696 

2.4 

690 

2.4 

def. 

def. 

Burlington  Northern 

697 

2.3 

692 

23 

2.5 

2.5 

Talley  Industries 

630 

6.2 

604 

5.4 

7.9 

6.5 

Dan  River 

697 

23 

69? 

23 

def. 

def. 

INA 

632 

6.2 

527 

6.2 

11.0 

11.0 

Springs  Mills 

699 

2.2 

694 

2.2 

2.5 

2.4 

Southern  Pacific 

632 

6.2 

642 

4.7 

7.2 

4.9 

American  Motors 

700 

1.9 

696 

1.9 

5.2 

4.6 

Boeing 

631 

6.2 

632 

4.9 

2.9 

2.8 

Bangor  Punta 

700 

1.9 

695 

1.9 

0.8 

0.8 

Murphy  Oil 

635 

6.2 

555 

5.9 

7.1 

5.8 

Libby,  McNeill  8,  Lib 

702 

1.9 

697 

13 

0.4 

0.4 

Mead 

636 

6.2 

555 

5.9 

4.4 

4.4 

First  Natl  Stores 

703 

1.8 

697 

13 

0.4 

0.4 

Signal  Companies 

63/ 

6.1 

645 

4.7 

def. 

def. 

Brown  Company 

704 

1.4 

699 

1.4 

5.4 

3.4 

National  Gypsum 

638 

6.1 

588 

5.5 

5.9 

5.0 

Penn  Central 

705 

1.1 

700 

1.1 

def. 

def. 

Western  Air  Lines 

638 

6.1 

651 

4.4 

5.8 

3.9 

Amer  Export  Indust 

706 

0.9 

701 

0.9 

def. 

def. 

Archer-Daniels-MJd 
F              Cyclops 

640 

6.1 

527 

5.2 

10.8 

8.2 

Admiral 

707 

0.5 

70? 

0.5 

def. 

def. 

641 

6.0 

624 

5.2 

3.9 

3.4 

Chi  Milw  St  P  &  Pac 

708 

0.4 

703 

0.4 

def. 

def. 

Amer  Chain  &  Cable 

642 

6.0 

563 

5.8 

3.9 

3.7 

Fairchild  Camera 

709 

0.2 

704 

0.2 

def. 

def. 

GAF 

643 

6.0 

632 

4.9 

5.9 

4.3 

Chicago  Rock  Island 

710 

def. 

705 

def. 

def. 

def. 

Lockheed  Aircraft 

643 

6.0 

mi 

5.3 

def. 

def. 

Lykes-Youngstown 

710 

def. 

705 

def. 

def. 

def. 

Travelers 

645 

5.9 

557 

5.9 

6.8 

6.6 

Northeast  Airlines 

710 

def. 

705 

def. 

def. 

def. 

Bunker-Ramo 

646 

5.8 

559 

5.8 

0.7 

0.7 

NVF 

710 

def. 

705 

def. 

def. 

def. 

Flmtkote 

64/ 

5.8 

638 

4.8 

6.8 

5.4 

Amer  Intnl  Group 

•• 

•• 

15  6 

15  6 

General  Instrument 

64/ 

5.8 

585 

5.6 

2.4 

2.4 

Arlen  Realty  &  Devel 

e* 

•e 

** 

Republic  Steel 

64/ 

5.8 

634 

4.9 

1.2 

1.2 

Daylin 

•a 

•• 

19.1 

8.7 

Crum  &  Forster 
USM 

650 

5.8 

563 

5.8 

7.8 

7.7 

Foodarama  Suprmkts 

•• 

•• 

14.2 

9.9 

650 

5.8 

563 

5.8 

2.0 

2.0 

General  Host 

«o 

•e 

** 

** 

Potlatch  Forests 

652 

5.7 

646 

4.6 

3.3 

2.9 

Great  North  Nekoosa 

•• 

e* 

54 

38 

Internatl  Harvester 
Continental  Corp 

653 
651 

5.6 
5.6 

629 
590 

5.1 
5.5 

2.8 
7.5 

2.8 
7.1 

Great  Scott  Suprmkts 
Jack  Eckerd 

•• 
«o 

•• 
•* 

19.7 
22  2 

18.4 
16  8 

Anderson-Clayton 

bbb 

5.5 

641 

4.7 

7.5 

6.4 

Kane-Miller 

•• 

0* 

6.8 

4.8 

United  States  Steel 
General  Dynamics 

6"i5 

647 

4.5 

4.3 

3.6 

Kinney  Natl  Service 

•  • 

•  • 

36.2 

12.6 

657 

653 

4.3 

def. 

def. 

Levi  Strauss 

•• 

•o 

22  2 

18  8 

Pan  Am  Wrid  Airways 
Twentieth  Cent-Fox 
B  F  Goodrich 
Illinois  Central  Ind 

6b/ 
659 
660 
661 

5.b 
53 

r  ■■» 

683 
658 

2.8 
42 
5J 
*-2 

def. 
def. 
3.5 
5.3 

def. 
def. 
3.5 
4.1 

Omega-Alpha 
Peter  Eckrich  &  Sons 
Schering-Plough 

•• 
•« 

•• 
•• 
•• 

23.3 

** 
233 

"Not  available;  not  ranked. 

def.-Ui'l 

itit. 

•The  average  return 

may  be  less  than 

a  Syear  period  as  footnoted  in 

individual 

industry  Yardsticks. 
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Imported  by  Somerset  importers.  Ltd..  N.Y  ,  N.Y.  Prices  may  vary  accordmg  to  state  and  local  taxes 


^ 


^ 


Refills  available.  About  $60. 

JohnniL'  Walker  Black  Label  Six-Pack,  about  $60.  Sold  separately,  about  $10  a  fifth. 


One  problem  with96%< 

is  that  th^  only  se 


■  This  is  where  theyVe  selling. 
■This  is  where  we  can  help. 

Economic  conditions  in  the  U.S.  over  the  past  couple  of 
years  have  certainly  proven  the  mx'd  for  American  companies 
to  diversify  thoir  marketing  efforts  and  their  markets. 

And  whether  your  conpany  is  one  of  the  96%  who  don't  do 
business  intei .  ationol  Ivor  one  ot  the  4%  who  do,  there  are  a  great 
many  internation  -  -^sc  'unities  open  to  you.  With 

export  being  iust 

You  might  fine  -.-our  company  might 

be  more  compct.tr  .,.,,,      ,,^  manufacturing 

IcK-ally  Or  you  might !  olc  to  go  me  acquisition  route. 


Our  world  wide  services. 

But  no  matter  what  sort  of  international  operation  yc 
pany  is  undertaking,  or  should  be  considering,  Chemic 
can  provide  all  the  international  banking  and  financial ! 
and  advice  you  need. 

Everything  from  routine  banking  and  financial 
like:  foreign  exchange  and  letters  of  credit;  to  financing! 
plant  acquisitions  and  expansions;  to  sophisticated  inter 
financial  concepts. 

Our  world-wide  people. 

Chemical  Bank  has  been  providing  services  like  these 
140  years.  And  the  way  we  provide  you  with  all  these  s 
today  is  through  a  U.S.  international  officer  who  is  respc 


Jll 


unerican  manutacturers 
b5%ofthe¥forid* 


ur  relationship  worldwide.  You  get  him  in  addition  to  the 
nt  service  officer  other  banks  offer 

he  international  officer  calls  upon  the  knowledge  and  ex- 
ice  of  our  foreign  country  specialists  and  coordinates  their 

in  your  behalf. 
\nd  that  saves  your  having  to  deal  with  one  man  for  your 
ess  in  the  Far  East,  another  for  your  business  in  Europe,  and 
:hers  for  other  areas. 

Our  world  wide  offices. 

urther,  we  back  our  people  up  with  people  and  branches 
issels,  Frankfurt,  London,  Paris,  Zurich,  Nassau  and  repre- 
tive  offices  throughout  the  world. 

>o  maybe  you  ought  to  stop  poring  over  those  profit  and 
atements  long  enough  to  pore  over  a  map  of  the  world 


and  telephone  your  Chemical  Bank  representative.  Or  write: 
Mr  Chandler  Mahnken,  20  Pine  Street,  New  York,  N.Y.  10015. 
Telephone  (212)  770-1848.  And  take  advantage  of  the  11  billion 
dollars  we  have  invested  in  the  world. 

It  just  might  be  more  profitable  for  your  company  in  the 
long  run. 

Main  Office:  New  York.  Branch  Offices:  Brussels,  Frankfurt, 
London,  Paris,  Zurich,  and  Nassau.  Representative  Offices  in 
Beirut,  Madrid,  Bogota,  Buenos  Aires,  Caracas,  Rio  de  Janeiro, 
Sao  Paulo,  Mexico  City,  Hong  Kong,  Manila,  and  Tokyo.  Corre- 
spondent banks  in  over  185  nations. 

CkmicalBanc 

We  do  more  for  your  money. 


ki''}U 


m«S^r*: 


The  great  bright  hope 


Since  the  invention  of  the  incan- 
descent lamp  in  1879.  scientists  have 
discovered  countless  new^uses  for 
electricity.  The  demand  for  electric 
power  has  never  stopped  ^i'owing. 
,To  me^l  the  steadily  growing 
q««d  for  efe^ricity  in  tomorrovy's 

is  ^''||i|tt&i!y  ^'i^l^SMiJHfl       im- 
pori:)(^^^M|L  soufc^^^^^^^K . 

A^^^^k^Mro^i^^^^^^^t^d 

plant  com^^H^^^^Wn^l^^nd 
equipmen^^^^^^^nkMn  corporate 


insurance  and  employee  benefit  plans? 

Tomorrow's  questions  need  an- 
swers today.  And  the  best  place  to 
start  is  with  Marsh  &  McLennan.  As 
industry's  leading  insurance  brokers 
we  specialize  in  helping  to  solve  the 
increasingly  complex  insurance  prob- 
lems of  business  and  industry. 

No  matter  what  business  you're 
in,  if  you  plan  to  be  in  it  tomorrow, 
call  us  today. 

Marsh  &  McLennan 

Industry's  leading  insurance  brokers 
A  Subsidiary  of  Marlennan  Corp. 


iJIJ 

^1%^ 

ys 

stock  is  apt  to  be  accorded  a  very  generous  price  multiple. 

l/l/ 

hi 

Indeed,  the  lower  the  i 

-eturn,  the 

greater 

the  opportunity 

W¥  i 

i  i\ 

for  earnings  growth. 

M      ^      M 

m 

But  it  is  important  to 

distinguish 

real  growth  from 

short- 

M/ 

h/^ 

\y^ 

term  spurts.  All  too  often  Wall  Str 

eeters,  in  their  preoccu- 

VVl 

7c 

irG 

pation  with  year-to-yeai 

and  even 

quarter- 

to-quarter 

earn- 

W   W   M 

m  \d 

rm     \^ 

ings  swings,  emphasize 

growth  that  does 

not  last. 

Stock 

m 

price  movements  based 

on  that  kind  of  gr 

owth  tend 

to  be 

m 

very  erratic.  Prices  soai 

•,  then  drop  back 

six  month 

s  or  a 

year  later.  Investors  get 

hurt. 

It  is  far  better,  then. 

to  look  at 

earnings  growth 

aver  a 

i 

^^^ 

V  M  M  i 

r^A 

longer  period  of  time,  as 

Forbes  does  in  the  accompanying 

1 

irC\ 

14/ 

Tn 

table  with  its  five-year  view.  It  can 

fade  too,  but  at  1 

east  it 

\ 

^i  yj 

r  Yi^ 

c## 

has  met  the  test  of  time. 

It's  not  just 

a  flash 

n  the  pan 

Be  wary,  however,  of 

earnings  g 

rowth  r 

ites  of  30%,  40% 

Among  businessmen 

themselves. 

the  most 

aasic  measure- 

and  higher.  No  company,  no  matter  how 

good,  can 

keep 

nient  of  success  is  profitability— a 

company's 

rate  of  profit. 

growing  that  fast  over 

any  extended  period.  Chances  are 

its  return  on  capital. 

But  in  the 

stock   market. 

earnings 

you'll  find  the  true  growth  companies  in 

the  10%-to-20% 

growth  usually  carries 

more  weigl 

It  than  a  company's  rate 

annual  earnings  growth  spectrum. 

Which, 

after  all. 

is  not 

of  return.  A  company 

s  return,  in 

fact,  may 

be  quite  low. 

to  be  sneezed  at.  The  median  earnings  gro 

wth  for  the  727 

but  if  its  earnings  per 

share  are  moving  up 

noticeably,  its 

companies  was  a  bare  1.2%  over  the  last  five 

years.   ■ 

5-Y«ar  Annual* 

5-Year  Annual* 

;            5- Year  Annual* 

5-Year  Annual* 

Earnings  P« 

r  Share  Growth 

Sales  Growth 

/    Earnings  Per  Share  Growth         Sales  Growth 

Company 

Rank 

Percent 

Rank 

Percent 

Company 

Rank 

Percent 

Rank 

Percent 

Great  West  Financial 

1 

66.4 

408 

8.1 

Zapata  Norness 

38 

18.5 

3 

61.4 

Saxon  Industries 

2 

53.4 

2 

61.4 

Jim  Walter 

39 

17.8 

22 

33.9 

Skyline 

3 

50.9 

23 

33.2 

Amerada  Hess 

40 

17.6 

103 

16.0 

Comsat 

4 

49.5 

10 

46.5 

Marcor 

41 

17.4 

321 

9.8 

Daniel  International 

5 

44.2 

123 

15.2 

Burroughs 

42 

17.4 

188 

12.9 

Loew's 

6 

39.3 

11 

46.4 

Flickinger 
Firestone  Tire  &  Rub 

43 
44 

17.2 
17.1 

173 

513 

13.2 

Jack  Eckerd 

7 

37.6 

13 

44.4 

6.5 

Fedders 

8 

36.4 

18 

37.5 

American  Express 

/          45 

17.0 

243 

11.4 

City  Investing 

9 

35.1 

5 

58.2 

Kinney  Natl  Service 

>          45 

17.0 

40 

23.9 

Fisher  Foods 

10 

34.6 

43 

23.3 

Marriott 

47 

17.0 

41 

23.7 

Penn  Fruit 

11 

31.8 

94 

16.8 

Ryder  System 

48 

16,9 

29 

29.9 

Pittston 

12 

289 

18.7 

12.9 

Anheuser-Busch 

49 

16.9 

199 

12.6 

Knight  Newspapers 

13 

26.6 

27 

31.3 

Xerox 

"F" — —-— ■ 

,           50 

16.1 

32 

28.4 

McDonnell  Douglas 

14 

26.2 

712 

-3.7 

J  P  Morgan  &  Co 

1          51 

16.0 

85 

17.4 

National  General 

15 

25.3 

6 

51.5 

Coca-Cola 

'/          52 

16.0 

200 

12.5 

Geo  A  Hormel 

16 

24.9 

504 

6.8 

Waldbaum 

53 

15.9 

97 

16.5 

American  IntI  Group 

17 

24.7 

102 

16.0 

Giant  Food 

'i          54 

15.7 

91 

17.0 

Archer-Daniels-Mid 

18 

24.4 

196 

12.7 

Norris  Industries 

^"'"        55 

15.4 

95 

16.7 

Tandy 

19 

23.8 

8 

48.3 

Amfac 

1,          56 

15.4 

31 

29.6 

Oscar  Mayer 

20 

23.5 

181 

13.1 

Norton  Simon 

i          57 

15.2 

622 

4.2 

Federal  Natl  Mortge 

21 

23.2 

12 

44.8 

St  Paul  Companies 

57 

15.2 

162 

13.5 

AIco  Standard 

22 

22.7 

4 

61.0 

Franklin  New  York 

59 

15.1 

105 

16.0 

General  Reinsurance 

23 

22.1 

136 

14.7 

Safeco 

60 

15.1 

227 

11.7 

S  S  Kresge 

24 

21.8 

50 

21.5 

First  Natl  City  Corp 

i          61 

15.1 

38 

25.7 

Newmont  Mining 

25 

21.6 

655 

2.8 

Melville  Shoe 

i         62 

15.0 

96 

16.6 

Ohio  Casualty 

26 

21.4 

108 

15.8 

Bunker-Ramo 

1          63 

14.9 

670 

2.1 

Occidental  Petroleum 

27 

20.5 

16 

39.4 

First  Bank  System 

'          63 

14.9 

156 

13.6 

Philip  Morris 

28 

20.2 

73 

18.0 

Aetna  Life  &  Caslty 

65 

14.6 

285 

10.4 

Masonite 

29 

20.1 

124 

15.2 

Brown  Company 

66 

14.6 

607 

4.8 

Alexander's 

30 

19.8 

315 

9.9 

Jos  Schlitz  Brewing 

66 

14.6 

194 

12.8 

Certain-teed  Prods 

31 

19.8 

116 

15.6 

Genuine  Parts 

68 

14.5 

118 

15.5 

INA 

32 

19.3 

328 

9.6 

Teledyne 
Needham  Packing 

69 

70 

14.5 
14.1 

24 
339 

33.0 

Roadway  Express 

33 

19.0 

109 

15.8 

9.4 

Johnson  &  Johnson 

34 

18.9 

250 

11.3 

Southland  Corp 

71 

13.8 

61 

19.3 

Levi  Strauss 

35 

18.8 

53 

20.6 

Combined  Insurance 

72 

13.7 

111 

15.7 

Lucky  Stores 

36 

18.8 

36 

26.8 

Crum  &  Forster 

73 

13.5 

55 

19.7 

Pac  Gamble  Robinson 

37 

18.7 

600 

5.0 

Malone  &  Hyde 

74 

13.5 

191 

12.8 

•The  growth  rate  may  be  less  than  5  years  as  footnoted  in  individual  industry  Yardstlclis. 
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Who's  Where  in  Growth 


5-Yaar  Annual* 

5-Year  Annual* 

5-Year  Annual* 

5-Year  Annual* 

EaminES  Per  Share  Growih 

Sales  Growth 

Earnings  Per  Share  Growth 

Sales  Growth 

Company 

Rank 

Percs'it 

Rank 

Percent 

Company 
National  Can 

.     Rank 

140 

Percent 

9.7 

Rank 

68 

Percent 

Western  Bancorp 

75 

13.2 

169 

13.3 

18.9 

Kings  Dept  Stores 

76 

13.2 

233 

11.6 

Raytheon 

140 

9.7 

363 

8.9 

Dillon  Companies 

77 

13.2 

51 

21.3 

Pueblo  International 

\     1       142 

9.6 

14 

41.1 

Avon  Products 

78 

13.0 

129 

15.1 

Liggett  &  Myers 

1       143 
1      144 

9.6 

527 

6.3 

Heublein 

79 
80 

13.0 
12.9 

100 
148 

16.3 
14.0 

Black  &  Decker 

9.6 

139 

14.5 

Continental  Corp 

Fuqua  Industries 

145 

9.5 

151 

13.9 

IBM 

80 

12.9 

201 

12.5 

Warner-Lambert  Pharm 

146 

9.4 

47 

22.8 

Blue  Bell 

82 

12.9 

78 

17.8 

Bristol-Myers 

147 

9.4 

301 

10.1 

Chi  Bridge  &  Iron 

83 

12.8 

441 

7.8 

Northwest  industries 

148 

9.3 

692 

0.3 

Schlumberger 

84 

12.7 

89 

17.1 

Bankers  Trust  N  Y 

149 

9.3 

69 

18.4 

Havatampa  Cigar 

85 

12.5 

465 

7.4 

Amer  Home  Products 

150 

9.1 

349 

9.2 

First  Chicago  Corp 

86 

12.4 

181 

13.1 

Lone  Star  Gas 

150 

9.1 

553 

6.0 

Wetterau  Foods 

87 

12,4 

87 

17.4 

Manufacturers  Hanov 

152 

9.0 

149 

14.0 

Eli  Lilly 

88 

12.3 

161 

13.5 

Chemical  New  York 

153 

9.0 

125 

15.1 

Mercantile  Stores 

89 

12.3 

313 

9.9 

Chesebrough-Pond's 

154 

9.0 

159 

13.5 

Cyprus  Mines 

90 

12.1 

83 

17.6 

White  Consolidated 

155 

8.9 

15 

40.2 

Scot  Lad  Foods 

91 

12.1 

131 

15.0 

Chase  Manhattan 

156 

8.8 

72 

18.0 

Carnation 

92 

12.1 

488 

7.0 

Becton,  Dickinson 

fce      157 

8.8 

144 

14.1 

Fischbach  &  Moore 

93 

12.1 

82 

17.7 

Super  Food  Services 

f-     158 

8.8 

619 

4.3 

Merrill  Lynch 

94 

12.0 

120 

15.4 

Armour-Dial 

1       159 

8.7 

420 

8.0 

Anderson,  Clayton 

95 

11.9 

636 

3.5 

Air  Products  &  Ch«m 

160 

8.6 

120 

15.4 

Coastal  States  Gas 

96 

11.8 

58 

19.5 

Leasco  Corp 

161 

8.6 

206 

12.2 

AMF 

97 

11.8 

261 

11.0 

Champion  Spark  Plug 

162 

8.6 

170 

13.3 

Holiday  Inns 

98 

11.8 

52 

21.0 

Merck 

163 

8.5 

218 

11.9 

Natl  Bank  of  Detroit 

99 

11.8 

126 

15.1 

Hanna  Mining 
PepsiCo 

164 
165 

8.5 
8.4 

455 
130 

7.5 

Quaker  Oats 

100 

11.7 

500 

6.9 

15.1 

Southern  Railway 

101 

11.5 

527 

6.3 

Swift 

165 

8.4 

687 

1.1 

VF 

102 

11.5 

59 

19.4 

Ralston  Purina 

167 

8.4 

352 

9.1 

Crocker  National 

103 

11.4 

180 

13.1 

Cummins  Engine 

168 

8.3 

336 

9.4 

Crown  Cork  &  Seal 

104 

11.2 

325 

9.7 

Mobil  Oil 

169 

8.3 

376 

8.7 

Natl  Service  Inds 

105 

11.2 

98 

10.2 

National  Industries 

170 

8.3 

66 

18.9 

Eastern  Gas  &  Fuel 

106 

11.1 

280 

10.5 

Sears,  Roebuck 

171 

8.2 

467 

7.3 

First  Natl  Boston 

107 

11.1 

75 

18.0 

Southern  Natural  Gas 

171 

8.2 

282 

10.4 

Amer  Hospital  Supply 

108 

11.1 

66 

18.9 

Bank  of  New  York 

173 

8.2 

218 

11.9 

AMP 

109 

11.0 

246 

11.4 

Sterling  Drug 

174 

8.1 

365 

8.9 

Procter  &  Gamble 

110 

10.9 

463 

7.4 

U  S  Fidelity  &  Guar 

175 

8.1 

307 

10.0 

Houston  Natural  Gas 

111 

10.8 

39 

24.7 

Moore 

176 

8.1 

313 

9.9 

ARA  Services 

112 

10.8 

93 

16.9 

H  J  Heinz 

177 

8.1 

429 

8.0 

Collins  &Aikman 

112 

10.8 

336 

9.4 

R  J  Reynolds  Inds 

178 

8.0 

464 

7.4 

Govt  Employees  Ins 

112 

10.8 

64 

19.1 

American  General  Ins 

179 

7.9 

98 

16.4 

General  Cigar 

115 

10.7 

616 

4.4 

Howard  Johnson 

180 

7.9 

427 

8.0 

InfernatlTel&Tel 

115 

10.7 

33 

27.5 

Leaseway  Transport 

181 

7.9 

188 

12.9 

Great  Western  United 

117 

10.7 

701 

-1.0 

Colgate-Palmolive 

182 

7.8 

550 

6.0 

Chubb 

lis 

10.6 

101 

16.3 

American  Brands 

183 

7.8 

154 

13.8 

Anchor  Hocking 

119 

lOS 

266 

10.9 

American  Petrofina 

184 

7.8 

324 

9.7 

Provident  Life 

li'  ■ 

215 

11.9 

Lane  Bryant 

185 

7.6 

305 

10.0 

Great  Scott  Suprmkts 

i2i 

10.4 

170 

13.3 

G  D  Searle 

186 

7.6 

177 

13.1 

Outboard  Marine 

122 

10.3 

257 

11.1 

Minnesota  Mining 

186 

7.6 

328 

9.6 

Pet 

123 

10.2 

340 

9.4 

Winn-Dixie 

186 

7.6 

250 

11.3 

Pabst  Brewing 

1  ?4 

10.2 

466 

7.3 

J  C  Penney 

188 

7.6 

207 

12.2 

Cabot 

125 

10? 

165 

13.4 

Sec  Pac  Nat  Bank  Cal 

189 

7.5 

152 

13.9 

Consolidated  Freight 

126 

10.2 

338 

9.4 

Mellon  Natl  Bank 

190 

7.5 

164 

13.5 

Marine  Midland 

127 

10.2 

117 

15,5 

Revlon 

190 

7.5 

420 

8.0 

Interco 

128 

10.1 

243 

11.4 

Southwestern  Life 

192 

7.4 

370 

8.8 

Tecumseh  Products 

129 

10.1 

413 

8.1 

Gulf  &  Western 

193 

7.4 

26 

32.6 

BankAmerica  Corp 

10.0 

277 

10.7 

Mohasco  Industries 

193 

7.4 

167 

13.4 

Northwest  Bancorp 

10.0 

184 

13.0 

Amstar 

195 

7.3 

467 

7.3 

Texas  Eastern  Trans 

■    -■  "^ 

10.0 

332 

9,5 

Signode 

196 

7.3 

218 

11.9 

Acme  Markets 

.-1  Q 

417 

8.1 

Pfizer 

197 

7.3 

372 

8.8 

Supermarkets  General 

77 

17.9 

Halliburton 

198 

7.2 

134 

14.9 

Emerson  Electric 

9,9 

158 

13.5 

Houston  Lt  &  Power 

199 

7.1 

309 

10.0 

CNA  Financial 

9 

362 

8,9 

Beatrice  Foods 

200 

7.1 

115 

15,6 

Consolidated  Foods 

215 

11.9 

Continental  Tel 

201 

7.1 

35 

26,9 

U  S  Industries 

7 

48.6 

Jefferson-Pilot  Corp 

202 

7.0 

451 

7,6 

Williams  Cos 

i«. 

' 

133 

14,9 

Combustion  Engine 

203 

7.0 

174 

13,2 

'The  growth  rate  may  be 

less  than  5  yeais  n. 
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Matx:hant  Calculators  are  imported. 
From  Oakland,California. 
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Almost  all  electronic  calculators  with 
American  brand  names  are  made  in  Japan, 
by  Japanese  firms. 

For  example,  every  Dictaphone,   NCR 
and  Burroughs  calculator  is  a  Japanese  im- 
port. Monroe,  Remington  and  Friden 
import  many  of  their  models  from  Japan. 

Marchant,  however,  is  doing  all  its  cal- 
culator manufacturing  in  the  U.S.A.,  right 
in  Oakland,  California. 

And  a  Marchant  is  sold  to  you  and  ser- 
viced by  the  same  people  who  made  the 
machine. 

Marchant  has  a  network  of  service  of- 
fices from  coast  to  coast.  Each  is  staffed 
by  factory-trained   men   who   know  our 
calculators.  And  any  replacement  parts 


%k 


h 


you  may  need  are  available  here,  in  the 
U.S.A. 

Do  you  want  your  next  calculator  to 
have  American  service  and  reliability, 
backed  by  60  years  of  experience?  Then 
look  us  up  in  the  Yellow  Pages. 

Marchant's  our  name.  And  the  name 
behind  our  name. 

We  make  it  Wfe  sell  it. 
Wfe  service  it. 


ffffff 


MARCHANT 

BUSINESS    EQUIPMENT    D'VlSlON 


Telecommunicotions  Systems  by  GTE  Lenkurt,  1  lOS  County  Rd.,  San  Carlos,  Colifornic 


730  Third  Ave.,  N.Y.,  N.Y.  10017 


If  youVe  scattered  all  over  the  mam 
(veil  help  you  pull  yourself  tc^thei: 


Mountains,  rivers  and  deserts  don't  mean  a  thing 
us.  Our  GTE  Lenkurt  subsidiary  hops  across 
=01  in  microseconds  with  microwaves. 
Which  means  we  can  help  you  make  a  business 
t  of  a  lot  of  branch  operations.  Or  an  organiza- 
n  out  of  a  bunch  of  widely  scattered  outfits. 
For  instance,  we've  locked  together  the  four 
wer  companies  that  cover  Arkansas,  Mississippi 
d  Louisiana.  And  we've  linked  together  a  large 
rtion  of  the  huge  power  system  in  the  Pacific 
Drthwest,  including  all  the  dams  on  the  Colum- 
River. 

We've  tied  together  4000  miles  of  track  for  one 
the  nation's  major  railroads— the  longest  pri- 
:e  microwave  system  in  the  world. 
Our  telecommunication  systems  are  at  the  heart 
many  closed-circuit  networks.  We're  helping  to 
ng  a  wide  choice  of  television  programs  to 
ices  like  Cactus,  Arizona  and  Walla  Walla, 
ashington. 

We've  even  helped  turn  a  nationwide  brokerage 
use  into  a  home.  Our  equipment  sluices  enor- 
)us  amounts  of  financial  data  back  and  forth 
ween  Wall  St.,  Sunset  Blvd.  and  50'odd  points 
between. 

3ften  we  just  bring  two  places  together. 
Dut  in  Kansas,  we  set  up  a  microwave  system 


between  a  medical  school  and  its  associated  hos- 
pital. Now  that  we've  cut  out  the  37  miles  between 
them,  students  can  watch  tonsils  being  cut  out 
without  leaving  their  classrooms. 

And  in  California,  where  there's  a  two-reser- 
voir system  that  supplies  water  and  power  to  the 
Oakland  area,  we've  put  in  a  telemetering  system 
that  allows  one  dam  to  be  controlled  from  another 
10  miles  away. 

Our  GTE  Lenkurt  subsidiary  makes  some  pretty 
sophisticated  equipment  to  do  all  these  things, 
equipment  that  can  handle  large  volumes  of  voice 
communications  and  data  simultaneously.  We  can 
stuff  dozens  of  conversations  into  a  single  phone 
or  microwave  link,  feeding  them  in  like  bundles  of 
spaghetti  and  unravelling  them  at  the  other  end. 

In  fact,  for  25  years  we've  been  one  of  the  larg- 
est suppliers  of  equipment  to  the  telephone  indus- 
try. And  we've  installed  telecommunication  sys- 
tems all  over  the  world. 

If  you're  in  power,  oil,  pipelines,  broadcasting, 
railroads  or  any  other  business  that's  spread  all 
over  the  map,  we'll  help  you  get  it  all  together. 

The  first  thing  to  do  is  get  together  with  us. 
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Who's  Where  in  Growth 


f         5- Year  Annual* 

5-Year  Annual* 

5-Year  Annual* 

5- Year  Annual*    ' 

Earnings  Per  Share  Growth 

Sales  Growth 

Earnings  Per  Shar«  Growth 

Sales  Growtli 

Company 

Rank 

Percent 

Rank 

Percent 

Company 
Kroger 

Rank 
268 

Percent 

4.7 

Rank 

474 

Percent 

Texas  Utilities 

203 

/.O 

376 

8.7 

7.3 

Whirlpool 
Safeway  Stores 

203 

7.0 

214 

12.0 

Edison  Bros  Stores 

269 

4.7 

349 

9.2 

205 

6.9 

287 

10.4 

Long  Island  Lighting 

270 

4.6 

390 

8.6 

Richardson-Merrell 

206 

6.8 

253 

11.2 

Weyerhaeuser 

271 

4.5 

435 

7.9 

Hilton  Hotels 

207 

6.8 

418 

8.1 

Kraftco 

272 

4.5 

561 

5.8 

Middle  South  Util 

208 

6.8 

332 

9.5 

Super  Valu  Stores 

272 

4.5 

394 

8.4 

Standard  Oil  (Ind) 

208 

6.8 

413 

8.1 

Evans  Products 

274 

4.5 

54 

20.3 

Conill 

2iO 

6.7 

143 

14.2 

Cleveland  Elec  Ilium 

275 

4.4 

402 

8.3 

InternatI  Utilities 

211 

6.7 

218 

11.9 

Northern  Natural  Gas 

276 

4.2 

211 

12.1 

Kellogg 

212 

6.6 

293 

10.3 

Standard  Oil  (Calif) 
United  Utilities 

277 
278 

4.2 
4.2 

308 
30 

10.0 

Franklin  Life 

213 

6.6 

594 

5.1 

29.9 

General  Electric 

214 

6.6 

565 

5.6 

ESB 

279 

4.2 

447 

7.7 

No  Indiana  Publ  Set 

&•■,     214 

6.6 

358 

9.0 

Gillette 

280 

4.1 

192 

12.8 

Getty  Oil 

^       216 

6.4 

617 

4.4 

Kerr-McGee 

280 

4.1 

348 

9.2 

Beneficial  Corp 

217 

6.2 

578 

5.4 

Dow  Chemical 

282 

4.1 

341 

9.3 

Grand  Union 

218 

6.2 

411 

8.1 

Carrier 

283 

4.1 

312 

9.9 

Hiram  Walker 

i       219 

6.2 

604 

4.9 

Campbell  Soup 

284 

4.0 

545 

6.1 

Investors  Diver  Svcs 

Y      220 

6.2 

207 

12.2 

Southern  Pacific 

285 

3.9 

612 

4.6 

Stanley  Works 

i:        221 

6.1 

566 

5.6 

Owens-Illinois 

286 

3.8 

271 

10.8 

Distillers  Corp-Seag 

'       222 
223 

6.1 
6.0 

507 
393 

6.7 
8.5 

SCOA  Industries 

286 

3.8 

659 

2.7 

Central  &  Southwest 

Chromalloy  American 

288 

3.8 

9 

47.2 

Georgia-Pacific 

s       223 

6.0 

144 

14.1 

Northern  III  Gas 

289 

3.8 

265 

10.9 

InternatI  Multifoods 

t      225 

6.0 

592 

5.1 

Hoerner-Waldorf 

290 

3.7 

168 

13.3 

Hoover 

226 

6.0 

401 

8.3 

New  England  Electric 

291 

3.7 

505 

6.8 

Studebaker-Worthingt 

227 

6.0 

91 

17.0 

Rich's 

291 

3.7 

383 

8.6 

CIT  Financial 

228 

6.0 

590 

5.2 

Koppers 

293 

3.7 

479 

7.2 

Colonial  Stores 

229 

6.0 

562 

5.7 

Eagle-Picher 

294 

3.7 

587 

5.2 

Boston  Edison 

230 

5.9 

384 

8.6 

Engelhard  Min  &  Chem 

295 

3.6 

387 

8.6 

Polaroid 

230 

5.9 

287 

10.4 

Rapid-American 

296 

3.6 

37 

26.6 

Ford 

;h      232 

5.9 

481 

7.1 

Virginia  Elec  &  Powr 

296 

3.6 

299 

10.2 

Dun  &  Bradstreet 

233 

5.9 

353 

9.1 

Greyhound 

298 

3.5 

19 

36.8 

Squibb  Corp 

234 

5.8 

432 

7.9 

Atlantic  Richfield 

299 

3.5 

425 

8.0 

Trane 

235 

5.8 

522 

6.3 

Ethyl 

300 

3.5 

413 

8.1 

Household  Finance 

236 

5.8 

62 

19.2 

Pacific  Gas  &  Elec 

301 

3.5 

553 

6.0 

Gen  American  Trans 

237 

5.8 

706 

-1.7 

Avnet 

302 

3.5 

80 

17.8 

Goodyear  Tire  &  Rub 

238 

5.7 

470 

7.3 

Indian  Head 

302 

3.5 

183 

13.0 

Standard  Brands 

239 

5.6 

491 

7.0 

Tenneco 

304 

3.4 

103 

16.0 

Jewel  Companies 

240 

5.6 

296 

10.3 

Thrifty  Drug 

305 

3.4 

418 

8,1 

Transcont  Gas  Pipe 

241 

5.6 

309 

10.0 

Gamble-Skogmo 

306 

3.4 

179 

13.1 

Baltimore  Gas  &  Elec 

242 

5.5 

379 

8.7 

Con  Natural  Gas 

307 

3.4 

511 

6.6 

General  Mills 

?42 

55 

137 

14.6 

Westinghouse 

308 

3.3 

156 

13.6 

Continental  Oil 

244 

5.5 

251 

11.2 

Public  Service  (Colo) 

309 

3.3 

484 

7.0 

Marathon  Oil 

245 

5.5 

172 

13.2 

General  Foods 

310 

3.3 

452 

7.6 

Texaco 

246 

5.4 

294 

10.3 

Southern  Company 

311 

3.2 

297 

10.2 

Gerber  Products 

247 

54 

481 

7.1 

Cincinnati  Gas  &  Elec 

312 

3.2 

453 

7.6 

Peoples  Gas 

247 

5.4 

262 

11.0 

Central  Soya 

313 

3.2 

454 

7.6 

Lincoln  National 

249 

5.4 

88 

17.2 

Kellwood 

313 

3.2 

241 

11.5 

Sperry  &  Hutchinson 

250 

5.3 

685 

1.2 

Joy  Manufacturing 

315 

3.1 

305 

10.0 

Foster  Wheeler 

ji       251 

5.3 

407 

8.2 

Murphy  Oil 

316 

3.1 

285 

10.4 

Amer  Electric  Power 

•        252 

5.3 

399 

8.3 

Universal  Leaf  Tobac 

317 

3.0 

608 

4.7 

Eastman  Kodak 

253 

5.3 

450 

7.6 

Charter  N  Y  Corp 

318 

3.0 

138 

14.5 

R  H  Macy 

254 

520 

6.4 

Illinois  Central  Ind 

318 

3.0 

573 

5.5 

Wells  Fargo 

254 

142 

14.2 

American  Natural  Gas 

320 

3.0 

391 

8.5 

Allegheny  Power 

256 

J.w 

437 

7.8 

Associated  Dry  Goods 

321 

2.9 

545 

6.1 

Hewlett-Packard 

257 

5.2 
5.2 

213 

530 

12.0 
6.3 

Illinois  Power 

322 

2.8 

420 

8.0 

Campbell  Taggart 

258 

Johns-Manville 

323 

2.8 

598 

5.0 

M  Lowenstein  &  Sons 

258 

5.2 

437 

7.8 

Federated  Dpt  Stores 

324 

2.8 

412 

8.1 

Standard  Oil  (NJ) 

'/.■•.n 

']  1 

410 

8.1 

Hobart  Manufacturing 

325 

2.7 

272 

10.7 

Florida  Power  &  Lt 

0 

235 

11.6 

Albertson's 

326 

2.7 

556 

6.0 

Morton-Norwich  Prod 

0 

368 

8.8 

Martin  Marietta 

326 

2.7 

492 

6.9 

Publ  Serv  Elec  &  Gas 

368 

8.8 

North  States  Power 

326 

2.7 

405 

8.2 

Gould 
NLT 

627 

4.0 

Dart  Industries 

329 

2.7 

342 

9.3 

547 

6.1 

Akzona 

330 

2.6 

46 

22.8 

Columbia  Gas  System 

527 

6.3 

TRW 

330 

2.6 

217 

11.9 

Times  Mirror 

lUlH'    ri     ,nu( 

150 

14.0 

Flintkote 

332 

2.6 

515 

6.5 

'The  growth  rate  may  be 

less  than  5  years  as  tool 

idua!  industry  Yardstick 
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Who's  Where  in  Growth 


5-Year  Annual* 

5- Year  Annual* 

5-Year  Annual* 

5-Year 

Annual* 

Earnings  Per  Share  Growth 

Sales 

Growth 

Earnings  Per  Share  Growth 

Sales 

Growth 

Company 

Rank 

Percent 

Rank 

Percent 

Company 
ELTRA 

Rank 

398 

Percent 

0.4 

Rank 
562 

Percent 

Textron 

333 

2.5 

500 

6.9 

5.7 

Gulf  Oil 

334 

2,5 

359 

9.0 

G  C  Murphy 

399 

0.4 

577 

5.4 

Panhandle  East  Pipe 

335 

2.4 

347 

9.2 

Missouri  Pacific  R  R 

399 

0.4 

513 

6.5 

Sperry  Rand 

336 

2.3 

634 

3.6 

PPG  Industries 

399 

0.4 

599 

5.0 

Broadway-Hale 

337 
338 

2.3 
2.3 

84 

303 

17.6 

10.1 

W  T  Grant 

402 

0.4 

436 

7.8 

Penna  Power  &  Light 

Consumers  Power 

403 

0.4 

459 

7.4 

Simmons 

338 

2.3 

319 

9.9 

Square  D 

404 

0.3 

488 

7.0 

Pacific  Lighting 

340 

2.2 

440 

7.8 

Magnavox 

405 

0.3 

460 

7.4 

Fleming 

341 

2.1 

367 

8.8 

Scovill  Mfg 

406 

0.3 

544 

6.2 

American  Tel  &  Tel 

342 

2.1 

406 

8.2 

Sun  Oil 

407 

0.3 

570 

5.6 

Fairchild  Industries 

342 

2.1 

585 

5.2 

Walgreen 

,       408 

0.1 

284 

10.4 

Servomation 

344 

2.1 

185 

12.9 

Ohio  Edison 

■       409 

0.1 

521 

6.4 

Essex  International 

345 

2.1 

254 

11.2 

Diamond  InternatI 

')      410 

0.1 

470 

7.3 

Sybron 

346 

2.1 

432 

7.9 

Kennecott  Copper 

/      411 

0.1 

289 

10.4 

Kendall 

347 

2.1 

426 

8.0 

Pennzoil  United 

,       412 

0.0 

560 

5.8 

Southern  Cal  Edison 

347 

2.1 

403 

8.3 

Philadelphia  Elec 

i'      412 

0.0 

300 

10.1 

Nabisco 

349 

2.0 

568 

5.6 

Sunbeam 

'       412 

0.0 

556 

6.0 

Bell  &  Howell 

350 

2.0 

536 

6.3 

Travelers 

412 

0.0 

343 

9.3 

DIGIorgio 

351 

2.0 

445 

7.7 

Cities  Service 

416 

-0.1 

493 

6.9 

Zaie 

352 

1.9 

132 

15.0 

Crane 

417 

-0.2 

141 

14.3 

Northeast  Utilities 

353 

1.9 

354 

9.1 

International  Nickel 

418 

-0.2 

602 

5.0 

General  Tel  &  Elec 

354 

1.9 

344 

9.3 

Duke  Power 

419 

-0.2 

269 

10.8 

Phelps  Dodge 

355 

1.9 

516 

6.4 

Fluor 

420 

-0.3 

86 

17.4 

U  S  Shoe 

355 

1.9 

176 

13.1 

Otis  Elevator 

420 

-0.3 

323 

9.8 

National  City  Lines 

357 

18 

42 

23.4 

Marshall  Field 

422 

-0.3 

497 

6.9 

El  Paso  Natural  Gas 

358 

1.8 

260 

11.0 

Texas  Gas  Trans 

423 

-0.3 

326 

9.7 

Emhart 

359 

1.7 

653 

2.8 

H  H  Robertson 

;       424 

-0.4 

234 

11.6 

So  New  England  Tel 

359 

1.7 

360 

8.9 

Fred  Meyer 

'       425 

-0.4 

589 

5.2 

l-T-E  Imperial 

361 

1.7 

345 

9.2 

Pillsbury 

■       426 

-0.4 

442 

7.8 

Phillips-Van  Heusen 

362 

17 

237 

11.5 

Borg-Warner 

427 

-0.4 

603 

4.9 

Hercules 

363 

16 

538 

6.2 

Litton  Industries 

427 

-0.4 

135 

14.8 

Foremost-McKesson 

364 

1.6 

580 

5.3 

Potomac  Electric  Pow 

429 

-05 

207 

12.2 

Conagra 

365 

1.6 

81 

17.7 

Pacific  Car  &  Fdry 

430 

-0.6 

430 

8.0 

Clark  Equipment 

366 

1.6 

397 

8.4 

Libbey-Owens-Ford 

431 

-0.6 

174 

13.2 

Food  Fair  Stores 

367 

16 

322 

9.8 

Commonwealth  Oil  Ref 

432 

-0.7       ; 

291 

10.4 

Howmet 

368 

1.4 

203 

12.3 

Fieldcrest  Mills 

[       433 

-0.7 

567 

5.6 

Witco  Chemical 

369 

14 

536 

6.3 

Caterpillar 

':      434 

-0.8 

423 

8.0 

Dresser  Industries 

370 

1.4 

160 

13.5 

National  Tea 

*       435 

-0.8 

497 

6.9 

Interstate  Brands 

370 

1.4 

455 

7.5 

C&O/B&O  Railroads 

436 

-0.8 

585 

5.2 

Union  Camp 

370 

1.4 

278 

10.6 

CPC  International 

'       437 

-0.9 

476 

7.2 

Cook  United 

373 

1.4 

112 

15.7 

Carborundum 

;;       438 

-0.9 

547 

6.1 

General  Tire  &  Rub 

374 

1.4 

694 

0.2 

Eaton 

439 

-1.0 

522 

6.3 

Northrop 

375 

1.3 

460 

7.4 

Harsco 

;       440 

-1.1 

328 

9.6 

Texas  Instruments 

375 

1.3 

458 

7.5 

Kayser-Roth 

441 

-1.1 

355 

9.0 

Dayco 

377 

1.3 

44 

23.1 

Vornado 

!       442 

-1.1 

303 

10.1 

Owens-Corning  Fiberg 

378 

1.3 

455 

7.5 

Abbott  Laboratories 

443 

-11 

252 

11.2 

Purex 

379 

1.2 

144 

14.1 

New  York  Times 

444 

-1.3 

317 

9.9 

Lpne  Star  Industries 

380 

1.2 

384 

8.6 

Borden 

!       445 

-1.4 

558 

5.9 

F  W  Woolworth 

381 

1.2 

239 

11.5 

J  Weingarten 

446 

-1.5 

238 

11.5 

Union  Electric 

382 

1.2 

409 

8.1 

May  Dept  Stores 

447 

-1.5 

606 

4.8 

Brown  Shoe 

383 

1.1 

257 

11.1 

American  Cyanamid 

448 

-1.5 

550 

6.0 

Ralph  M  Parsons 

384 

1.1 

17 

38.3 

Zayre 

448 

-1.5 

99 

16.3 

Ingersoll-Rand 

385 

1.1 

248 

11.3 

Roper 

450 

-1.5 

600 

5.0 

Seaboard  Coastline  RR 

386 

1.1 

227 

11.7 

Connecticut  General 

451 

-1.6 

276 

10.7 

Commonwealth  Edison 

387 

1.1 

460 

7.4 

Questor 

452 

-1.6 

355 

9.0 

Smith  Kline  &  French 

388 

1.0 

480 

7.2 

Harris-lntertype 

453 

-1.6 

210 

12.2 

General  Public  Util 

389 

1.0 

267 

10.9 

Del  Monte 

.,       454 

-1.7 

364 

8.9 

Upjohn 

390 

0.8 

292 

10.3 

Dana 

456 

-1.9 

488 

7.0 

Continental  Can 

391 

0.8 

327 

9.6 

McGraw-Edison 

457 

-1.9 

553 

6.0 

Wisconsin  Elec  Power 

392 

0.8 

376 

8.7 

National  Gypsum 

457 

-1.9 

239 

11.5 

Grolier 

393 

0.7 

315 

9.9 

Amer  Metal  Climax 

459 

-2  0 

381 

8.7 

Union  Pacific 

394 

0.7 

270 

10.8 

United  States  Gypsum 

460 

-2.3 

395 

8.4 

Jonathan  Logan 

395 

0.6  ■ 

346 

9.2 

Walter  Kidde  &  Co 

461 

-2.3 

49 

21.7 

Vulcan  Materials 

396 

0.6 

372 

8.8 

Arkansas  Louis  Gas 

462 

-2.3 

404 

8.2 

Consolidated  Edison 

397 

0.5 

423 

8.0 

Honeywell 

463 

-2,4 

56 

19.6 

'The  growth  rate  may  be  less  than  5  years  as  footnoted  In  individual  Industry  Yardsticks 
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Who's  Where  in  Growth 


Company 


Rockwell  Mfg 
Rex  Chalnbelt 
Union  Oil  California 
InternatI  Basic  Econ 
Motorola 


Miles  Laboratories 
Transamerica 
Interlake 
Detroit  Edison 
Norfolk  &  Western 


A  0  Smith 
Dayton  Hudson 
CBS 

Stokely-Van  Camp 
Delta  Air  Lines 


Alcan  Aluminium 
United  Merch  &  Mfrs 
Bendix 
E  I  du  Pont 
Hyster 

Carolina  Power  &  Lt 

Cannon  Mills 
Aluminum  Co  America 
Niagara  Mohawk  Power 
Fairmont  Foods 


Insiico 
VWR  United 
Deere  &  Co 
PMC 
Sheller-Globe 


Phillips  Petroleum 

Wickes 

LTV  Aerospace 

Federal-Mogul 

Peoples  Drug  Stores 


Singer 

R  R  Donnelley  &  Sons 

GAF 

Am  Broadcasting  Cos 

Timken 


Ogden 

Corning  Glass 
MCA 

Cutler-Hammer 
Hershey  Foods 


Great  Atl  &  Pac  Tea 
Metromedia 
American  Nat  Ins 
Dravo 
Zenith  Radio 


Maremont 
Santa  Fe  Industries 
Grumman 
Shell  Oil 
Stauffer  Chemical 


b-Vosr  Annual' 
Esin<nE«  P«r  Shife  Growir. 


5-Year  Annual* 
Sales  Growth 


Rank 


Armstrong  Cork 
North  Amer  Rockwell 
Texas  Gulf  Sulphur 
Thiokol  Chemical 
Bethlehem  Steel 


Celanese 

Rohr  Industries 

Fruehauf 

Natl  Distil  &  Chem 

Sherwin-Williams 


Percent        Rank      Percent 


-2.4 

-2.5 
-2.5 
-2.5 
-2.6 

-2.6 
-2  7 
-2.7 
-2.8 
-2.8 

-2,8 

-2.9 

29 


-J.J 
-3.3 
-3.3 
-3.4 
-3.4 

-3.4 
-3,5 
-3.6 
-3.6 
-3.6 

-3.6 
-3.7 
-3.9 
-4.0 
-4,1 

-4.1 
-4.2 
-4,2 
-4.3 

-4.3 

-4.3 
-4.4 
-4.5 
-4.5 
-4.5 

4.5 

-4.6 

4.6 


-4.8 
-4.9 
-4.9 

-5.0 
5  1 


-3..1 


-5.3 


552 
89 
477 
483 
497 


205 
218 
542 
400 
583 


595 
311 
382 
629 
106 


413 
592 
334 
631 
371 


204 
679 
667 
493 
396 


198 
449 
646 
619 
283 

512 
256 
48 
678 
510 


110 
502 
473 
496 
674 


273 
392 
387 
666 
242 


690 
628 
614 
212 
686 


331 
580 
702 
532 
525 

618 
713 
231 
696 
654 


645 
273 

i42 
630 
42? 


6,0 
17.1 
7.2 
7,1 
6,9 


12,3 

11,9 

6,2 

8,3 

5,3 


5.1 

10,0 

8,7 

4.0 

15.9 


8,1 

5,1 
9.4 
3.8 


12.3 
1.6 
2.1 
6.9 
8.4 


15.8 
6.8 
7.3 
6.9 
1.8 


10.7 
8.5 
8.6 
2.3 

11.5 


0.8 
4.0 
4.6 
12.1 
1.2 


9.5 
5.3 
-1.2 
6.3 
6.3 


4.3 

-3.8 

11.6 

0.1 

2.8 


3.3 
10.7 
6.2 
3.9 
8.0 


Company 


U  S  Plywood-Champion 
Amsted  Industries 
Crown  Zellerbach 
Bemis 
Genesco 


American  Smelt  &  Ref 
Green  Giant 
Kelsey-Hayes 
Goldblatt  Bros 
Cone  Mills 


Monsanto 
Union  Carbide 
Stop  &  Shop 
Rohm  &  Haas 
Hart  Schaffner  Marx 


International  Paper 
Pitney-Bowes 
American  Can 
Standard  Oil  (Ohio) 
General  Motors 


W  R  Grace 
McGraw-Hill 
Uniroyal 
United  Aircraft 
Allied  Chemical 


United  States  Steel 
Burlington  Northern 
Great  North  Nekoosa 
Norton 
Inland  Steel 


Metro-Gold  wyn-Mayer 
Ashland  Oil 
Kimberly-Clark 
RCA  Corp 
Time  Inc 


General  Cable 
Morrison-Knudsen 
Reliance  Electric 
St  Regis  Paper 
Allied  Stores 


American  Investment 

Braniff 

ACF 

Beech  Aircraft 

Warnaco 


Babcock  &  Wilcox 

Kaiser  Alum  &  Chem 

Gimbel  Brothers 

Airco 

Potlatch  Forests 


Cessna  Aircraft 
Commercial  Metals 
National  Steel 
IntI  Minerals  &  Chem 
Burlington  Industs 

A  E  Staley  Mfg 
Kaiser  Industries 
Colt  Industries 
Iowa  Beef  Processors 
Cluett,  Peabody 

Clark  Oil  &  Refining 
Scott  Paper 
Western  Union 
Cooper  Industries 
Pullman 


•The  g.o.rth  rate  may  b.  less  than  b  ye.,-s  .s  too„,oi,d  jn  inrfj^d,,,,  in^usUy  Yardsticks. 
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S-Ymr  Annual* 
Earnings  Per  Share  Growth 


5- Year  Annual* 
Sales  Growth 


Rank       Percent        Rank      Percent 


529 
530 
531 
532 
533 

534 
535 
536 
537 
538 

538 
540 
541 
542 
543 

544 
545 
546 
547 
548 

549 
550 
551 

552 
553 

554 
555 
556 
556 

558 

559 
560 
561 
561 
562 


568 
569 
570 
571 
572 

573 
573 
575 
576 
577 

578 
579 
580 
581 
582 

583 
584 
585 
586 
587 

588 
589 
590 
591 
592 


-6.1 
-6.1 
-6.3 
-6.3 
-6.4 

-6.5 
-6.6 
-6.7 
-6.8 
-6.8 

-6.8 
-6.8 
-6.8 
-6.8 
-6.9 

-7.1 
-7.1 
-7.4 
-7.5 
-7  5 

-7.5 
-7.6 
-7.7 
-7.8 
-78 

-8.0 
-8.1 
-8,1 
-8,1 
-86 

-8.6 
-8.6 
-8.9 
-8.9 
-9  1 


-96 

-9.7 

-9.9 

-10.0 

-10.1 

-10.2 
-10.2 
-104 
-10.5 
-105 

-10.6 
-10.7 
-10.7 
-10.8 
-10.9 

-10.9 
-11.3 
-11.6 
-12.0 
-12.0 

-12.3 
-12.4 
-12.5 
-12.5 
-12.6 


375 
539 
576 
365 
268 


672 
273 
474 
575 
635 


571 
626 
279 
559 
230 

486 
107 
524 
57 
642 


360 
530 
578 
652 
676 


649 
632 
443 
648 
625 


710 
74 
558 
517 
613 


295 
229 
694 
704 
255 


263 
615 
610 
698 

472 

709 
434 
507 
223 
596 


502 
717 
674 
71 
202 

236 
534 
640 
379 

707 


6.2 

5.4 

8.9 

10.8 


2.1 
10.7 
7.3 
54 
3.5 


5.5 
4.0 

10.6 
5.8 

11.7 


7.0 
15.9 

6.3 
19.6 

3.3 


8.9 
6.3 
54 
3.0 
1.8 


3.1 
3.6 
7.8 
3.1 
4.1 


-2.4 

18.0 

5.9 

6.4 

4.6 


563 

-9.1 

691 

0.5 

564 

-9.1 

351 

9.1 

565 

-9.3 

63 

19.2 

566 

-9.4 

609 

4.7 

567 

-9.5 

621 

4.3 

10.3 
11.7 
0.2 
-14 
11.1 


10.9 
4.5 
4.7 

-0.1 
7.3 

-2.2 
7.9 
6.7 

11.8 
5.1 


6.8 

-10.6 

1.8 

18.1 

124 


11.5 
6.3 
34 
8.7 

-1.9 
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our  environment 


■A*.: 
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Texaco  production  platform  in  the  Gulf  of  Mexico. 

The  conservation  of  air  and  water  is  now  one  of  the 

major  tasks  facing  our  society.  It  is  a  task  that  must  be  borne 

by  all  sectors  of  the  economy,  for  over  the  years 

all  sectors  have  contributed  to  the  creation  of  today's  problems. 

Texaco  is  fully  committed  to  doing  its  share,  and 

is  spending  millions  of  dollars  annually  to  protect 

the  quality  of  our  environment. 

We're  woricing  to  keep  your  trust. 

Itexaco] 


Who's  Where  in  Growth 


5-Year  Annual* 

5-Year  Annual* 

'- 

5- Year  Annual* 

5-Year  Annual* 

Earnings  Per  Share  Growth 

Sales  Growth 

Earnings  Per  Share  Growth 

Sales  Growth 

Company 

Rank 

Percent    ^ 

Rank 

Percent 

Company 

Rank 

Percent 

Rank 

Percent 

Carson  Pirie  Scott 

593 

-12.7 

569 

5.6 

Koehring 

662 

-52.8 

539 

6.2 

De  Soto 

594 

-12.7 

122 

15.3 

Interstate  Stores 

,663 

-65.6 

532 

6.3 

Mead 

595 

-12.b 

225 

11.8 

Admiral 

664 

P-D 

677 

1.8 

B  F  Goodrich 

596 

-13.3 

611 

4.6 

Allegheny  Ludlum 

664 

P-D 

571 

5.5 

A-T-0 

597 

-13.4 

45 

23.0 

Allied  Supermarkets 

664 

P-D 

195 

12.7 

Diamond  Shamrock 

597 

-13.4      ' 

398 

8.3 

Amer  Export  Indust 

664 

P-D 

76 

17.9 

Crowell-Coll  &  MacM 

599 

-13.5 

60 

19.4 

American  Airlines 

664 

PD 

281 

10.5 

Pennwalt 

600 

-13.6 

185 

12.9 

American  Standard 

664 

P-D 

374 

8.8 

Diversified  Inds 

601 

-13.9 

25 

32.7 

Ampex 

664 

P-D 

246 

11.4 

Wallace  Murray 

602 

-14.3 

564 

5.7 

Anaconda 

664 

P-D 

711 

-2.9 

Cyclops 

'1:        603 

-14.3     1 

177 

13.1 

Arlan's  Dept  Stores 

664 

P-D 

487 

7.0 

Armco  Steel 

604 

-14.4      ' 

478 

7.2 

Borman's 

664 

P-D 

264 

10.9 

Baza'r 

605 

-14.5 

34 

27.4 

Budd 

664 

P-D 

506 

6.8 

North  Amer  Philips 

606 

-14.6 

140 

14.3 

Chi  Milw  St  P  &  Pac 

664 

P-D 

657 

2.7 

Midland-Ross 

607 

-14.7      ; 

714 

-5.2 

City  Stores 

664 

P-D 

687 

1.1 

Natl  Cash  Register 

608 

-14.8 

224 

11.8 

Collins  Radio 

664 

PD 

716 

-6.6 

NL  Industries 

609 

-15.2 

643 

3.3 

Columbia  Pictures 

664 

P-D 

549 

6.0 

Federal  Company 

610 

-15.3 

484 

7.0 

Curtiss-Wright 

664 

P-D 

357 

9.0 

Control  Data 

611 

-16.0 

231 

11.6 

Dan  River 

664 

P-D 

638 

3.5 

Springs  Mills 

612 

-16.3 

605 

4.9 

Dillingham  Corp 
Eastern  Air  Lines 

664 
664 

P-D 
P-D 

163 
192 

13.5 

Ex-Cell-0 

613 

-16.5 

583 

5.3 

12.8 

Castle  &  Cooke 

614 

-16.9 

384 

8.6 

Fairchild  Camera 

664 

P-D 

705 

-1.6 

Allied  Mills 

615 

-17.0 

126 

15.1 

General  Dynamics 

664 

P-D 

683 

1.2 

Amer  Chain  &  Cable 

616 

-17.0 

664 

2.4 

J  P  Stevens 

664 

PD 

680 

1.5 

SCM 

617 

-18.1 

166 

13.4 

Kaiser  Steel 

664 

P-D 

590 

5.2 

Hammermill  Paper 

618 

-18.7 

467 

7.3 

Lear  Siegler 

664 

P-D 

190 

12.9 

Avco 

619 

-19.6 

290 

10.4 

Ling-Temco-Vought 

664 

P-D 

28 

31.2 

InternatI  Harvester 

620 

-19.9 

650 

3.1 

Lockheed  Aircraft 

664 

PD 

389 

8.6 

Revere  Copper 

621 

-20.0 

699 

-0.1 

Lykes-Youngstown 

664 

P-D 

671 

2.1 

H  K  Porter 

622 

-20.2 

708 

-1.9 

Massey-Ferguson 
Mattel 

664 
664 

P-D 
PD 

669 
65 

2.1 

Olin  Corp 

622 

-20.2 

660 

2.6 

18.9 

Western  Air  Lines 

625 

-20.8 

147 

14.1 

McLouth  Steel 

664 

P-D 

661 

2.6 

West  Point-Pepperell 

626 

-20.9 

684 

1.2 

Pan  Am  World  Airways 

664 

P-D 

495 

6.9 

U  S  Freight 

627 

-20.9 

641 

3.4 

Parkview  Gem 

664 

P-D 

155 

13.7 

Allis-Chalmers 

628 

-21.1 

667 

2.1 

Penn  Central 

664 

P-D 

665 

2.3 

Continental  Airlines 

629 

-21.9 

114 

15.7 

Signal  Companies 

664 

P-D 

655 

2.8 

Allied  Products 

630 

-21.9 

78 

17.8 

Spencer  Foods 

664 

P-D 

259 

11.1 

American  Bakeries 

631 

-23.1 

633 

3.6 

Sundstrand 

664 

P-D 

439 

7.8 

Addressograph-Muiti 

632 

-23.2 

588 

5.2 

Thriftimart 

664 

P-D 

697 

-0.1 

Chrysler 

633 

-23.4 

534 

6.3 

Trans  World  Airlines 

664 

P-D 

317 

9.9 

Northwest  Orient  Air 

634 

-23.5      : 

658 

2.7 

Twentieth  Cent-Fox 

664 

PD 

703 

-1.2 

USM 

635 

-23.7 

301 

10.1 

UAL 

664 

P-D 

226 

11.8 

General  Instrument 

636 

-24.0 

319 

9.9 

United  Brands 

664 

P-D 

245 

11.4 

Talley  Industries 

636 

-24.0 

682 

1.2 

Universal  Oil 

664 

P-D 

126 

15.1 

Boeing 

;          rjt^y 

-?4.4 

519 

6.4 

White  Motor 

664 

P-D 

662 

2.5 

J  J  Newberry 

639 

-24.4 

643 

3.3 

Bohack 

707 

D-D 

509 

6.7 

E  F  Macdonaid 

640 

-25.1 

334 

9.4 

Chicago  Rock  Island 

707 

D-D 

539 

6.2 

Reynolds  Metals 

641 

-25.7 

525 

6.3 

Northeast  Airlines 

707 

D-D 

153 

13.8 

Westvaco 

642 

-26.2 

624 

4.1 

Amer  Beef  Packers 

DP 

1 

64.7 

Arden-Mayfair 

i   ''' 

-28.3 

639 

3.5 

American  Motors 

DP 

518 

6.4 

Jones  &  Laughlln 

}■■     644 

-28.5 

673 

1.9 

Brunswick 

DP 

446 

7.7 

Alexander  &  Baldwin 

\       645 

-28.7 

700 

-0.7 

Del  E  Webb 

DP 

112 

15.7 

Cerro 

'        646 

-29.8 

582 

5.3 

First  Natl  Stores 

liHlllljE; 

DP 

574 

5.5 

Whittaker  Corp 

647 

-30.3 

119 

15.5 

Hygrade  Food  Prods 

DP 

715 

-5.4 

National  Airlines 

648 

-30 'i 

249 

11.3 

Missouri  Beef  Packer 

^^H^l^^n' 

DP 

20 

35.4 

Ward  Foods 

649 

-31.1 

197 

12.7 

NVF 

DP 

597 

5.1 

Republic  Steel 

650 

-31.6 

681 

1.4 

Rath  Packing 

DP 

689 

0.8 

Chemetron 

651 

-31.9 

623 

4.2 

Wheeling-Pitts  Steel 

DP 

637 

3.5 

J  Ray  McDermott 

s^      652 

-32.0 

448 

7.6 

Arlen  Realty  &  Devel 

•  • 

•  • 

Bergen  Brunswig 

^       653 

-32.3 

444 

7.7 

Daylin 

iPlillir' 

•  ft 

*» 

GAC 

655 

656 

-35.2 

-35.6 

21 
647 

34.7 
3.2 

Foodarama  Supermkts 

•  • 

•  * 

Libby,  McNeill  &  Lib 

General  Host 

*« 

•• 

Cincinnati  Milacron 

657 

-35.8 

693 

0.3 

Kane-Miller 

*« 

*• 

Shop  Rite  Foods 

658 

-37.6 

663 

2.5 

Omega-Alpha 

<(4 

*• 

Bangor  Punta 

659 

-38.5 

70 

18.3 

Peter  Eckrich  &  Sons 

•  « 

•* 

Inmont 

660 

-45.3 

651 

3.0 

Schering-Plough 

C* 

«• 

Boise  Cascade 

66  i 

-52.3 

431 

8.0 

•The  growth  rate  may  be  less  th 

in  5  years  as  footnoted  in  individual  industrv  YarH^ilrk< 

PD  Profit  to  deficit         DO  Defic 

t  to  deficit. 

DP  Deficit  to  profit;  not 

ranked.        **Nc 

t  available:  not  ranked. 
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It's  a  language  that's  understood  everywhere.  And  not 
just  by  our  over  20,000  maintenance  and  construction 
men.  The  owners  of  the  more  than  200,000  Otis  eleva- 
tors, escalators  and  moving  walks  know  that  the  main 
words  in  the  Otis  language  are  passenger  safety,  over- 
all economy  and  reliability. 

Otis  has  the  largest  manufacturer's  construction  and 
service  organization  in  tne  world.  Because  we're  sure 
no  one  else  can  install  and  keep  our  equipment  running 
as  well  as  Otis  Elevator  Company.  After  all,  we  engi- 
neered them  and  built  them.  We  should  know  how  to 
maintain  them  best. 


Otis  takes  complete  responsibility,  round-the-clock, 
for  anything  that  goes  wrong  when  your  equipment  is 
covered  with  an  Otis  Maintenance  contract.  Usually 
nothing  does,  because  we  correct  problems  before  they 
get  to  be  emergencies.  And  we've  learned  a  few  ways 
to  prevent  problems  in  the  119  years  we've  been  in 
the  elevator  business. 

So  no  matter  what  your  native 
tongue,  when  you  say  vertical,  hor- 
izontal or  diagonal  transportation 
.  .  .  you're  speaking  Otis.  Because 
our  language  is  universal.  HAS  A  SYSTEM 


Norman  Atkinson,  Vincenzo  Toscano, 

Kiicki  Sato,  Gunnar  Nystrom,  Jacques  Martin, 

Jose  Garcia  and  Rudolf  Kugelstadt 

all  speak  the  same  language... Otis. 


J I 


DRAWN  Br   A  ;  i'['.  I  'Ml'  PlOHtt 


We  taught 

the  computer 

to  draw* 


And  we  learned  to  make  money. 


1971  was  a  bad  year  for 
many.  Not  for  us.  Our  revenues 
increased  by  61%.  Our  per 
share  earnings  by  180%. 

This  was  an  expected 
surprise.  We  have  been 
growing  at  a  magnificent  pace 
ever  since  we  first  taught  the 
computer  to  draw. 

In  1959  our  sales  were 
$29,000.  The  next  year  they 
were  $362,000.  The  next 
$729,000. 

By  1970,  we  had  grown  to 
$27,616,000.  With  a  net  income 
of  $807,000. 


And  that  year  we  began 
to  deliver  a  new  product.  Disk 
drives.  And  we  made  more 
money. 

1971:  Our  sales  were 
$44,650,000.  Our  net  income, 
$2,279,000.  Our  earnings  per 
share,  up  from  35<f  to  98^. 

We'd  like  you  to  have  one 
of  our  annual  reports. 

Call  us  at  (714)  821-2011. 
Or  write  to  California 
Computer  Products,  Inc., 
Dept.  FB-Ml-72,  2411  West 
La  Palma  Avenue,  Anaheim, 
California  92801. 


GOO®0<S^O 


Who's  Where 
in  the 


Stock  Market 


To  LEARN  why  money  managers  get  gray,  observe  below 
the  stock  market's  incredible  crosscurrents.  In  five  years— 
from  the  end  of  1966  to  the  end  of  1971— the  Dow  Jones 
industrial  average  rose  about  8%.  Yet  in  that  period  you 
could  have  been  killed  holding  stocks  of  very  good  compa- 
nies: Texas  Gulf  Sulphur  was  down  nearly  63%,  Boeing 
75%,  Reynolds  Metals  68%.  There  were  tremendous  differ- 


ences even  within  the  same  industry:  Among  railroads, 
Chesapeake  &  Ohio  was  down  23%;  Southern  Railway  was 
up  86%.  Most  utility  stocks  were  hard  hit,  but  not  several 
gas  transmission  stocks.  Among  the  airlines.  Pan  American 
was  down  over  50%,  Delta  and  American  up  some  15%. 

Surprisingly,  the,  median  gain  among  the  727  stocks  in 
this  survey  was  18%— more  than  double  the  gain  of  the  DJI. 

Who  were  the  big  gainers?  Specialty  outfits  like  Tandy 
(hobby  stores)  and  discounter  S.  S.  Kresge;  travel-oriented 
stocks  like  Marriott  and  American  Express;  brewers  like 
Pabst  and  Schlitz.  Most  of  the  big  gainers  were  consumer- 
oriented  stocks.  Reflecting,  of  course.  Wall  Street's  belief 
that  the  consumer  will  lead  the  way  out  of  the  recession. 

One  thing  was  unchanged.  In  total  stock  market  value. 
International  Business  Machines  kept  its  lead.  Toward  the 
year's  end  its  market  capitalization  amounted  to  $35.6  bil- 
lion. Other  companies  with  capitalizations  of  over  $10  bil- 
lion include  Sears,  Roebuck  ($14.9  billion);  Eastman  Ko- 
dak ($14.5  billion);  General  Electric  ($11.1  billion);  Gen- 
eral Motors  ($23  bilUon);  Jersey  Standard  ($15.5  billion); 
and  AT&T  ($23  billion) .  ■ 


Total 

Latest 

Shares 

Market 

12-month 

Indicated 

Price/ 

Debt/ 

Rank 

5-y»ar 

1967-71 

Recent 

Outstanding 

Value 

Earnings 

1971 

Earnings 

Equity 

•71 

'70 

Company 

Price  Changa 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Dividend 

Ratio 

Ratio 

1 

• 

Skyline 

3,329.4% 

593/4- 

13/8 

50 

11.3 

563 

1.41 

0.20 

35 

0.0 

2 

1 

Fedders 

1,246.7 

50     - 

31/4 

41 

11.1 

457 

1.70 

0.48 

24 

0.5 

3 

3 

Loew's 

1,190.7 

611/2- 

SV2 

44 

14.4 

647 

3.20 

1.00 

14 

4.4 

4 

• 

JackEckerd 

1,134.7 

29y8- 

I'/s 

24 

16.2 

392 

0.55 

0.14 

44 

0.2 

5 

4 

Tandy 

827.7 

38'/4- 

35/8 

34 

11.0 

380 

1.25 

none 

28 

0.1 

6 

2 

Mattel 

695.3 

521/4- 

23/4 

21 

17.1 

369 

-0.08 

0.10 

def. 

0.2 

7 

* 

'  Ryder  System 

648.8 

643/,. 

8 

62 

5.1 

315 

1.68 

0.50 

37 

2.0 

8 

11 

S  S  Kresge 

632.1 

973/8- 

121/4 

92 

36.2 

3,338 

2.28 

0.49 

40 

0.3 

9 

7 

Hilton  Hotels 

620.6 

7oy8- 

75/8 

54 

7.5 

411 

1.61 

1.00 

34 

12 

10 

6 

Fisher  Foods 

602.3 

36     - 

2V4 

15 

5.4 

81 

1.15 

0.20 

13 

1.5 

11 

5 

Melville  Shoe 

586.3 

593/4- 

85/8 

59 

11.6 

695 

1.97 

0.80 

30 

0.1 

12 

44 

Genuine  Parts 

548.9 

62     - 

974 

62 

7.7 

479 

1.95 

0.84 

32 

0.0 

13 

• 

Kings  Dept  Stores 

523.9 

211/2- 

3 

17 

8.6 

151 

0.93 

0.28 

19 

0.0 

14 

14 

Jim  Waiter 

477.6 

461/4- 

6 

35 

11.6 

409 

1.88 

0.48 

19 

0.4 

15 

27 

Schlumberger 

412.9 

1421/2- 

2678 

137 

11.9 

1,633 

4.57 

1.40 

30 

0.3 

16 

85 

Brunswick 

409.1 

:    36    - 

7 

35 

18.7 

656 

1.23 

0.12 

28 

0.7 

17 

21 

Johnson  &  Johnson 

406.6 

983/4- 

I81/4 

96 

55.8 

5,371 

1.78 

0.43 

54 

0.0 

18 

12 

Lucky  Stores 

4053 

235/8- 

35/8 

18 

26.6 

486 

0.90 

0.49t 

20 

0.7 

19 

30 

Jos  Schlitz  Brewing 

396.2 

993/4- 

19 

96 

9.6 

931 

3.62 

1.50 

27 

0.3 

20 

298 

Leaseway  Transport 

376.9 

523/8- 

11  Vs 

52 

4.2 

220 

2.06 

0.50t 

25 

2.9 

21 

24 

Federal  Natl  Mortge 

348.0 

8O1/4- 

151/4 

77 

10.6 

818 

4.20 

1.08 

18 

29.2 

22 

* 

Collins  &  AJkman 

344.0 

2878- 

63/8 

27 

9.9 

274 

1.91 

0.55 

14 

0.4 

23 

58 

Marriott 

323.3 

493/8- 

11 

48 

13.8 

671 

1.05 

nonet 

46 

1.3 

24 

8 

Holiday  Inns 

322.3 

505/8- 

10 

42 

27.3 

1,160 

1.38 

0.24 

31 

1.1 

25 

10 

Pittston 

321.9 

521/2- 

85/8 

38 

16.0 

610 

3.02 

0.60t 

13 

0.7 

26 

33 

Fischbach  &  Moore 

314.9 

40     - 

9V4 

38 

2.6 

100 

2.32 

0.80 

16 

0.3 

27 

50 

Malone  &  Hyde 

309.4 

391/2- 

9'/2 

39 

3.9 

152 

1.56 

0.04 

25 

0.2 

28 

• 

Kane-Miller 

303.9 

58'/8- 

3'/2 

13 

2.2 

29 

1.32 

0.10 

10 

1.1 

29 

" 

Masonlte 

302.7 

66     - 

173/8 

62 

7.9 

492 

2.57 

0.72 

24 

0.0 

30 

76 

Mercantile  Stores 

297.6 

1351/8- 

285/8 

122 

2.9 

362 

5.62 

1.40 

22 

0.3      , 

31 

* 

Saxon  Industries 

288.7 

415/8- 

51/8 

19 

7.4 

146 

1.53 

none 

13 

1.0 

32 

23 

Coastal  States  Gas 

288.5 

563/4- 

llVs 

44 

18.6 

824 

1.96 

none 

23 

1.2 

■ 

33 

42 

Pabst  Bresuig 

286.2 

701/8- 

18 

69 

9.5 

664 

2.62 

0.80 

27 

0.0 

34 

* 

General  Reinsurance 

281.4 

328     - 

591/4 

300 

2.7 

817 

9.68 

0.44 

31 

0.0 

35 

70 

Southlaiv'  Core 

279.0 

353/4- 

7'/a 

30 

13.3 

409 

1.28 

0.14t 

24 

0.9 

36 

18 

American 

2772 

123     - 

30 

116 

15.5 

1,799 

4.19 

1.35 

28 

0.0 

37 

• 

Zapata  Noi 

275.4 

87     • 

113/8 

61 

4.7 

288 

2.71 

none 

23 

1.8 

38 

* 

Roadway  Expre  . 

266.9 

;    381/2- 

8 

33 

9.8 

327 

3.15 

0.21 

11 

0.0 

•Not  ra 

iked  la 

St  year.         tPlus  stock.        del. 

-Deficit. 
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Who's  Where  in  the  Stock  Market 


Rank 
'71        "70 


Company 


5-yeaf 
Price  Change 


1967-71 
Price  Range 


Recent 
Price 


Shares 

Outstanding 

(millions) 


Total 

Market 

Value 

(millions) 


Latest 
12-manth 
Earnings 
Per  Share 


Indicated 

1971 
Dividend 


Price/        Debt/ 

Earnings      Equity 

Ratio  Ratio 


39      19 

Philip  Morris 

259.7 

70     - 

153/4 

61 

25.2 

1,545 

3.92 

1.20 

16 

0.8 

40     38 

Geo  A  Hormel 

258.3 

30    - 

678 

24 

4.8 

118 

1.75 

0.75 

14 

0.0 

41     53 

Giant  Food 

2542 

25'/8- 

6 

21 

3.0 

63 

2.20 

0.55 

10 

0.5 

42     17 

Anheuser-Busch 

250.2 

531/2- 

135/8 

51 

44.9 

2,291 

1.57 

0.53 

32 

0.3 

43     36 

Flickinger 

246.5 

243/4- 

53/4 

18 

1.1 

20 

2.10 

0.50 

9 

0.1 

44     72 

Halliburton 

244.6 

70     - 

201/8 

70 

17.3 

1,210 

3.06 

1.05 

23 

0.4 

45     59 

U  S  Industries 

243.1 

363/,- 

7V4 

24 

26.7 

663 

2.15 

0.60 

12 

0.7 

46       • 

Certain-teed  Prods 

242.6 

451/2- 

1278 

43 

4.7 

203 

2.61 

0.80 

17 

0.4 

47       • 

Daylin 

238.6 

2778- 

55/8 

18 

5.0 

94 

1.50 

0.24 

12 

2.0 

48    187 

Chi  Bridge  &  Iron 

237.0 

147     - 

39 

136 

2.3 

320 

8.97 

2.10 

15 

0.0 

49     62 

Hoover 

228.4 

61     - 

17 

55 

6.6 

363 

2.81 

1.40 

20 

0.0 

50    172 

Consolidated  Freight 

224.2 

56     • 

163/4 

53 

5.7 

307 

3.20 

1.00 

17 

0.9 

51    208 

Fred  Meyer 

218.2 

361/2- 

n% 

35 

2.1 

72 

2.61 

0.60t 

13 

0.4 

52     20 

Leasco  Corp 

217.0 

571/4- 

7 

21 

10.4 

228 

1.83 

none 

12 

0.6 

53       • 

Great  West  Financial 

216.9 

313/4- 

85/8 

28 

14.9 

419 

1.61 

none 

17 

0.1 

54    353 

Needham  Packing 

211.1 

33     - 

43/4 

14 

0.8 

11 

2.22 

none 

6 

0.4 

55       9 

Burroughs 

210.5 

1723/4- 

403/8 

136 

18.4 

2,505 

3.90 

0.60 

35 

0.6 

56     45 

Wetterau  Foods 

207.3 

303/4- 

83/4 

25 

3.4 

89 

1.38 

0.44t 

19 

0.2 

57       • 

Ohio  Casuality 

205.1 

581/8- 

12 

46 

5.7 

266 

3.48 

0.80 

13 

0.0 

58    164 

AMF 

198.2 

43 

14 

41 

18.3 

749 

2.22 

0.95 

18 

0.8 

59    199 

Scot  Lad  Foods 

195.6 

321/2- 

9 

27 

2.1 

58 

2.23 

0.56 

12 

0.3 

60     52 

Black  &  Decker 

195.3 

79     ■ 

221/4 

70 

11.8 

834 

1.91 

0.94 

37 

0.3 

61     77 

Del  E  Webb 

194.7 

235/8- 

21/2 

7 

8.1 

57 

0.47 

none 

15 

1.9 

62     49 

Norris  Industries 

191.6 

401/2- 

11 '72 

34 

4.3 

149 

3.25 

1.00 

11 

0.1 

63     63 

Tecumseh  Products 

190.2 

198     - 

501/2 

148 

1.8 

270 

11.73 

3.55 

13 

0.0 

64     82 

Marcor 

188.9 

38'/8- 

101/4 

29 

26.5 

775 

1.63 

0.80 

18 

0.7 

65    109 

Whiripool 

180.0 

973/4- 

313/4 

91 

11.9 

1,081 

4.24 

1.60 

21 

0.4 

66    230 

Mohasco  Industries 

178.3 

451/2- 

133/4 

40 

5.9 

237 

1.84 

1.10 

22 

0.5 

67     95 

Crum  &  Forster 

176;! 

353/8- 

105/8 

31 

11.5 

364 

2.00 

1.01 

16 

0.0 

68     32 

Oscar  Mayer 

174.4 

35'/8- 

95/8 

30 

9.3 

289 

2.40 

0.60 

13 

0.2 

69       • 

Lane  Bryant 

172.7 

363/4- 

1078 

30 

4.4 

132 

1.83 

0.65 

16 

0.1 

70     54 

Zaie 

169.8 

61     - 

143/8 

37 

11.3 

425 

1.42 

0.64 

26 

0.1 

71     29 

Weyerhaeuser 

167.7 

621/4- 

165/8 

45 

61.5 

2,797 

1.52 

0.80 

30 

0.5 

72    197 

Pac  Gamble  Robinson 

166.3 

295/8- 

101/4 

26 

1.4 

38 

2.17 

i.oot 

12 

0.1 

73     47 

ARA  Services 

165.1 

1471/2- 

513/4 

143 

5.5 

787 

3.94 

1.12 

36 

0.6 

74    135 

Havatampa  Cigar 

164.4 

221/8- 

5 

14 

2.8 

42 

1.35 

0.40 

11 

0.1 

75      57 

Carnation 

163.7 

1013/4- 

351/2 

92 

11.6 

1,076 

4.19 

1.30 

22 

0.2 

76     61 

Campbell  Taggart 

163.6 

421/2- 

85/8 

29 

4.5 

130 

2.29 

0.98 

13 

0.2 

77     31 

Heublein 

162.6 

501/8- 

183/8 

48 

17.5 

852 

1.75 

0.85 

28 

0.7 

78     28 

Georgia-Pacific 

161.6 

605/8- 

173/4 

45 

50.8 

2,287 

1.58 

0.80t 

28 

1.1 

79     94 

H  J  Heinz 

160.0 

'48     - 

15 

39 

15.0 

585 

2.58 

1.00 

15 

0.3 

80    248 

Evans  Products 

159.9 

285/8- 

9 

25 

7.5 

191 

1.22 

0.60t 

21 

1.1 

81     93 

Simmons 

157.6 

363/4- 

123/4 

33 

6.5 

216 

1.51 

0.98 

22 

0.3 

82    107 

Stanley  Works 

156.9 

333/4- 

1278 

32 

7.3 

239 

1.98 

0.80 

17 

0.2 

83    244 

Hygrade  Food  Prods 

156.3 

83     - 

95/8 

45 

0.8 

35 

5.74 

none 

8 

0.6 

84     37 

ERUNy 

155i! 

641/4- 

21 V4 

55 

68.0 

3,772 

1.34 

0.70 

41 

0.0 

85    122 

Wickes 

153.8 

583/8- 

18 

46 

8.3 

381 

1.52 

1.00 

30 

0.6 

86     15 

Engelhard  Min  &  Chem 

153.3 

431/2- 

8'/2 

22 

26.3 

597 

1.10 

0.40 

21 

0.3 

87    229 

F  W  Woolworth 

152.9 

553/4- 

195/8 

49 

28.9 

1,432 

2.48 

1.20 

20 

0.2 

88     73 

Interco 

152.0 

541/2- 

171/8 

44 

8.9 

395 

3.19 

1.20 

14 

0.3 

89    101 

J  C  Penney 

151.7 

733/4- 

265/8 

68 

56.0 

3,814 

2.36 

1.00 

29 

0.4 

90    175 

Joy  Manufacturing 

149.2 

641/2- 

241/8 

60 

5.2 

314 

3.26 

1.40 

19 

0.5 

91     98 

Combustion  Engine 

149.1 

701/2- 

231/2 

59 

9.8 

577 

3.37 

1.35 

18 

0.3 

92     48 

Avon  Products 

148.8 

112     - 

38 

100 

57.5 

5,798 

1.79 

1.25 

56 

0.1 

93     86 

Natl  Service  Inds 

148.4 

30%- 

105/8 

27 

13.8 

376 

1.47 

0.66 

19 

0.2 

94     96 

Amfac 

148.4 

415/8- 

1278 

32 

10.2 

330 

1.90 

0.58 

17 

0.9 

95     13 

AIco  Standard 

147.4 

401/2- 

61/8 

15 

7.5 

113 

1.53 

0.30 

10 

0.5 

96    112 

W  T  Grant 

145.8 

705/8- 

203/4 

51 

13.8 

706 

2.58 

1.50 

20 

0.1 

97     65 

Coca-Cola 

145.5 

1143/8- 

435/8 

110 

59.5 

6,546 

2.74 

1.58 

40 

0.0 

98       • 

Peoples  Drug  Stores 

144.9 

353/8- 

17 

22 

1.2 

27 

1.63 

1.10 

14 

0.3 

99       * 

VF 

143-.3 

53     - 

193/8 

52 

4.9 

256 

2.88 

1.10 

18 

0.3 

100     74 

Quaker  Oats 

141.4 

493/4- 

181/4 

44 

12.7 

560 

2.45 

1.00 

18 

0.4 

101    394 

Rath  Packing 

140.9 

293/4- 

35/8 

13 

1.0 

13 

3.60 

none 

4 

1.2 

'Not  ranked  last  year.        fPlus  stock. 


FORBES,  JAMJ.'^.r.Y   1,    1972 


65 


Who's  Where  in  the  Stock  Market 


Rank  . 

'71      '70      Company 


ToUl 

Latest 

Shares 

Market 

12-month 

Indicated 

Price/ 

Debt/ 

5-year 

1967-71 

Recent 

Outstanding 

Value 

Earnings 

1971 

Earnings 

Equity 

any                                    Price  Change 

Price  Range 

Price 

(miilions) 

(millions) 

Per  Share 

Dividend 

Ratio 

Ratio 

102    134 

A  0  Smith 

139.8% 

581/4- 

211/2 

49 

2.5 

122 

3.30 

1.40 

15 

0.4 

103     16 

American  Petrofina 

137.8 

36    - 

91/8 

22 

7.7 

169 

1.83 

1.10 

12 

0.5 

104     46 

Eastern  Gas  &  Fuel 

136.2 

513/8- 

12% 

29 

10.0 

295 

2.54 

nonet 

12 

0.7 

105    264 

Supermarkets  General 

135.9 

25    - 

73/4 

18 

7.4 

136 

1.09 

0.20 

17 

1.1 

106    176 

Champion  Spark  Plug 

135.4 

43y2- 

13% 

43 

12.5 

539 

2.69 

1.20 

16 

0.2 

107    103 

Edison  Bros  Stores 

135.2 

'     563/4- 

153/4 

36 

4.2 

1^3 

2.39 

1.00 

15 

0.2 

108    186 

Outboard  Marine 

134.1 

:     44%- 

-4 

12% 

38 

8.1 

312 

2.84 

1.00 

14 

0.3 

109    139 

Kellwood 

132.3 

483/4- 

121/4 

28 

3.1 

90 

1.74 

0.72 

17 

0.4 

110       • 

Dillon  Companies 

132.2 

26    - 

1178 

25 

4.3 

109 

1.41 

0.63 

18 

0.5 

111     35 

Amer  Hospital  Supply 

131.4 

'     471/2- 

151/4 

37 

34.1 

1,268 

0.76 

0.26 

49 

0.1 

112     75 

Penn  Fruit 

130.8 

251/4- 

61/2 

15 

1.4 

21 

1.63 

none 

9 

0.2 

113    275 

Waldbaum 

129.9 

19>/4- 

5 

14 

2.0 

29 

1.65 

nonet 

9 

0.4 

114    123 

Safeco 

128.8 

413/8- 

153/4 

41 

12.0 

491 

2.75 

0.63 

15 

0.0 

115    143 

Kendall 

125.7 

50%- 

171/2 

40 

6.5 

262 

1.54 

0.60 

26 

0.3 

116     79 

Carrier 

122.7 

441/2- 

183/4 

43 

15.9 

685 

1.64 

0.60 

26 

0.3 

117     39 

Speny  &  Hutchinson 

121.6 

593/4- 

I8I/4 

41 

10.7 

439 

3.07 

1.00 

13 

0.0 

118     66 

Kinney  Natl  Service 

116.2 

4478- 

131/8 

28 

12.7 

361 

2.15 

0.25 

13 

1.0 

119    236 

Sears,  Roebuck 

115.7 

97    - 

441/8 

96 

154.8 

14,900 

3.31 

1.45 

29 

0.2 

120    162 

Jewel  Companies 

111.8 

661/2- 

26% 

56 

7.3 

412 

3.31 

1.55 

17 

0.7 

121    104 

Amer  Home  Products 

111.5 

8478- 

393/4 

84 

50.5 

4,283 

2.80 

1.70 

30 

0.0 

122     81 

Texas  Eastern  Trans 

110.6 

431/2- 

I81/4 

42 

22.0 

933 

2.80 

1.52 

15 

1.8 

123    204 

R  H  Macy 

108.8 

473/4. 

201/2 

44 

9.5 

422 

2.44 

1.00 

18 

0.6 

124   362 

National  Industries 

108.3 

293/8- 

3 

6 

6.7 

41 

0.67 

none 

9 

1.2 

125    395 

Dart  Industries 

107.5 

51%- 

203/4 

46 

18.7 

875 

2.02 

0.30t 

23 

0.2 

126     89 

Archer-Daniels-Mid 

106.9 

433/4- 

173/4 

37 

3.2 

119 

3.54 

1.00 

11 

0.3 

127    311 

Howard  Johnson 

106.9 

39    - 

iiy8 

36 

10.6 

392 

1.33 

0.24 

28 

0.1 

128     92 

First  Bank  System 

106.8 

411/2- 

15% 

38 

14.6 

558 

3.08 

1.20 

12 

0.0 

129   278 

National  City  Lines 

105.4 

333/4. 

101/4 

28 

2.2 

62 

1.76 

0.90 

16 

0.8 

130     34 

AMP 

104.7 

731/4- 

28% 

59 

12.3 

733 

1.89 

0.64 

32 

0.1 

130    273 

Clark  Equipment 

104.7 

49%- 

21 

43 

12.3 

535 

2.41 

1.40 

18 

0.6 

132    200 

Zayre 

104.4 

471/4- 

183/4 

38 

4.8 

185 

1.74 

none 

22 

1.6 

133   431 

Cummins  Engine 

101.5 

56     - 

25% 

55 

6.3 

351 

3.18 

0.38 

17 

0.6 

134    196 

Broadway-Hale 

101.0 

48%. 

18% 

44 

10.0 

446 

2.14 

1.00 

21 

0.4 

135    195 

CNA  Financial 

100.0J: 

313/4- 

101/2 

24 

30.9 

741 

1.52 

0.50 

16 

0.1 

136   268 

Gould 

99.4 

581/2- 

I81/4 

39 

4.9 

193 

2.99 

1.40 

13 

0.4 

137    212 

M  Lowenstein  &  Sons 

98.3 

38    - 

15 

29 

3.3 

95 

2.65 

0.90 

11 

0.3 

138    111 

National  General 

97.9 

6O1/2- 

9 

23 

5.0 

117 

3.15 

0.20 

7 

1.5 

139    116 

Crown  Cork  &  Sea! 

96.9 

23%- 

878 

19 

20.3 

391 

1.36 

none 

14 

0.2 

140    119 

Dun  &  Bradstreet 

96.8 

641/4- 

311/2 

61 

12.8 

786 

2.22 

1.53 

28 

0.0 

141     87 

Warner-Lambert  Pharm 

96.4 

7978- 

371/8 

74 

38.4 

2,876 

2.70 

1.25 

28 

0.1 

142     90 

Procter  &  Gamble 

96.2 

77    - 

341/2 

71 

81.7 

5,851 

2.97 

1.45 

24 

0.1 

143     22 

Amerada  Hess 

91.9 

711/2- 

19 

42 

12.9 

543 

4.07 

0.30t 

10 

1.0 

144    240 

Reliance  Electric 

91.5 

32%- 

113/4 

22 

6.3 

143 

0.84 

0.70 

27 

0.5 

145   404 

Pacific  Car  &  Fdry 

90.3 

931/2- 

3678 

86 

2.8 

238 

5.72 

1.36 

15 

0.1 

146       * 

Hobart  Manufacturing 

90.2 

631/4- 

283/4 

58 

5.6 

329 

2.37 

1.20 

25 

0.4 

147     97 

Chesebrough-Pond's 

88.7 

531/2- 

27% 

54 

12.0 

650 

1.89 

1.04 

29 

0.6 

148     41 

Revion 

882 

803/4- 

301/4 

58 

12.9 

753 

2.54 

1.00 

23 

0.4 

149    124 

Fluor 

88.0 

55     - 

133/4 

23 

7.8 

186 

1.30 

nonet 

18 

0.2 

150    153 

Union  Camp 

88.0 

4178- 

17 

35 

15.1 

529 

1.81 

1.00 

19 

0.6 

151    483 

Bohack 

87.8 

25%- 

8% 

17 

1.2 

21 

-0.19 

none 

def. 

0.8 

152    117 

Colgate-Palmolive 

87.0 

551/4- 

2678 

52 

14.4 

751 

2.93 

1.40 

18 

0.1 

153    141 

Dravo 

86.9 

5478- 

15% 

28 

2.1 

61 

1.97 

1.40 

14 

0.7 

154    295 

Southern  Railway 

86.4 

913/4- 

40 

78 

7.6 

602 

8.65 

3.20 

9 

0.7 

155       • 

G  D  Searle 

86.4 

723/4- 

33% 

68 

13.3 

908 

2.52 

1.30 

27 

0.4 

156       • 

Ksana  Mining 

85.6 

623/4- 

26 

48 

8.8 

426 

3.26 

1.30 

15 

0.1 

157    293 

Pet 

83.0 

471/8- 

241/2 

47 

5.8 

275 

3.16 

1.25 

15 

0.4 

158   261 

Westinghouse 

82.6 

4878- 

231/4 

43 

83.1 

3,595 

1.81 

0.90 

24 

0.4 

159       • 

Rich's 

80.4 

433/4. 

183/4 

43 

4.1 

176 

2.20 

0.97 

20 

0.2 

160   154 

Akzona 

80.0 

463/4- 

18% 

33 

12.5 

413 

2.15 

1.10 

15 

0.3 

161    140 

Distillers  Corp-Seag 

78.1 

311/4- 

15% 

27 

35.1 

960 

1.76 

0.63 

15 

0.3 

162       * 

Signode 

77.9 

55    - 

23% 

43 

4.6 

202 

2.93 

1.10 

15 

0.3 

163    327 

Gamble-Skogmo 

77.8 

481/4- 

17 

39 

4.5 

177 

3.43 

1.30 

11 

1.6 

164    272 

Honeywell 

"".'.? 

1571/4- 

631/2 

118 

18.4 

2,173 

2.51 

1.30 

47 

0.7 

•Not  ranked  list  year.        tPlus  stock.       del. -Deficit. 
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Watch  out 
for  these  changes 

in  1972 


WASHINGTON,  D.C.-The  year  just  start- 
ing won't  be  an  easy  one  for  those  who 
try  to  go  along  on  a  business-as-usual 
basis.  There  will  be  too  much  going  on . . . 
too  many  changes  and  departures  from 
what  we've  been  used  to. 

You  quickly  come  to  that  conclusion  when 
you  see  what  U.S.  News  &  World  Report 
has  to  say,  in  current  and  coming  issues, 
about  the  outlook  for  1972. 

Phase  II  controls  to  deal  with  and  live 
with,  for  example;  in  some  ways  the  new 
rules  carry  the  U.S.  farther  along  the  road 
toward  a  "planned  economy"  than  has 
ever  been  the  case  in  peacetime. 

And  the  fact  that  '72  is  an  Election  Year 
means  that  we  will  have  a  full  measure  of 
confusing  contradictions  to  interpret.  Po- 
litical e.xpediency  will  bring  some  unex- 
pected surprises;  and  campaign  oratory 
does  not  contribute  very  often  to  peace  of 
mind  and  understanding. 

This  is  a  time  to  follow  the  news  closely, 
to  estimate  carefully  what  it  means  to 
you,  your  family,  your  business,  your 
savings  and  investments— a  good  time 
to  start  reading  a  news  magazine  such  as 
U.S.  News  &  World  Report. 
Here  is  more  on  the  Outlook,  in  more  de- 
tail: 

Business  In  '72:  Year  of  the  Break- 
through? A  boom  during  a  "managed" 
economy  may  be  hard  to  figure— but  all 
signs  point  to  more  vigorous  business  ac- 
tivity in  months  ahead.  People  will  have 
more  to  spend.  Government  outlays  will 
grow.  Profits  headed  up.  Inflation  should 
be  less  of  a  problem.  Fly  in  the  ointment: 
uncertainty  growing  out  of  new  web  of 
controls  and  tougher  going  in  overseas 
markets.  These  pose  questions  not  to  be 
answered  in  a  hurry. 
Politics— Can  the  Democrats  Unseat 
Nixon?  A  flock  of  Democrats  want  the 
chance  to  run  against  Mr.  Nixon.  But  the 
President  holds  the  initiative  and  already 
has  rocked  his  rivals  with  dramatic  ac- 
tions, both  at  home  and  in  the  interna- 
tional arena.  Look  for  more  surprises  and 
innovations  from  the  White  House  as  cam- 
paign progresses.  The  most  significant 
election  in  years— that's  how  experts  size- 
up '72. 

China,  Russia,  and  the  U.S.:  Red  China's 
rookie  year  in  U.N.  will  be  interesting  to 
watch,  but  the  big  developments,  if  any, 
will  take  place  off  stage.  Nixon's  trip  to 
Peking  not  expected  to  have  dramatic  re- 
sults right  away,  but  Moscow  visit  could 
be  more  fruitful.  It  could  bring  progress 
toward  a  slowdown  in  nuclear  arms  race. 
President  may  well  take  other  unexpected 
steps,  in  search  of  "full  generation  of 
peace." 


Phase  II  and  Your  Pocketbook:  One  thing 
sure  about  the  "managed"  economy— it 
will  be  full  of  confusion,  one  unanswered 
question  after  another.  Profits  will  be  al- 
lowed to  grow— providing  the  economy 
grows.  But  unions  will  strain  harder 
against  the  bonds  on  pay  raises.  Rents  will 
rise.  The  prices  for  services  will  be  hard 
to  police.  "Voluntary"  cooperation  will 
diminish,  and  tempers  heat  up,  as  every- 
one watches  to  see  if  someone  else  gets  a 
better  shake  from  the  controllers. 
Investments  in  1972:  How  Phase  II  goes, 
or  doesn't  go.  will  be  dominant  influence 
in  coming  months  on  securities  markets. 
Gains  in  corporate  profits  are  expected  to 
push  stock  prices  higher.  Many  experts 
see  bargains  right  now,  especially  in  stocks 
of  smaller  companies.  Bond  prices  seem 
likely  to  be  bolstered  by  easier  credit  in 
months  ahead. 

Nixon  &  Congress— Big  Battles  Ahead: 
Flection-year  politics  will  overshadow 
every  debate,  and  vote  in  Congress.  Demo- 
crats, in  the  majority,  will  be  carving  out 
positions  in  opposition  to  the  White  House 
on  a  wide  range  of  poliiically-sensitive 
issues.  In  the  forefront:  Health  insurance, 
welfare,  revenue  sharing,  foreign  aid,  de- 
fense, consumer  protection. 

"New  Isolationism",  Trade,  and  the 
Dollar:  U.S.  aid  cut  last  November  set  off 
alarms  .around  the  world,  but  the  sur- 
charge, quotas,  and  dollar  devaluation  are 
the  moves  that  bring  retaliation.  The 
scramble  is  on  for  world  markets,  no- 
holds-barred.  Every  nation  seeks  all  the 
advantages  possible  for  its  exports  and 
money.  Competition  is  fierce  and  getting 
fiercer,  could  lead  to  all-out  trade  war. 
Winding  Down  War  in  Vietnam:  U.S. 
ground  combat  role  will  become  history 
in  1972.  Formal  peace  accord  is  unlikely, 
but  there's  chance  for  behind-the-scenes 
agreement  with  Handi  on  release  of  pris- 
oners. North  Vietnam  will  continue  to 
test  Saigon  troops  in  battle,  but  a  con- 
tinued major  offensive  is  doubtful. 
Race  Relations  in  Election  Year:  1972 
will  see  biggest  political  push  ever  by 
Negroes.  Many  Black  candidates  for  high 
office  in  both  Parties,  with  threat  of  new 
voting  bloc  if  Black  demands  are  not  met. 
Outlook  now  is  that  '71  lull  in  major  riots 
will  continue  u>  Blacks  concentrate  on 
economic  and  f-olitical  goals. 

This  is  the  right  time  to  start  a  trial  sub- 
scription to  U.S.  News  &  World  Report— 
and  the  changes  coming  in  the  new  year 
are  not  the  only  reason.  You  can  try  the 
magazine  right  now  at  a  great  saving 
under  the  terms  of  a  Special  Election-Year 
Offer.  It  is  23  weekly  issues  for  only  $2.97, 


which  works  out  to  less  than  130  a  copy. 

U .S.  News  &  World  Report  is  the  news 
magazine  you'll  profit  most  from  reading 
this  year.  It  is  a  personal  and  practical 
magazine.  Every  issue  brings  you  reliable 
information  about  prices,  taxes,  business, 
investments,  education,  income,  health... 
news  you  can  use  to  advantage. 

But  the  rewards  from  reading 
U.S.  News  &  World  Report  go  far  beyond 
the  practical  values.  The  news  you  read 
in  this  news  magazine  will  stick  in  your 
mind,  quicken  your  interest  in  certain 
events,  and  give  you  a  better  understand- 
ing of  many  others. 

Please  look  over  this  list  of  headlines 
from  U.S.  News  &  World  Report— just  a 
few  of  the  news  articles  which  have  ap- 
peared in  recent  issues: 

1.  The  Early  Primaries— Clues  To  Watch  For 

2.  Pha.se  II  &  Your  Pockctbooli:  Now  And  Later 

3.  Peking's  Terms  For  Closer  Ties  WiCh  U.S. 

4.  Business,  Now  To  Elections— Outlook 

5.  Reaction  Overseas  To  The  Nixon  China  Trip 

6.  Stock  Market:  A  Good  Time  To  Buy...? 

7.  The  Russia  That  American  Tourists  See 

8.  Dangers  That  Remain  In  Vietnam  War 

9.  Nixon  &  The  Union  Brass:  The  Next  Round 

10.  The  Crisis  Next  Tuiie  In  The  Middle  East 

11.  Recent  Tax  Changes  You  May  Have  Missed 

12.  A  Close  Election  In  November...? 

13.  If  Phase  II  Fails-Phase  III  Plans 

14.  New  Consumer  Protection  Laws  Coming  Up 

15.  Nixon's  Running  Male— The  "Possibles" 

16.  Prices  That  Soon  May  Be  De-Controlled 

17.  10  Hard-Running  Democrats:  How  Tbey  Stand 

18.  New  Safety  Features  Coming  In  '74  Autos 

19.  Recession  Ahead  In  Europe?  Impact  Here 

20.  12  Senate  Races  To  Keep  An  Eye  On 

21.  What  Big  Funds  Are  Investing  In  Now 

Please  try  a  more  inclusive  sample— a 
trial  subscription  from  now  to  next 
Summer.  Special  Election-Year  Offer  pro- 
vides an  easy  and  inexpensive  way  to  find 
out  how  good  this  news  magazine  is. 

Get 

23  Issues 

for  only 

$297 

Send  no  money— 

just  mail  bound-in 

postpaid  card 


Who  For  The 
Democrats? 


Beyond 
Phase  II 

-What  Can 
Happes) 


If  card  is  missing,  write: 
U.S.  News  &  World  Report, 
1205-02  24th  Street,  N.W. 
Washington,  D.C.  20037 


From  the  Rock: 

Common  Stock  Investment  and  Retirement  Plans. 


From  The  Prudential  Insurance 
Company  of  America,  an  opportunity 
for  common  stock  investment: 

Systematic  Investment  Plans 
Variable  Annuities 

Through  its  Financial  Security 
Prog,  ci.n.  Prudential  offers  you 
Common  Stock  i'lvestment 
and  Retirement  Plans  based  on 
Prudential's  Gibraltar  Fund, 

'In  all  bui  a  few  states. 


with  Long  Term  Growth  as  the 
Investment  Objective. 

Available*  exclusively  through 
Prudential's  registered  representatives. 

For  information,  including  free 
prospectuses,  call  or  write  your  local 
Prudential  office. 

Pmdential 

Financial  Security  Program 


Who's  Where  in  the  Stock  Market 


Total 

Latest 

Shares 

Market 

12-month 

Indicated 

Price/ 

Debt/                  , 

Rank 

5-year 

1967-71 

Recent 

Outstanding 

Value 

Earnings 

1971 

Earnings 

Equity 

■71        '70 

Company 

Price  Changa 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Dividend 

Ratio 

Ratio 

165    214 

Federated  Dpt  Stores 

76^% 

49    -  251/4 

48 

43.7 

2,118 

2.05 

1.00 

24 

0.2 

166    156 

Eagle-Picher 

76.5 

35V4-  123/4 

23 

4.4 

103 

2.00 

0.90 

12 

0.3 

167       • 

Cabot 

76.4 

503/8-   211/2 

39 

5.6 

219 

3.25 

0.70 

12 

0.7 

168   205 

l-T-E  Imperial 

75.8 

453/4-  17 

32 

7.5 

245 

1.85 

0.60 

18 

0.4 

169    128 

Foster  Wheeler 

75.8 

333/8-  11% 

20 

2.7 

56 

1.89 

0.80 

11 

0.2 

170    192 

Flintkote 

75.8 

365/8-  ISVa 

29 

5.7 

164 

1.94 

1.00 

15 

0.2 

171    167 

PepsiCo 

75.6 

665/8-  343/4 

63 

22.9 

1,440 

2.65 

1.00 

24 

0.5 

172    146 

Harris-lntertype 

752 

8OI/4-    285/8 

49 

6.3 

314 

2.16 

1.00 

23 

0.4 

173    193 

IntematI  Utilities 

73.9 

511/4-  I81/2 

40 

13.7 

548 

2.75 

1.40 

15 

1.2 

174    302 

Ford 

73.4 

731/8-  37>/8 

66 

109.4 

7,303 

5.64 

2.50 

12 

0.1 

175    179 

Household  Finance 

73.3 

55     -  251/8 

52 

22.5 

1,172 

3.18 

1.20 

16 

1.7 

176    372 

Dow  Chemical 

72.5 

755/8-  391/8 

70 

47.7 

3,383 

3.27 

1.77 

22 

0.9 

177    155 

Xerox 

72.4 

121     -  651/4 

113 

78.4 

8,902 

2.57 

0.80 

44 

0.4 

178   267 

Armstrong  Cork 

71.7 

433/8-  211/4 

41 

25.6 

1,048 

1.10 

0.80 

37 

0.0 

179       • 

Gerfoer  Products 

71.4 

531/4-  245/8 

42 

8.4 

355 

2.37 

1.25 

18 

0.0 

179    396 

Rapid-American 

71.4 

521/2-     71/8 

15 

7.3 

109 

2.70 

none 

6 

2.6                i 

181     56 

City  Investing 

71.2 

391/4-  101/4 

18 

21.5 

395 

1.53 

0.50 

12 

0.5 

182     67 

IBM 

70.9 

387     -1763/4 

309 

115.0 

35,620 

9.13 

5.20 

34 

0.1 

183    271 

Chubb 

70.5 

691/4-  21 

64 

7.5 

486 

3.40 

1.60 

19 

0.0 

184    265 

Dana 

69.6 

373/8-  171/2 

30 

13.7 

412 

3.05 

1.25 

10 

0.2 

185    157 

Air  Products  &  Chem 

69.5 

573/,-  283/8 

49 

6.0 

296 

2.71 

0.20t 

18 

0.8 

186   217 

Eaton 

69.4 

4678-  221/4 

40 

17.9 

734 

2.70 

1.40 

15 

0.2 

187     43 

Emerson  Electric 

68J 

783/4-  293/4 

50 

22.5 

1,138 

2.37 

1.16 

21 

0.1 

188    127 

Sterling  Drug 

68.5 

493/4-  255/8 

44 

37.1 

1,646 

1.58 

0.80 

28 

0.1 

189    144 

Hewlett-Packard 

68.3 

573/8-  193/8 

43 

25.9 

1,116 

0.89 

0.20 

48 

0.0 

190     91 

Essex  International 

67.7 

59     •  17 

42 

8.8 

372 

3.05 

1.20 

14 

0.6 

190    118 

Richardson-Merrell 

67.7 

725/8-  33 

65 

11.2 

730 

2.81 

1.00 

23 

0.1 

192    145 

CIT  Financial 

67.2 

60     •  27 '/g 

49 

19.8 

971 

3.70 

1.90 

13 

2.1 

193    108 

Moore 

66.5 

383/8-  211/2 

35 

28.4 

1,006 

1.37 

0.60 

26 

0.0 

194    620 

Maremont 

66.5 

313/8-       65/8 

28 

1.9 

56 

1.74 

nonet 

17 

0.5                i 

195    216 

R  J  Reynolds  Inds 

66.3 

691/2-  343/8 

56 

40.7 

2,309 

5.14 

2.40 

11 

0.3 

196       • 

Roper 

66.2 

481/8-  151/4 

29 

2.3 

68 

2.17 

1.00 

0 

0.2 

197    136 

Pfizer 

65.5 

431/8-  187g 

38 

63.6 

2,457 

1.35 

0.65 

29 

0.1 

198       • 

Combined  Insurance 

65.5 

501/2-  195/8 

32 

25.3 

815 

1.10 

0.46 

29 

0.0 

199    178 

First  Natl  City  Corp 

65.2 

455/8-  251/8 

45 

54.2 

2,472 

3.03 

1.32 

15 

0.2 

200    326 

Marshall  Field 

65.0 

371/2-  18 

33 

9.1 

307 

1.91 

1.10 

18 

0.2 

201    482 

Motorola 

64.8 

893/4-  31 

76 

13.4 

1,024 

2.00 

0.60 

38 

0.3 

202    233 

Cyprus  Mines 

64.4 

423/4-  16 

27 

9.1 

247 

3.06 

1.00 

9 

0.2 

203    286 

Colonial  Stores 

64.2 

401/2-  19'/4 

39 

2.9 

111 

3.27 

1.45 

12 

0.2 

204    165 

J  P  Morgan  &  Co 

61.3 

241/2-  431/2 

71 

18.3 

1,315 

5.91 

2.72 

12 

0.1 

205       • 

Squibb  Corp 

61.3« 

853/8-  351/4 

79 

21.7 

1,724 

2.76 

1.50 

29 

0.4 

206    130 

Lone  Star  Industries 

61.2 

333/4-  141/2 

23 

10.6 

249 

1.71 

1.00 

14 

0.4 

207   323 

Beneficial  Corp 

604 

6478-  271/4 

64 

12.0 

770 

4.87 

1.60 

13 

2.0 

208       • 

Blue  Bell 

60.3 

391/4-  11% 

37 

6.0 

222 

2.35 

0.60 

16 

0.3 

209    152 

Minnesota  Mining 

59.9 

1263/8-  71 

124 

56.2 

7,009 

3.60 

1.85 

35 

0.1 

210   325 

Trane 

58.6 

721/2-  45 

71 

5.5 

392 

3.01 

0.90 

24 

0.2                i 

.211    497 

Provident  Life 

58.1 

86    -  441/4 

83 

3.9 

327 

4.79 

0.80 

17 

0.0 

212    256 

Swift 

57.7 

45    -  2IV4 

35 

12.2 

426 

2.66 

0.70 

13 

0.4 

213    115 

Consolidated  Foods 

56.4 

51     -  251/8 

45 

24.6 

1,118 

2.28 

1.20 

20 

0.3 

214     26 

United  Brands 

56.2 

583/8-      65/8 

11 

10.8 

120 

-0.42 

0.15 

def. 

0.8 

215   436 

Southern  Pacific 

55.8 

493/4-    213/4 

43 

26.9 

1,175 

4.32 

1.95 

10 

0.4 

216    174 

Dayton  Hudson 

55.7* 

471/8-  17 

36 

16.0 

577 

1.35 

0.50 

27 

0.8 

217    150 

Johns-Manville 

55.3 

461/8-  23% 

37 

16.6 

620 

2.38 

1.20 

16 

0.0 

218    160 

Beatrice  Foods 

54.8 

44     -  221/2 

39 

27.8 

1,093 

2.34 

1.12 

17 

0.3 

219    221 

Owens-Corning  Fiberg 

54.6 

561/2-  29 

51 

14,7 

749 

1.47 

0.75 

35 

0.4 

220    183 

Merck 

53.9 

118%-  731/2 

118 

36.4 

4,303 

3.36 

2.20 

35 

0.0 

221    149 

Liggett  &  Myers 

53.9 

601/8-  301/2 

50 

7.9 

394 

4.43 

2.50 

11 

0.3 

222     68 

Cook  United 

53.8 

50%-  121/4 

18 

4.5 

84 

1.68 

0.50 

11 

0.9 

223    255 

Emhart 

53.7 

581/4-   213/4 

32 

4.9 

159 

2.91 

1.20 

11 

0.1 

224    213 

Super  Food  Services 

53.0 

20    -    33/4 

9 

0.9 

8 

0.99 

0.10 

9 

0.4 

225   254 

Union  Pacific 

53.0" 

66     -  293/4 

57 

22.4 

1,287 

3.75 

2.00 

15 

0.4 

226    177 

St  Paul  Companies 

52.3 

743/4-  231/2 

61 

10.5 

645 

4.51 

1.16 

14 

0.1                 i 

227    276 

Associated  Dry  Goods 

52.2 

6O1/2-  261/8 

52 

12.1 

636 

2.67 

1.20 

20 

0.4 

•Not  ranked  last  year.        tPlus  stock.       def. 

-Deficit.        tFour-yee 

r  price  gain.        JifThree-year  ijrice  gain. 
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Who's  Where  in  the  Stock  Market 


r 

Tj>tal 

Latest 

Shares 

Market 

12-tnonth 

Indicated 

Price/ 

Debt/ 

Rank 

5-year 

1967-71 

Recent 

Outstanding 

Value 

Earnings 

1971 

Earnings 

Equity 

•71        '70 

Coj'f-/any 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Dividend 

Ratio 

Ratio 

22S    555 

May  Dept  Stores 

51.90/0 

50      - 

151/2 

49 

15.0 

748 

2.46 

1.60 

20 

0.6 

229    330 

Singer 

51.9 

88^8- 

45 

69 

15.4 

1,079 

3.52 

2.40 

20 

0.4 

230    102 

Pueblo  International 

51.7 

263/8- 

7y8 

11 

4.5 

50 

.    1.34 

0.28 

8 

0.8 

231    475 

Ce!    .-;,£ 

51.6 

793/4- 

471/2 

72 

13.7 

989 

3.48 

2.00 

21 

0.7 

232    215 

.cison,  Clayton 

511 

543/8- 

2634 

41 

3.1 

128 

4.99 

1.20 

8 

0.2 

233    147 

internatl  Tel  &  Tel 

50.8 

673/8- 

3072 

54 

71.9 

3,938 

3.38 

1.15 

16 

0.5 

234    234 

Witco  Chemical 

50.7 

441/2- 

141/8 

27 

5.1 

139- 

1.94 

0.92 

14 

0.4 

235    561 

Jefferson-Pilot  Corp 

jO.5 

493/4. 

231/2 

47 

12.0 

567 

2.91 

0.86 

16 

0.0 

236      78 

Dillingham  Corp 

50.5 

411/2- 

61/4 

9 

12.4 

123 

-0.48 

0.40 

def. 

1.0 

237    300 

Winn-Dixie 

50-. 

491/4- 

263/4 

46 

12.6 

585 

2.71 

1.71 

17 

0.0 

238    106 

Northwest  Bancorp 

49.7 

391/2- 

23 

34 

11.5 

400 

3.14 

1.40 

11 

0.1 

239    399 

Southwestern  Life 

49.7 

485/8- 

20 

43 

7.9 

346 

2.50 

1.00 

17 

0.0 

240    194 

BankAmerica  Corp 

49.5 

773/4- 

423/8 

68 

34.4 

2,358 

5.14 

2.20 

13 

0.0 

241    132 

Sybron 

49.4 

45     - 

191/2 

32 

9.6 

316 

1.43 

0.60 

23 

0.5 

242   247 

Illinois  Central  Ind 

49.0 

505/8- 

141/4 

36 

9.6 

349 

2.60 

1.14 

14 

0.4 

243     71 

Fuqua  Industries 

48.9 

42%- 

65/8 

18 

7.5 

140 

1.86 

nonet 

10 

1.8 

244     60 

Getty  Oil 

48.4 

1101/2- 

365/8 

79 

19.0 

1,501 

6.21 

1.13 

13 

0.1 

245    184 

Amstar 

48.2 

45     - 

22 

35 

3.8 

131 

4.93 

1.70 

7 

0.4 

246   305 

Kellogg 

48.0 

28     - 

173/8 

27 

36.3 

980 

1.46 

1.00 

18 

0.1 

247   269 

Borg-Warner 

47.7 

391/2- 

181/8 

27 

18.4 

513 

2.35 

1.25 

12 

0.2 

248       • 

Bergen  Brunswig 

47.5 

33     - 

6 

9 

2.6 

24 

0.27 

0.24 

33 

0.5 

249    370 

Square  D 

46.8 

293/4- 

173/4 

28 

22.6 

637 

1.20 

0.95 

24 

0.0 

250   363 

Thrifty  Drug 

46.3 

303/8- 

111/4 

22 

4.7 

103 

1.68 

0.70 

13 

0.4 

251       • 

Norton  Simon 

46.3» 

611/8- 

273/4 

61 

11.6 

709 

3.25 

nonet 

19 

0.5 

252       • 

Fieldcrest  Mills 

45.9 

451/2- 

20 

29 

3.5 

103 

2.13 

1.40 

14 

0.6 

253    131 

SCOA  Industries 

45.8 

271/2- 

63/4 

9 

3.4 

33 

0.87 

0.60 

10 

0.7 

254        ' 

Phillips-Van  Heusen 

45.5 

291/4- 

9% 

24 

4.3 

103 

1.27 

0.40 

19 

0.6 

255   260 

ELTRA 

44.7 

503/4- 

185/8 

27 

7.7 

212 

2.42 

1.20 

11 

0.0 

256    105 

Kerr-McGee 

44.4 

50     - 

193/8 

39 

22.2 

865 

1.74 

0.71 

22 

0.6 

257    148 

Gimbel  Brothers 

44.3 

491/2- 

203/8 

29 

8.5 

251 

1.39 

1.00 

21 

0.2 

258    137 

Jonathan  Logan 

44.3 

59^/8- 

25'/8 

58 

4.6 

266 

2.90 

0.80 

20 

0.6 

259   412 

DiGiorgio 

44.0 

273/4- 

^Va 

14 

5.5 

82 

0.98 

0.60 

15 

0.8 

260   202 

Hiram  Walker 

43.9 

503/4- 

261/2 

38 

17.2 

658 

2.96 

1.45 

13 

0.0 

261    181 

JS  Fidelity  &  Guar 

43.4 

511/2- 

207/8 

45 

16.4 

740 

2.70 

2.20 

17 

0.0 

262    294 

Transcont  Ras  Pine 

43.0 

241/8- 

141/8 

21 

22.3 

485 

1.86 

1.12 

12 

1.9 

263    249 

Chromalloy  American 

42.7 

441/4- 

12 

17 

9.3 

160 

1.47 

0.55 

12 

1.0 

264    447 

ESB 

42.6 

371/2- 

165/8 

34 

5.5 

189 

2.49 

1.20 

14 

0.3 

265    113 

Manufi   "rers  Hanow 

42.5 

40     - 

213/4 

33 

28.0 

942 

2.85 

1.56 

12 

0.0 

266   241 

Grand  Unio. 

42.2 

33     - 

145/8 

21 

6.4 

136 

2.38 

0.80 

9 

0.0 

267    510 

Rohm  &  Haas 

41.7 

118     - 

537/8 

109 

6.4 

700 

3.90 

1.60t 

28 

0.2 

268     ;4 

Atlantic  Richfield 

40.9 

1353/4- 

415/8 

61 

45.2 

2,762 

3.80 

2.00 

16 

0.3 

269    426 

Ingersoll-Rand 

40.9 

59%- 

32 

54 

15.0 

815 

3.86 

2.00 

14 

0.3 

270    211 

Ralston  Purina 

40.7 

35     ■ 

191/4 

32 

31.3 

1,020 

1.72 

0.70 

19 

0.5 

271    198 

Eastman  Kodak 

A0.5 

903/4- 

575/8 

89 

161.5 

14,499 

2.52 

1.32 

36 

0.0 

272    463 

Transamerica 

^■:.  1 

4P/8- 

iiys 

18 

63.8 

1,173 

0.76 

0.55 

24 

1.5 

273    218 

American  Brands 

40.1 

493/4. 

291/2 

43 

26.9 

1,164 

4.38 

2.20 

10 

0.5 

274    168 

•?'ody  ar  Tire  &  Rib 

33.8 

351/4- 

19'/8 

29 

72.7 

2,109 

2.18 

0.85 

13 

0,6 

275    428 

b(  oin  .National 

39.4 

863/8- 

523/4 

85 

9.7 

831 

6.04 

2.00 

14 

0.0 

276    245 

Stanoard  Oil  (Ind) 

39.4 

703/4- 

35 

67 

69.1 

4,647 

4.95 

2.30 

14 

0.2 

277    188 

Pillsbury 

39.3 

69  Vi 

325/8 

46 

5.0 

235 

2.45 

1.44 

19 

0.8 

278    385 

Fruehau; 

39.3 

481/8- 

231/4 

35 

8.7 

305 

1.97 

1.70 

18 

0.6 

279   355 

Gen  American  Trans 

39.3 

59^8- 

283/4 

47 

11.6 

547 

3.23 

1.60 

15 

0.8 

280   332 

Vulcan  Materials 

38.7 

281/4- 

16'/8 

23 

5.5 

131 

2.17 

1.00 

11 

0.3 

281    126 

Potlatch  Fc  °^tt 

38.6 

555/8- 

145/8 

22 

7.4 

166 

0.90 

1.00 

25 

0.4 

2ac    258 

Ktissy-Hayes 

38.4 

57     - 

155/8 

37 

2.9 

110 

2,05 

1.30 

18 

0.5 

283    336 

Connect  cut  General 

2?..3 

791/2- 

323/4 

71 

18.0 

1,277 

2.10 

0.84 

34 

0.0 

284    424 

Genera.  Lieciric 

3B.1 

65'/8- 

301/8 

61 

181.6 

11,102 

2.68 

1.35 

23 

0.2 

285    237 

Scovill  Mig 

37.9 

285/8- 

127/8 

24 

6.4 

160 

1.65 

0.70 

15 

0.6 

286    227 

Chase  W.i  hattan 

37.7 

62     - 

371/2 

57 

31.9 

1,821 

4.44 

2.00 

13 

0.3 

287      25 

Whittaker  Corp 

373 

45/8- 

5 

9 

19.4 

179 

0.12 

none 

_ 

1.3 

288    226 

•'  S  Plywood-C      lolon 

i7.2 

413/4- 

201/4 

29 

28.7 

840 

1.21 

0.84 

24 

0.6 

289     51 

Cic.k  Oil  &  Refinnik 

37.0 

653/4- 

103/4 

15 

7.1 

110 

0.73 

0.40 

21 

0.6 

290    235 

Indian  Head 

36.9 

4GI/2- 

14 

25 

4.6 

118 

2.56 

0.80 

10 

1.2 

*Not  ranked  las 

(year.        tPlus  stock. 

-Dttlcit.        ttThree 

y«ar  price  gain. 
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Introducing  the  Hertz 
pay-nothing-per-mile  rates 


Usually  when  you  rent  a  car 
every  mile  you  drive  costs  you  money. 

Which  is  perfectly  reasonable  for 
short  rentals.  But  if  you're  renting 
longer  and  doing  lots  of  driving, 
those  miles  can  get  pretty  e.xpensive. 

Well  now,  at  most  but  not  all 
Hertz  locations,  we  have  something 
called  pay-nothing-per-mile  rates. 


That  means  you  can  drive  a  Ford 
or  similar  sedan  all  the  miles  you  want 
without  paying  a  mileage  charge. 

Just  pay  for  the  gas  and  return 
the  car  where  you  rented  it. 
4  days-$69       5  days-$85 
6  days-$99       7  days-$109 
And  if  you  want  to  rent  longer 
than  7  days  the  rate  can  be  pro-rated 


on  a  daily  basis. 

The  Hertz  pay-nothing-per-mile 
rates. 

Now  you  can  think  about  where 
you  want  to  go.  Not  how  much  it 
costs  to  get  there. 

For  reservations  and  information 
call  Hertz  at  800-654-3131  toll  free 
or  your  travel  agent. 


\imm 
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Who's  Where  in  the  Stock  Market 


Total 

Latest 

Shares 

Market 

12-month 

Indicated 

Price/ 

Debt/ 

Rank 

5-year 

1967-71 

Recent 

Outstanding 

Value 

Earnings 

1971 

Earnings 

Equity 

•71        '70 

Company 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Dividend 

Ratio 

Ratio 

291    289 

Lone  Star  Gas 

36.40/0 

32     -  17 

26 

14.7 

386 

2.15 

1.30 

12 

1.2 

292     83 

Nation?^!  ^an 

36.2 

375/8-  111/2 

15 

5.9 

93    , 

1.86 

0.45 

8 

0.3 

293    163 

Uniifersai  Leaf  Tobac 

36.1 

393/4-  211/4 

30 

2.4 

74 

3.38 

1.50 

9 

0.0 

294   439 

■luper  Valu  Stores 

35.9 

331/4-  ll'/g 

24 

3.5 

84 

1.82 

1.10 

13 

0.6 

295   369 

Avnet 

35.8 

431/2-     61/8 

10 

10.5 

113 

0.96 

0.23 

11 

0.6 

296    382 

Metromedia 

35.6 

571/8-     93/4 

27 

5.8 

158 

1.16 

0.50 

24 

0.7 

297    283 

Safeway  Stores 

35.6 

401/4-  213/8 

32 

25.5 

840 

2.91 

1.30 

11 

0.1 

298    525 

Albertson's 

35.4 

18     -     8 

11 

5.8 

64 

0.96 

0.36 

11 

0.2 

299    158 

Walgreen 

35.3 

451/2-  143/4 

23 

6.4 

151 

1.65 

1.00 

14 

0.5 

300    317 

G  C  Murphy 

35.1 

401/2-   185/8 

25 

4.0 

101 

2.00 

1.20 

13 

0.3 

301    386 

Questor 

34.7 

351/2-     9'/8 

17 

9.6 

163 

0.98 

0.50 

17 

0.2 

302    316 

General  Cigar 

34.5 

4078-  18 

24 

2.1 

52 

2.83 

1.20 

9 

0.6 

303    210 

Newmont  Mining 

34.3 

391/4-  173/4 

24 

24.0 

585 

2.69 

1.04 

9 

02 

304   470 

Vornado 

34,1 

371/4-     75/8 

26 

5.6 

147 

1.97 

none 

13 

0.9 

305       * 

De  Soto 

33.3 

421/2-  121/2 

20 

5.4 

111 

0.79 

0.40 

26 

0.2 

306    189 

Rayttieon 

33.0 

581/2-  161/8 

35 

13.9 

491 

2.40 

0.60 

15 

0.1 

307    376 

Investors  Diver  Svcs 

32.0 

621/4-  20 

39 

4.5 

178 

4.31 

1.80 

9 

0.4 

308    474 

Greyhound 

31.3 

267/8-  13 

21 

39.1 

820 

1.70 

1.00 

12 

0.8 

309    281 

Miles  Laboratories 

30.8 

7878-  30% 

41 

5.3 

220 

1.76 

1.20 

24 

1.6 

310 

Goldblatt  Bros 

30.8 

18'/8-     5 

8 

3.0 

26 

0.67 

0.36 

13 

0.4 

311    331 

ACF 

30.7 

683/4-  355/8 

50 

5.6 

280 

2.60 

2.40 

19 

0.7 

312    307 

St  Regis  Paper 

30.4 

491/4-   263/8 

34 

13.7 

466 

1.58 

1.60 

22 

0.5 

313    339 

U  S  Shoe 

30.3 

371/4-  UVa 

21 

6.6 

141 

1.59 

0.88 

14 

0.5 

314    180 

Stop  &  Shop 

30.2 

375/8-  153/4 

20 

3.1 

64 

1.06 

0.90 

19 

1.4 

315    201 

Comsat 

30.1 

841/2-  25 

56 

10.0 

563 

2.30 

0.50 

24 

0.0 

316   322 

Kroger 

29.9 

46     -  201/2 

28 

13.3 

382 

2.77 

1.30 

10 

0.3 

317    506 

Aetna  Life  &  Caslty 

29.8 

701/8-  32% 

62 

26.4 

1,637 

5.90 

1.55 

11 

0.0 

318    315 

Acme  Markets 

29.4 

643/4-  281/4 

43 

3.4 

147 

4.41 

2.00t 

10 

0.2 

319    501 

Genesco 

29.3 

58V4-  20 

32 

11.6 

371 

1.96 

1.70 

16 

0.6 

320    110 

Abbott  Laboratories 

29.1 

853/8-  41 

59 

13.5 

802 

1.89 

1.10 

31 

0.2 

320   341 

International  Multifoods 

29.1 

30'/4-  17 

22 

3.4 

76 

2.41 

1.20 

9 

0.4 

322    125 

TRW 

28.9 

593/4-  22 

29 

24.8 

719 

2.07 

1.00 

14 

0.5 

323    503 

Cessna  Aircraft 

28.7 

313/8-    117/8 

22 

7.0 

160 

1.01 

0.60 

23 

0.6 

324    319 

Kraftco 

27.9 

48     -  311/2 

43 

28.0 

1,216 

3.15 

1.70 

14 

0.1 

325    292 

Crane 

27.9 

577/8-  261/2 

41 

2.6 

106 

3.67 

1.60t 

11 

1.6 

326    351 

Magnavox 

27.5 

621/8-  221/4 

47 

17.3 

812 

1.94 

1.20 

24 

0.2 

327    224 

National  Gypsum 

27.0 

361/2-  14 

18 

16.3 

302 

1.08 

1.05 

17 

0.2 

328   342 

Interstate  Brands 

26.7 

29    -  125/8 

18 

2.3 

43 

2.11 

0.95 

9 

0.4 

329    243 

International  Paper 

26.6 

46     -  243/4 

32 

44.4 

1,425 

1.49 

1.50 

22 

0.5 

330    173 

Sun  Oil 

26.5 

685/8-  345/8 

48 

32.5 

1,586 

3.46 

i.oot 

14 

0.3 

331    161 

Standard  Oil  (Ohio) 

264 

1197/8-  51 

78 

13.4 

1,056 

3.16 

2.70 

25 

0.5 

332    388 

Caterpillar 

25.4 

557/8-  30 

43 

56.9 

2,495 

2.34 

1.35 

19 

0.3 

333    220 

Natl  Bank  of  Detroit 

25.2 

581/4-  35 

48 

6.0 

288 

6.12 

2.20 

8 

0.2 

334    391 

Hoerner-Waldorf 

25.2 

33     -  151/8 

23 

6.4 

148 

1.79 

0.90 

13 

0.7 

335   354 

Allied  Stores 

25.0 

5174-   177/8 

28 

8.3 

234 

1.87 

1.40 

15 

1.1 

336    549 

Warnaco 

24.6 

40     -  10 

19 

3.6 

68 

1.18 

0.60 

16 

0.6 

337    328 

Hart  Schaffner  Marx 

24.5 

411/8-    I6V4 

27 

8.6 

235 

1.09 

0.80 

25 

0.4 

338   407 

Cluett,  Peabody 

24J 

393/4-    14'/4 

22 

8.7 

194 

0.87 

0.90 

26 

0.4 

339    246 

Times  Mirror 

71.4 

521/2-  241/4 

45 

15.1 

687 

1.99 

0.50 

23 

0.3 

340    259 

General  Mills 

n:i 

435/8-  235/8 

36 

19.6 

713 

2.03 

0.94 

18 

0.8 

341    231 

Carborundum 

22.2 

793/4-  37 

55 

3.7 

202 

3.56 

1.50 

15 

0.3 

342    185 

Standard  Brands 

21.7 

547/8-   327/8 

42 

13.4 

564 

2.88 

1.60 

15 

0.5 

343    429 

General  Motors 

21.6 

911/8-  591/2 

80 

287.6 

23,044 

4.36 

3.40 

18 

0.0 

344    502 

TImken 

20.7 

473/8-  251/8 

40 

10.6 

435 

3.30 

1.80 

12 

0.0 

345    397 

United  Msrch  S  Mfrs 

"!  K 

41     -  17 

27 

6.1 

166 

2.74 

1.30 

10 

0.8 

346   414 

Hershey  Foods 

19.6 

335/8-  20% 

29 

11.8 

342 

1.53 

1.10 

19 

0-2 

347    595 

Chicago  Rock  Islanr) 

19  5 

31%-    111/4 

20 

2.9 

60 

-4.08 

none 

def. 

0.5 

348   408 

INA 

19.1 

571/2-  221/4 

51 

23.7 

1,219 

4.45 

1.40 

12 

0.0 

349    389 

Bendix 

18.8 

571/2-  201/4 

41 

12.2 

500 

2.56 

1.60 

16 

0.3 

350    417 

McDonnell  Douglas 

18.7 

577/8-  12% 

31 

28.3 

878 

2.66 

0.40t 

12 

0.2 

351    250 

Kuppers 

]8.7 

483/4-  231/2 

31 

5.5 

174 

2.96 

1.60 

11 

0.5 

352     80 

Southern  Natural  Gas 

IS5 

60%-  301/2 

39 

10.0 

394 

3.74 

1.40 

10 

1.0 

'Not  tanked  last  year.        t Plus  slock.        del. -Deficit 
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Who's  Where  in  the  Stock  Market 


Rank 
•71       '70 

Company 

5-year 
Price  Change 

1967-71 
Price  Range 

Recent 
Price 

Shares 

Outstanding 

(millions) 

Total 

Market 

Value 

(millions) 

Latest 
12-month 
Earnings 
Per  Share 

Indicated 

1971 
Dividend 

Price/ 

Earnings 

Ratio 

Debt/ 
Equity 
Ratio 

353    550 

Cannon  Mills 

184% 

100     -  58 

93 

1.9 

174 

8.75 

4.00 

11 

0.0 

354    232 

First  Chicago  Corp 

18J 

35    •  221/8 

33 

194 

642 

3.63 

2.55 

9 

0.0 

354       • 

Houston  Natural  Gas 

18.3 

47%-  285/8 

39 

6.8 

266 

2.37 

0.68 

16 

1.2 

356    262 

Phillips  Petroleum 

18.1 

38'/8-  20 

29 

74.4 

2,185 

1.72 

1.30 

17 

0.4 

356       • 

VWR  United 

18.1 

25    -  10 

13 

2.3 

31 

1.02 

0.72 

14 

0.3 

358    207 

Columbia  Gas  System 

18.1 

403/4-  23^8 

30 

31.0 

939 

2.82 

1.76 

11 

1.2 

359    121 

Castle  &  Cooke 

17.9 

431/2-  12 

14 

12.1 

174 

0.44 

0.60 

33 

0.7 

360    228 

Chemical  New  York 

17.5 

753/4-  441/2 

52 

13.2 

700 

5.14 

2.88 

10 

0.2 

360   239 

Interntt  Basic  Econ 

17.5 

I81/2-    5 

5 

4.2 

24 

0.66 

none 

9 

0.6 

362   358 

PPG  Industries 

17.4 

46'/4-  211/2 

31 

20.5 

654 

2.49 

1.40 

13 

04 

363    142 

Control  Data 

17.4 

174    -  283/4 

38 

14.5 

552 

0.73 

none 

52 

0.2 

364    222 

Texas  Gas  Trans 

17.1 

45    -  241/4 

31 

7.7 

245 

3.05 

1.52 

10 

1.3 

365   468 

Libbey-Owens-Ford 

16.9 

703/8-    283/8 

47 

10.7 

510 

3.26 

2.00 

15 

0.1 

366    203 

Murphy  Oil 

16.8 

52    -  137, 

28 

5.3 

154 

2.00 

0.60 

14 

0.7 

367    159 

Delta  Air  Lines 

154 

50    -  23 

45 

19.1 

870 

1.58 

0.50 

29 

0.5 

368   343 

Servomation 

15.4 

55    -  111/2 

31 

5.2 

166 

1.62 

0.50t 

20 

0.3 

369    182 

Bristol-Myers 

15.2 

831/2-  471/2 

63 

29.7 

1,883 

2.49 

1.20 

25 

0.4 

370    287 

Brown  Shoe 

15.2 

61     -  211/4 

32 

7.2 

232 

2.71 

1.50 

12 

0.0 

371    469 

Harsco 

15.2 

303/8-  145/8 

19 

7.8 

149 

2.03 

1.00 

9 

0.2 

372    473 

American  Airlines 

14.9 

49    -  15 

39 

24.3 

962 

-1.27 

0.40 

def. 

14 

373    133 

J  Weingarten 

14^ 

201/4-    53/4 

7 

24 

17 

0.79 

0.40 

9 

0.5 

374   340 

Texas  instruments 

14.5 

1443/4-    613/8 

114 

11.1 

1,266 

2.80 

0.80 

41 

0.3 

375   604 

Monsanto 

14.4 

603/4-    273/4 

46 

32.8 

1,516 

241 

1.80 

19 

0.5 

376    253 

Marine  Midland 

14.3 

453/4-  273/8 

32 

124 

398 

3.31 

1.70 

10 

04 

377       • 

Rex  Chainbelt 

14.2 

551/4-  253/4 

36 

3.8 

137 

2.58 

1.50 

14 

0.4 

378   306 

Hercules 

14.0 

563/4-  231/2 

50 

20.1 

1.006 

2.56 

1.20 

20 

0.5 

379    257 

First  Natl  Stores 

13.5 

491/2-    215/8 

27 

14 

37 

0.23 

1.00 

_ 

0.1 

379    169 

Polaroid 

13.5 

1453/4-  51 

90 

32.8 

2,960 

1.88 

0.32 

48 

0.0 

381    191 

Dayco 

13.5 

34    -  133/8 

17 

3.0 

54 

1.92 

1.14 

9 

1.9                   , 

382       • 

Armour-Dial 

12.9« 

291/4-  14 

23 

10.3 

237 

143 

0.20 

16 

0.0 

383   304 

First  Natl  Boston 

12.0 

863/4-  531/2 

65 

6.0 

392 

7.90 

2.25 

8 

0.0 

384     55 

Studebaker-Worthingt 

11.8 

721/4-  323/8 

41 

4.8 

200 

6.24 

1.20 

7 

0.3 

385   421 

Conagra 

11.7 

243/4-    81/2 

12 

2.6 

34 

1.04 

0.50t 

12 

0.8 

386    614 

GAF 

11.4 

331/2-    71/4 

22 

13.6 

299 

0.98 

0.40 

22 

0.5 

387    415 

Rockwell  Mfg 

10.9 

355/8-  I81/4 

26 

6.0 

161 

2.17 

1.40 

12 

04 

388   209 

White  Consolidated 

10.5 

371/2-    75/g 

18 

10.9 

202 

1.75 

0.40t 

11 

1.2 

389   458 

American  Motors 

10.0 

I61/4-    51/2 

6 

2.1 

15 

0.40 

none 

17 

0.2 

389    356 

Nabisco 

10.0 

561/2-  373/4 

52 

13.9 

725 

3.27 

2.20 

16 

0.3 

391       • 

Sheller-Globe 

9.7 

43%-  11 

18 

1.9 

35 

1.73 

0.80 

11 

0.5 

392    347 

Standard  Oil  (NJ) 

9.5 

853/8-  49'/8 

69 

223.9 

15,507 

6.56 

3.80 

11 

0.2 

393    120 

Teledyne 

9.5 

621/8-    123/8 

19 

31.8 

617 

1.58 

nonet 

12 

0.3 

394   348 

United  States  Gypsum 

9.1 

475/8-  211/8 

30 

16.9 

519 

1.74 

1.50 

18 

0.1 

395       • 

Becton,  Dickinson 

8J 

621/4-  24^8 

28 

16.2 

466 

1.02 

0.30 

28 

0.6 

396       • 

Franklin  New  York 

8.4 

491/4-  275/. 

29 

4.6 

138 

3.48 

1.60 

9 

0.2 

397    371 

Tenneco 

8.3 

323/4-  171/2 

22 

65.5 

1,491 

2.18 

1.32 

10 

1.1 

3^   400 

Western  Union 

8.3 

583/8-  30 

39 

10.0 

394 

1.09 

1.40 

36 

0.6 

399   310 

Conitl 

8.1 

491/4-  28 

36 

17.1 

623 

3.67 

1.76 

10 

0.0 

400   345 

Diamond  IntematI 

7^ 

595/8-  281/4 

39 

11.7 

462 

2.96 

1.80 

13 

0.1 

401    100 

Allied  Mills 

74 

395/8-  133/8 

17 

2.7 

48 

0.58 

0.75 

30 

0.5 

402    238 

Kimberly-Ciark 

7.3 

401/8-  23^8 

25 

23.6 

607 

1.27 

1.20 

20 

0.3 

403    206 

Mobil  Oil 

7.0 

693/4-  36 

50 

101.5 

5,076 

5.19 

2.55 

10 

0.2 

404   270 

Textron 

6.8 

5778-  15ys 

27 

27.0 

745 

1.96 

0.90 

14 

04 

405   387 

U  S  Freight 

6.7 

53    -  173/4 

27 

6.5 

179 

0.59 

1.40 

47 

0.3 

406    166 

Continental  Can 

6.5 

521/8-  261/8 

30 

28.7 

862 

2.58 

1.60 

13 

04 

407    113 

Anchor  Hocking 

6.5 

49    -  I81/2 

27 

7.0 

194 

2.79 

1.00 

10 

0.1 

408       • 

Talley  Industries 

6.3 

66    -    63/4 

10 

3.9 

39 

0.88 

none 

12 

0.5 

409  416 

Food  Fair  Stores 

62 

271/8-  123/4 

15 

7.3 

109 

1.48 

0.90 

10 

0.8 

409   513 

Santa  Fe  Industries 

62 

40    ■  I6I/2 

30 

24.7 

741 

2.38 

1.60 

13 

0.4 

411    291 

Firestone  Tire  &  Rub 

6.0 

331/4-  171/2 

24 

58.1 

1,416 

1.95 

1.60 

13 

0.4 

412   437 

Pullman 

5.2 

603/8-  333/4 

45 

4.8 

217 

2.53 

2.00 

18 

0.3 

413   337 

Wells  Fargo 

52 

633/4-  29 

40 

9.3 

377 

342 

1.60 

12 

0.2 

414   393 

Con  Natural  6as 

4.8 

33    -  227/8 

30 

18.9 

567 

3.07 

1.88 

10 

0.8 

•Not  ranked  last  year.       tPlus  stock.       def.- 

-Deficit.        ttThree- 

year  price  gain. 
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Who's  Where  in  the  Stock  Market 


Total 

Latest 

Shares 

Market 

12-inonth 

Indicated 

Price/ 

Debt/ 

Rank 

5-year 

1967-71 

Recent 

Outstanding 

Value 

Earnings 

1971 

Earnings 

Equity 

'71        '70 

Company 

Price  Change 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Dividend 

Ratio 

Ratio 

415   318 

Texas  Utilities 

4.60/0 

645/8-  45 '/g 

59 

26.8 

1,595 

3.47 

1.89 

17 

1.0 

416    312 

Bemis 

4.6 

385/8-    121/2 

15 

4.3 

67   • 

1.14 

0.40 

14 

0.3 

417    390 

McGraw-Edison 

4.6 

45y8-  215/g 

34 

13.9 

475 

2.16 

1.40 

16 

0.0 

418    313 

Western  Bancorp 

4.5 

46    -  27 

31 

22.9 

728 

3.09 

1.30 

10 

0.2 

419    373 

Cincinnati-Milacron 

4.2 

6778-  29 

34 

3.6 

-123 

0.42 

1.40 

- 

0.2 

420    378 

Campbell  Soup 

4.2 

36%-  245/8 

28 

33.6 

949 

1.84 

1.10 

15 

0.0 

421    409 

J  J  Newberry 

4.0 

411/4-  131/4 

16 

2.0 

32 

0.54 

0.88 

30 

0.3 

"^422    441 

Fleming 

3.5 

23'/8-     SVs 

11 

5.0 

55 

1.00 

0.50 

11 

0.2 

423    532 

Interlace 

3.3 

403/8-    213/4 

27 

4.0 

109 

2.86 

1.80 

10 

0.3 

424    481 

Travelers 

2.7 

403/8-  21 

38 

45.1 

1,731 

1.80 

0.80 

21 

0.1 

425    381 

Fairmont  Foods 

1.8 

271/4-  111/4 

13 

4.1 

56 

1.09 

1.00 

13 

0.4 

426    514 

Smith  Kline  &  French 

1.7 

65     -  36 

52 

14.5 

763 

3.02 

2.00 

17 

0.0 

427    529 

Stauffer  Chemical 

1.6 

51     -  251/8 

38 

9.7 

376 

2.47 

1.80 

16 

0.4 

428    607 

Northwest  Industries 

1.3 

605/8-      85/8 

28 

7.6 

219 

3.29 

none 

9 

0.5 

~429    383 

Mellon  Natl  Bank 

1.2 

641/2-  431/2 

49 

10.0 

492 

4.49 

2.40 

11 

0.0 

430       * 

Bank  of  New  York 

12 

58V2-  34 

38 

5.6 

215 

4.60 

2.00 

8 

0.4 

431    562 

Ogden 

0.9 

52    -     65/g 

14 

10.7 

159 

1.54 

none 

10 

0.9 

432    320 

Crocker  National 

-0.1 

473/8-  24>/2 

32 

10.5 

335 

3.64 

1.60 

9 

0.3 

433    461 

Purex 

-0.2 

38    -  IQS/g 

17 

10.7 

191 

1.17 

0.84 

15 

0.4 

434    314 

Central  &  Southwest 

-0.5 

51 '/a-  34% 

46 

22.4 

1.034 

2.96 

2.00 

16 

0.8 

^435    564 

E  1  du  Pont 

-0.9 

I8I1/2-  921/2 

142 

47.3 

6,723 

6.58 

5.00 

22 

0.1 

436    450 

American  Cyanamid 

-1.2 

37%- '21 

30 

48.2 

1,451 

1.80 

1.25 

17 

0.2 

437    466 

Otis  Elevator 

-2.6 

563/8-  341/2 

37 

8.3 

308 

2.95 

2.00 

13 

0.5 

438    449 

National  Tea 

-2.9 

17       -    105/8 

12 

7.6 

96 

1.21 

0.80 

10 

0.3 

439       ' 

Federal  Company 

-2.9 

711/2-  181/8 

25 

2.1 

53 

1.55 

1.20 

16 

0.1 

440    290 

General  Foods 

-3.0 

46%-  303/4 

34 

50.0 

1,737 

2.34 

1.23 

15 

0.3 

441    350 

Crown  Zelierbach 

-3.1 

465/8-  231/2 

28 

23.3 

669 

1.55 

1.20 

19 

0.4 

442    491 

National  Steel 

-3.1 

56%-  321/2 

38 

18.7 

726 

2.74 

2.50 

14 

0.3 

443    488 

Hyster 

-3.3 

531/4-  26 

37 

2.7 

101 

3.23 

1.40 

12 

0.4 

444    328 

Amer  Metal  Climax 

-3.5 

40    -  251/4 

27 

23.7 

651 

2.37 

1.40 

12 

0.4 

445    495 

Upjohn 

-3.8 

703/4-   325/8 

65 

14.7 

968 

2.53 

1.60 

26 

0.1 

446    242 

Kaiser  Industries 

-4.3 

263/g-     61/2 

8 

26.4 

211 

0.44 

nonet 

18 

0.2 

447    299 

Burlington  Industs 

-4A 

511/4-  27 

27 

26.4 

725 

1.52 

1.40 

18 

0.6 

448    296 

Charter  N  Y  Corp 

-4.5 

60    -  293/4 

32 

7.0 

223 

3.18 

2.00 

10 

0.4 

449    398 

Insilco 

-4.7 

351/2-  11% 

17 

9.1 

162 

1.09 

0.70 

16 

0.9 

450    380 

Del  Monte 

-4.9 

383/8-    I6I/2 

24 

12.1 

295 

1.80 

1.10 

14 

0.7 

451    263 

Sec  Pac  Nat  Bank  Cal 

-5.0 

421/2-  221/8 

28 

20.4 

575 

2.59 

1.17 

11 

0.0 

452    519 

Cone  Mills 

-5.5 

281/g.  131/8 

19 

3.1 

60 

1.91 

1.00 

10 

0.3 

453    374~ 

American  Natural  Gas 

-5.6 

475/8-  303/g 

35 

16.7 

600 

3.49 

2.18 

10 

1.4 

454    402 

Bell  &  Howell 

-6.2 

93%-  221/2 

51 

5.2 

268 

2.27 

0.60 

23 

0.1 

455    282 

Uniroyal 

-6.4 

331/2-  121/4 

18 

26.8 

490 

0.91 

0.70 

20 

0.7 

456    321 

Dresser  Industrie?. 

-6.4 

43%-  22 

27 

9.8 

266 

2.26 

1.40 

12 

0.4 

457    309 

Westvaco 

-6.6 

37%-  14% 

17 

10.4 

185 

0.46 

10.5 

39 

0.6 

458        • 

Alexander's 

-6.7tt 

313/8-  141/8 

22 

4.7 

108 

1.31 

0.30t 

17 

1.4 

459    592 

Morrlson-Knudsen 

-6.9 

271/8-       85/8 

16 

2.6 

43 

1.15 

nonet 

14 

0.4 

460    296 

Piieips  Dodge 

-7.1 

561/2-  28 

31 

20.5 

636 

3.63 

2.10 

9 

0.2 

461    225 

Sperry  Rand 

-7.1 

651/8-    183/4 

27 

34.3 

948 

1.75 

0.55 

16 

0.2 

462    462 

Standard  Oil  (Calif) 

-7.4 

75     -  38 

53 

84.8 

4,496 

5.99 

2.80 

9 

0.2 

463    457 

Sherwin-Williams 

-7.6 

693/8-  26 

42 

5.3 

226 

2.65 

2.00 

16 

0.4 

464    170 

Maratiion  Oil 

-8.4 

593/4-  201/8 

28 

29.9 

860 

3.00 

1.60 

10 

0.4 

465    625 

Wheeling-Pitts  Steel 

-8.4 

371/8-    93/4 

15 

3.6 

55 

2.57 

none 

6 

0.5 

466    274 

Cities  Service 

-2.8 

841/2-  34 

42 

28.0 

1,197 

4.04 

2.20 

11 

0.3 

467    546 

Chrysler 

-8.9 

723/4-    161/8 

28 

50.1 

1,402 

1.23 

0.60 

23 

0.4 

468    361 

El  Paso  Natural  Gas 

-9.1 

26     -  143/4 

16 

29.0 

471 

1.65 

1.00 

10 

1.9 

468    368 

Texacp 

-9.1 

45     -  24 

32 

272.3 

8,851 

3.35 

1.60 

10 

0.1 

470    57/ 

Am  Broadcasting  Cos 

-9.3 

68    ■  195/8 

51 

7.1 

363 

1.71 

1.20 

30 

1.1 

471    556 

Beech  Ail  c:-j:i 

"3.4 

461/8-     8 

16 

4.7 

77 

1.00 

0.64t 

16 

0.7 

472    366 

Northt.ii  Nat^iraiGas 

-9.5 

65    •  393/4 

44 

10.9 

480 

4.33 

2.60 

10 

1.2 

473    346 

Central  Soya 

-9.7 

33     •  19 

23 

6.7 

156 

2.09 

1.00 

11 

0.3 

473    338 

Peoples  Gas 

■9.7 

43     •  28 

31 

16.0 

503 

3.58 

2.08 

9 

1.1 

475    223 

Gillette 

■  *'  ^ 

62%-  31 

37 

29.3 

1,098 

2.12 

1.40 

18 

0.3 

476    375 

Houston  Lt  &  Power 

-id.H 

501/2-  34 

44 

20.3 

904 

2.82 

1.29 

16 

1.1 

•Not  r»nked  las 

yMi,        tPluj  stocH.        ttThrw 

ys(i  grice  gain. 

76 


FORBES,   JANUARY   1,    1972 


Let's  say  you  ship  canned  fruit 
from  Chicago  to  Denver.  Freight  rates 
for  5000  pounds  went  up  21',  from 
January  '69  to  January  '71.  If  you 
were  shipping  the  same  canned  fruit 
from  Atlanta  to  Jacksonville,  the 
rates  shot  up  53' ; . 

Or  maybe  you  ship  furniture  by 
the  truckload.  Then  your  rates,  say 
between  Los  Angeles  and  Dallas,  went 
up  26';. 

Or  how  about  5000  pounds  of  ap- 
pliances from  Boston  to  Cincinnati? 
Let's  see,  that  rose  62' , . 

We  could  be  picking  out  the  in- 
stances that  prove  our  point  and  ignor- 


ing the  others.  But  we  don't  have  to. 
Freight  rates  have  soared  in  general. 
Just  check  the  rates  you're  paying  if 
you  haven't  done  that  recently. 

Outside  of  getting  annoyed,  what 
can  you  do  about  it? 

You  can  call  Ryder.  We  may  be 
able  to  show  you  a  better  way  to  ship 
your  goods.  Maybe  even  a  less  expen- 
sive way,  if  you  consider  all  the  hid- 
den costs  you're  paying  now,  like  the 
cost  of  protective  over-packaging,  of 
late  deliveries,  of  lost  shipments,  of 
customer  dissatisfaction. 

And  when  you  lease  new  Ford 
trucks  from  Ryder,  you  get  none  of 


the  headaches  of  owning  those  trucks. 
Under  a  full-service  lease,  Ryder 
paints  them,  washes  them,  licenses 
them,  fuels  them,  maintains  them  and 
fixes  them.  In  short,  you  run  your 
business  and  Ryder  runs  your  trucks. 
Better  than  you,  or  anybody  else, 
could  run  them. 

So  even  if  you  once  considered 
leasing  trucks  and  rejected  the  idea,  the 
time  has  come  to  take  another  look. 

Write  Brad  Bradbury,  Vice  Presi- 
dent Sales,   Ryder  Truck 
Rental,  2701  So.  Bayshore 
Drive,  Miami,  Fla.  33133. 
Call  toll-free  800-327-6201. 


RVOER 


Considering  how  freight  rates 
have  gone  up,  do  you  still  think 
leasii^  trueks  is  expensive? 


Before  you  choose 

an  insurance  broker, 

talk  to  the  too  four. 


r^ 


't 


4  of  the  top  10  industrials 

that  did, 
chose  Franl(  B.  Hall  &  Co. 


It  isn't  just  our  size  that  makes  us  attractive  to 
some  of  the  biggest  industrial  companies  in  America. 
They  could  find  a  few  bigger  brokers.  But  none  that 
would  give  them  the  kind  of  individual  attention  that 
we  make  sure  all  of  our  accounts  receive. 

You  don't  have  to  talk  to  a  dozen  different 
people.  We  give  you  a  single  executive  who  is  respon- 
sible for  every  phase  of  your  account.  He  tries  to  know 
your  business  as  well  as  you  do.  And  he  has  access  to 
a  nationwide  team  of  Frank  B.  Hall  specialists  who'll 
supplement  his  assessments  whenever  necessary. 


That's  why  we  at  Frank  B.  Hall  &  Co.  think  of 
ourselves  as  insurance  innovators.  We  combine  pro- 
fessional expertise  with  a  unique  kind  of  personal 
dedication  to  all  the  details  of  your  specific  insurance 
needs. 

So  if  you're  looking  for  an  insurance  broker, 
talk  to  the  top  four.  Chances  are,  from  then  on,  you'll 
be  talking  to  the  broker  chosen  by  four  of  the  top 
industrials. 


Frank  B.  Hall  &Co,  Inc. 


Frank  B.  Hall  keeps  you  in  good  company. 


Average  Adjusters.  Employee  Benefits  Consultants. 
Offices  in  New  York,  Chicago,  Detroit,  Bos;on,  Philadelphia,  Atlanta,  Washington,  New  Orleans,  Los  Angeles,  San  Francisco, 
Oakland,  Portland,  Ore.,  Seattle,  Coral  Gables,  Orlando,  Jacksonville,  Anchorage,  Honolulu,  London,  Oslo,  Hong  Kong, 
Adelaide,  Brisbane,  Melbourne,  Perth,  Sydney,  Mexico  City,  Caracas. 


Who's  Where  in  the  Stock  Market 


Rank 
•71  70 


Company 


5-year 
Price  Change 


1967-71 
Price  Range 


Recent 
Price 


Shares 

Outstanding 

(millions) 


Total 

Market 

Value 

(millions) 


Latest 
12-month 
Earnings 
Per  Share 


Indicated 

1971 
Dividend 


Price/ 

Earnings 

Ratio 


Debt/ 
Equity 
Ratio 


477  433 

478 

479  301 

479  88 

481  590 

482  570 

483  479 

484  508 

485  "• 

486  • 

487  279 

488  539 

489  277 
490 

491  266 

492  618 

493  427 

494  535 
•494  520 

496  419 

497  531 

498  512 

499  334 

500  285 

501  521 

502  604 

503  496 

504  559 

505  406 

506  445 

507  423 

508  364 

509  367 

510  333 

511  349 

512  600 

513  572 
514 


515 
516 
517 
518 
519 
520 


284 
599 
588 
435 
551 
360 


521  505 

522  344 

523  190 
524 

525  403 

526  69 

527  557 

528  602 

529  171 

530  507 

531  516 

532  492 


533 
534 
535 
536 
537 
538 


Baltimore  Gas  &  Elec 
Boston  Edison 
Bankers  Trust  N  Y 
Kaiser  Steel 
Budd 

Bethlehem  Steel 
Missouri  Pacific  R  R 


-10.4% 

-10.5 

-10.6 

-10.6 

-10.6 

-10.7 

-10.9 


381/4- 
471/2- 
8934- 
821/2- 
37  - 
391/8- 
871/2- 


2534 
301/g 
491/2 
W/s 
6 

19'/2 

451/2 


31 
37 
54 
15 
11 
26 
71 


21,2 
7.6 

10.3 
6.8 
6.0 

44.0 
1.9 


659 
285 
558 
109 
69 
1,150 
137 


2.75 

3.44 

5.28 

-0.99 

-0.54 

2.46 

14.01 


1.82 
2.33 
2.84 
none 
none 
1.20 
5.00 


11 
11 
10 

del. 

def. 

11 

5 


545 
352 
460 
443 
410 
442 


0.9 
1.0 
0.2 
0.7 
0.8 
0.3 
1.3 


Amsted  Industries 

-11.0 

643/4 

241/2 

34 

2.8 

95 

3.41 

1.60 

10 

0.1 

Baza'r 

-11.1 

29 

33/4 

12 

0.8 

9 

0.79 

0.60 

15 

1.4 

H  H  Robertson 

-11.2 

423/8 

151/g 

19 

2.8 

52 

2.32 

1.10 

8 

0.3 

Middle  South  Util 

-11.3 

295/8 

185/8 

22 

40.2 

910 

1.65 

1,02 

14 

1.1 

R  R  Donnelley  &  Sons 

-11.6 

333/8 

131/2 

22 

19.3 

429 

1.30 

0.44 

17 

0.0 

Gulf  Oil 

-11.6 

49 

213/4 

26 

207.6 

5,423 

2.73 

1.50 

10 

0.3 

Public  Service  (Colo) 

-12.2 

283/4 

171/8 

20 

15.5 

321 

1.75 

1.12 

12 

1.1 

Panhandle  East  Pipe 

-12.2 

433/4 

27 

30 

14.9 

456 

2.91 

1.80 

10 

1.6 

Allied  Chemical 

-12.3 

46'/8 

161/8 

28 

27.6 

782 

1.97 

1.20 

14 

0.5 

Foremost-McKesson 

- 12.3* 

391/4 

I6I/4 

23 

12.8 

296 

1.81 

0.80 

13 

1.0 

MCA 

-12.4 

531/4 

iiys 

20   • 

8.2 

166 

1.63 

0.60 

13 

0.2 

Zenith  Radio 

-12.4 

721/4 

221/4 

41 

19.0 

792 

1.61 

1.40 

26 

0.0 

New  England  Electric 

-12.4 

32 

183/g 

23 

15.7 

374 

2.10 

1.56 

11 

1.2 

Inland  Steel 

-12.4 

425/8 

223/4 

27 

18.4 

504 

2.22 

2.00 

12 

0.4 

Federal-Mogul 

-12.5 

42 

201/8 

26 

5.3 

138 

2.25 

1.80 

12 

0.1 

Cincinnati  Gas  &  El 

-12.6 

33 

21 

23 

17.0 

400 

2.14 

1.56 

11 

1.1 

Pitney-Bowes 

-12.7 

423/8 

181/8 

21 

13.0 

272 

0.74 

0.68 

28 

0.6 

Carson  Pirie  Scott 

-13.0 

415/8 

9'/8 

15 

2.3 

34 

1.27 

0.60t 

12 

0.8 

Seaboard  Coastline 

-13.3 

693/4 

221/4 

58 

13.1 

762 

4.62 

2.20 

13 

0.5 

Borden 

-13.5 

421/4 

173/8 

26 

28.7 

760 

1.92 

1.20 

14 

0.4 

Union  Carbide 

-13.5 

59 

29'/2 

40 

60.5 

2,472 

2.52 

2.00 

16 

0.5 

Stokely-Van  Camp 

-13.6 

603/4 

151/8 

16 

3.4 

56 

1.79 

1.00 

9 

0.1 

American  General  Ins 

-13.8 

233/4 

11 

19 

25.3 

500 

1.61 

0.50 

12 

0.0 

Martin  Marietta 

-14.8 

313/8 

iiys 

18 

23.3 

419 

1.92 

1.10 

9 

0.6 

Pacific  Gas  &  Elec 

-15.0 

391/2 

221/2 

30 

61.1 

1,855 

2.68 

1.61 

11 

1.1 

Pacific  Lighting 

-15.1 

301/4 

20'/4 

23 

17.3 

402 

2.38 

1.60 

10 

0.9 

No  Indiana  Pub  Ser 

-15.1 

345/8 

231/2 

26 

18.9 

491 

2.13 

1.32 

12 

1.0 

Alexander  &  Baldwin 

-15.1 

413/4 

10 

10 

9.2 

99 

0.29 

0.60 

37 

0.5 

North  Amer  Rockwell 

-15.4 

44^/8 

151/4 

29 

22.2 

643 

2.57 

1.30 

11 

0.4 

Curtiss-Wright 

-15.5 

293/8 

10% 

11 

8.3 

98 

-0.64 

none 

def. 

0.1 

Cleveland  Elec  Ilium 

-15.8 

43 

28 

34 

13.6 

470 

3.06 

2.24 

11 

1.3 

So  New  England  Tel 

-16.4 

51 

321/4 

38 

9.8 

373 

3.40 

2.60 

11 

0.9 

Cutler-Hammer 

-16.5 

•    68^8 

145/8 

35 

3.4 

120 

2.15 

1.20 

17 

0.4 

Western  Air  Lines 

-17.1 

535/8 

6 

33 

5.4 

181 

0.86 

none 

39 

2.0 

Ward  Foods 

-17.5 

531/2 

81/2 

10 

3.1 

31 

0.26 

none 

38 

1.8 

Babcock  &  Wilcox 

-17.6 

581/2 

12'/8 

30 

12.4 

377 

1.51 

0.50 

20 

0.2 

Ohio  Edison 

-17.9 

301/2 

193/4 

23 

25,7 

591 

1.76 

1.54 

13 

1.0 

Mead 

-18.1 

331/2 

11 

18 

16.4 

297 

0.91 

1.00 

20 

0.5 

Florida  Power  &  It 

-18.4 

8OI/2 

541/8 

60 

15.4 

924 

4.01 

2.12 

15 

1.2 

Lear  Siegler 

-18.6 

293/8 

63/« 

8 

12.2 

104 

-0.16 

0.28 

def. 

0.7 

Cooper  Industries 

-18.8 

581/2 

18 

19 

4.2 

82 

1.71 

1.40 

11 

0.4 

Springs  Mills 

-18.8 

263/8 

13 

14 

8.6 

121 

0.73 

1.00 

19 

0.1 

Occidental  Petroleum 

-19.0 

553/8 

10'/« 

11 

55.0 

612 

1.42 

1.00 

8 

0.9 

RCA  Corp 

-19.0 

651/2 

181/8 

34 

74.4 

2,577 

1.29 

1.00 

27 

0.9 

Thiokol  Chemical 

-19.2 

27 

7 

14 

6.0 

86 

0.87 

0.40 

16 

0.2 

International  Nickel 

-19.2 

481/8 

24'/8 

28 

74.5 

2,143 

1.79 

1.30 

16 

0.2 

Sunbeam 

-19.3 

405/8 

15 

26 

11.8 

312 

1.36 

0.80 

19 

0.5 

NLT 

-19.5 

451/2 

211/2 

31 

17.0 

537 

2.90 

0.48 

11 

0.0 

Colt  Industries 

-20.0 

83 

12y2 

14 

6.4 

92 

1.19 

0.80 

12 

0.7 

Consolidated  Edison 

-20.2 

361/4 

22 

25 

46.0 

1,161 

2.49 

1.80 

10 

1.1 

Grolier 

-20.3 

38 

16% 

19 

5.8 

114 

2.09 

0.90 

9 

0.6 

Northeast  Utilities 

-20.6 

20 

12 

13 

38.4 

518 

1.23 

0.94 

11 

1.1 

Long  Island  Lighting 

-20.7 

31 

18 

23 

20.2 

464 

2.09 

1.37 

11 

1.1 

Owens-Illinois 

-20.7 

81 

38 

43 

15.4 

662 

3.95 

1.35 

11 

0.5 

General  Tire  &  Rub 

-21.0 

35 

121/2 

24 

18.7 

456 

2.30 

i.oot 

11 

0.4 

•Not  ranked  last  year.        tPlus  stock.        def.— Deficit.        JFour-year  price  gain. 
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Who's  Where  in  the  Stock  Market 


Rank 

'71      '70       Company 


S-year 
Price  Change 


1967-71 
Price  Range 


Shares 
Recent       Outstanding 
Price  (millions) 


Total 

Market 

Value 

(millions) 


Latest 
12-month 
Earnings 
Per  Share 


Indicated 

1971 
Dividend 


Price/ 

Earnings 

Ratio 


Debt/ 
Equity 
Ratio 


539        • 

Illinois  Power 

-21.1% 

443/4- 

281/4 

33 

14.4 

478 

2.60 

2.20 

13 

1.1 

540    621 

Inmont 

-21.3 

301/8- 

6I/4 

12 

8.9 

109 

0.05 

none 

— 

0.7 

541    451 

North  States  Power 

-21.4 

343/4- 

213/4 

26 

19.0 

499 

^2.32 

1.70 

11 

1.0 

542    308 

Natl  Cash  Register 

-21.6 

85'/8- 

233/4 

26 

21.6 

574 

0.82 

0.72 

32 

0.8 

543       * 

Continental  Corp 

-21.8« 

593/4- 

25 

42 

23.4 

993 

3.38 

1.86 

13 

0.0 

544    359 

Continental  Oil 

-21.9 

411/8- 

19% 

27 

49.9 

1,379  - . 

3.23 

1.50 

9 

0.4 

545   464 

CBS 

-213 

705/8- 

233/8 

45 

27.2 

1,231 

2.06 

1.40t 

22 

0.4 

546       • 

Foodarama  Supermkts 

-21.9 

331/8- 

73/4 

11 

1.6 

18 

1.62 

0.30 

7 

0.5 

547    303 

Continental  Tel 

-22.0 

343/4- 

171/8 

21 

28.8 

611 

1.38 

0.80 

15 

1.8 

548   280 

American  Smelt  &  Ref 

-22.0 

495/8- 

163/8 

17 

26.8 

462 

1.74 

1.73 

10 

0.0 

549    526 

InternatI  Harvester 

-22.1 

41     - 

22 

26 

27.3 

734 

1.16 

1.60 

23 

0.4 

550    448 

Wisconsin  Elec  Power 

-22.3 

293/4- 

18 

22 

14.9 

332 

2.09 

1.48 

11 

1.3 

551    582 

Cyclops 

-22.5 

521/4- 

201/2 

22 

2.0 

47 

1.95 

1.00 

12 

0.7 

552    528 

Gulf  &  Western 

-22.6 

641/4- 

9y2 

25 

15.0 

375 

2.69 

0.53 

9 

1.4 

553    467 

Continental  Air  Lines 

-22.7 

37%- 

71/4 

20 

11.6 

231 

0.46 

none 

43 

3.3 

554    609 

Spencer  Foods 

-23.2 

471/4- 

8I/2 

10 

1.0 

10 

-0.08 

0.25 

def. 

0.6 

555    494 

C&O/B&O  Railroads 

-23.3 

751/4- 

395/8 

46 

8.7 

407 

6.74 

3.00 

7 

0.9 

556    129 

Pennzoil  United 

-23.6 

671/4- 

155/8 

20 

19.7 

394 

1.62 

0.80 

12 

1.7 

557      99 

Boise  CaKade 

-23.6 

755/8- 

15 

16 

31.0 

511 

0.05 

0.25t 

— 

0.5 

558   413 

American  Tel  &  Tel 

-23.9 

623/4- 

403/8 

41 

549.3 

23,002 

4.03 

2.60 

10 

0.7 

559    534 

Norton 

-24.1 

541/2- 

223/4 

29 

5.4 

160 

1.91 

1.50 

16 

0.3 

560   571 

FMC 

-24.6 

443/8- 

15'/2 

22 

31.2 

705 

1.59 

0.85 

14 

0.3 

561    578 

United  States  Steel 

-25.4 

501/4- 

25 

27 

54.2 

1,490 

2.72 

2.00 

10 

0.4 

562    527 

Niagara  Mohawk  Power 

-25.6 

22^/8- 

13% 

15 

33.8 

527 

1.35 

1.10 

12 

1.2 

563   405 

Allegheny  Power 

-25.7 

273/4- 

171/8 

20 

22.6 

466 

2.09 

1.36 

10 

1.1 

564   472 

A  E  Staley  Mfg 

-25.7 

523/8- 

243/4 

26 

2.7 

71 

2.02 

1.40 

13 

0.2 

565    613 

Iowa  Beef  Processors 

-25.7 

771/2- 

16'/2 

19 

2.2 

43 

0.94 

none 

21 

1.0 

566   453 

Shell  Oil 

-25.8 

77    - 

351/8 

44 

67.4 

2,999 

3.25 

2.40 

14 

0.3 

567   422 

Great  Atl  &  Pac  Tea 

-25.8 

391/8- 

18 

19 

24.9 

482 

1.73 

1.30 

11 

0.0 

568    622 

Franklin  Life 

-25.9 

345/8- 

101/2 

21 

21.0 

441 

1.50 

0.50 

14 

0.0 

569    590 

National  Airlines 

-26.6 

471/2- 

9% 

31 

8.5 

267 

0.34 

0.10 

— 

0.7 

569       ' 

Potomac  Electric  Pow 

-26.6 

211/2- 

12 

14 

21.8 

316 

1.25 

1.00 

12 

1.2 

571    586 

Norfolk  &  Western 

-27.6 

II81/4- 

495/8 

71 

9.9 

705 

8.16 

5.00 

9 

0.7 

572    538 

Armco  Steel 

-27.7 

33%- 

151/4 

17 

29.2 

496 

1.30 

1.00 

13 

0.5 

573    548 

Ethyl 

-27.8 

51     - 

15 

23 

10.2 

238 

3.18 

0.84 

7 

0.9 

574   354 

Ashland  Oil 

-28.0 

55     ■ 

17 

23 

21.6 

508 

1.47 

1.20 

16 

0.7 

575    377 

American  Bakeries 

-28.0 

341/2- 

81/8 

11 

2.0 

23 

0.41 

0.20 

27 

0.2 

576    626 

Ubby,  McNeill  &  Ub 

-28.2 

191/8- 

5 

6 

9.7 

64 

0.06 

none 

— 

0.2 

577   484 

Amer  Electric  Power 

-28.2 

411/2- 

22 

28 

59.5 

1,666 

2.42 

1.70 

12 

1.4 

578   379 

Natl  Distil  &  Chem 

-28.9 

241/2- 

13 

14 

26.6 

375 

1.06 

0.90 

13 

0.6 

579    478 

Commonwealth  Edison 

-29.2 

551/4- 

281/8 

36 

42.5 

1,546 

2.95 

2.20 

12 

1.2 

580    547 

Philadelphia  Elec 

-29.3 

34%- 

19 

22 

40.1 

898 

2.04 

1.64 

11 

1.2 

581    471 

B  F  Goodrich 

-29.3 

66    - 

193/4 

28 

14.5 

417 

1.41 

1.00 

20 

0.6 

582    438 

United  Utilities 

-29.3 

335/8- 

143/4 

18 

31.9 

586 

1.35 

0.94 

14 

1.8 

583    410 

Southern  Cal  Edison 

-29.5 

413/4- 

23 

27 

43.5 

1,185 

2.47 

1.50 

11 

1.1 

584    565 

Wallace-Murray 

-29.5 

471/2- 

12 

18 

2.9 

53 

1.52 

0.60 

12 

0.7 

585   401 

Northern  III  Gas 

-29.7 

40%- 

26 

26 

12.7 

340 

2.83 

1.77 

9 

1.0 

586    487 

Publ  Serv  Elec  &  Gas 

-29.9 

38    - 

205/8 

25 

39.5 

997 

3.03 

1.64 

8 

1.3 

587    452 

Union  Electric 

-30.1 

273/4. 

165/8 

18 

29.0 

523 

1.62 

1.28 

11 

1.2 

588    490 

Penna  Power  &  Light 

-30.2 

371/8- 

201/8 

23 

15.4 

367 

2.36 

1.60 

10 

1.1 

589    434 

Missouri  Beef  Packer 

-30Jt 

351/2- 

125/8 

15 

1.1 

18 

1.08 

none 

14 

0.6 

590    552 

General  Public  Util 

-30.5 

341/4- 

163/4 

21 

32.8 

701 

2.12 

1.60 

10 

1.5 

591    218 

Sundstrand 

-30.8 

91     - 

121/8 

20 

5.3 

109 

-0.24 

0.80 

def. 

0.8 

592    499 

Rohr  Industries 

-31.3 

39    - 

13% 

15 

3.9 

59 

1.14 

0.80 

13 

0.4 

593    544 

Kayser-Roth 

-31.3 

44    - 

15% 

20 

6.1 

128 

2.01 

0.60 

10 

1.0 

594    138 

American  Standard 

-31.3 

49    - 

12 

12 

13.1 

168 

-0.12 

0.55 

def. 

0.9 

595   440 

American  Can 

-31.7 

64    • 

295/8 

32 

17.7 

570 

2.71 

2.20 

12 

0.4 

596       • 

Commercial  Metals 

-31.9 

273/8- 

9 

9 

1.4 

14 

1.05 

0.60 

9 

0.3 

597       • 

Commonwealth  Oil  Ref 

-32.3 

301/2- 

121/2 

13 

12.5 

170 

1.35 

0.60 

10 

0.8 

598       • 

Green  Giant 

-32.7 

483/8- 

171/2 

18 

2.9 

54 

1.49 

0.96 

12 

0.6 

599    456 

Southern  Company 

-32.9 

32     - 

19 

19 

55.5 

1,074 

1.71 

1.26 

11 

1.1 

600    524 

Ex-Cell-O 

-33.2 

41     - 

14 

14 

8.4 

125 

1.02 

1.25 

15 

0.2 

601    553 

Lykes-Youngstown 

-33.5 

373/4. 

5'/« 

7 

9.0 

64 

-0.54 

none 

def. 

1.2 

•Not  ranked  last  year.        fPlus  stock.       det. -Deficit.        tFouryear  price  gain,        ttThreeyear  price  gain. 
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Why  were  so  big 
in  small  gas  turbines. 


Small  gas  turbines  mean  Garrett  AiResearch. 
We've  delivered  more  than  27,000  of  them 
since  1944.  Our  complete  line  of  propulsion 
engines  for  aircraft  includes  turboprops, 
turbofans,  and  helicopter  turboshafts  in  a 
power  range  from  240  h.p.  to  8,000-lb.  thrust 
class.  Aircraft  support  uses  include  ground 
and  airborne  auxiliary  power  for  commer- 
cial, military  and  business  jets.  Our  com- 
plete line  of  industrial  gas  turbines  includes 
power  for  on-site  total  energy,  oil  produc- 
tion, uninterruptible  power  systems  and 
mobile  power  stations.  In  ground  transpor- 
tation, advanced  rail  car  propulsion  systems 


employ  our  turbo-mechanical  or  turbo- 
electrical  drives.  Marine  propulsion  and 
heavy  duty  vehicles  represent  other  appli- 
cations. Garrett  turbines  have  logged  more 
than  25  million  operating  hours  and  are 
backed  by  worldwide  product  support. 
When  it  comes  to  gas  turbine  power  require- 
ments, we  have  the  experience  and  know- 
how  to  give  you  the  right  answers.  So  it  pays 
to  talk  to  Garrett.  First. 

The  Garrett  Corporation 

9851  Sepulveda  Boulevard 
Los  Angeles,  California  90009 
One  of  The  Signal  Companies  L*J 


Who's  Where  in  the  Stock  Market 


Rank  . 

■71      '70       Company 


5-year 
Price  Change 


1967-71 
Price  Range 


Recent 
Price 


Shares 

Outstanding 

(millions) 


Total 

Market 

Value 

(millions) 


Latest 
12-manth 
Earnings 
Per  Share 


Indicated 

1971 
Dividend 


Price/ 

Earnings 

Ratio 


Debt/ 
Equity 
Ratio 


602    533 

Braniff  Airways 

-33.60/0 

301/4- 

SV* 

15 

9.1 

141 

0.36 

nonet 

43 

2.2 

603    444 

Northrop 

-33.9 

53%- 

155/8 

18 

4.7 

85 

2.66 

1.00 

7 

0.5 

604    608 

Addressograph-Muiti 

-34.1 

9178- 

191/2 

32 

8.0 

264 

'   0.72 

0.60 

46 

0.4 

605    597 

Avco 

-34.3 

653/8- 

9 

14 

11.5 

165 

0.76 

none 

19 

1.6 

606    429 

Deere  &  Co 

-34.7 

751/2- 

27  Vb 

44 

14.7 

654 

3.56 

2.00 

12 

0.4 

607    517 

General  Tel  &  Elec 

-34.8 

55     - 

205/8 

29 

112.0 

3,305  • 

2.25 

1.52 

13 

1.3 

608    603 

UAL 

-34^ 

873/8- 

121/2 

39 

20.9 

832 

-2.17 

none 

def. 

1.4 

609    604 

Allied  Products 

-34.9 

633/4- 

11 1/2 

17 

1.8 

32 

0.67 

0.68 

26 

0.9 

610    523 

Northwest  Orient  Air 

-35.3 

671/2- 

143/8 

38 

21.2 

814 

0.75 

0.45 

51 

0.5 

611    493 

Walter  Kidde  &  Co 

-35.3 

803/4- 

145/8 

28 

9.8 

277 

1.98 

nonet 

14 

0.7 

612    515 

CPC  International 

-35.5 

513/8- 

263/8 

30 

23.8 

721 

2.33 

1.70 

13 

0.5 

613    593 

Signal  Companies 

-35.7 

47%- 

111/2 

17 

19.2 

328 

-2.37 

0.60 

def. 

0.6 

614    432 

J  Ray  McDermott 

-35.9 

1031/4- 

151/4 

33 

6.8 

226 

0.47 

1.00 

71 

0.3 

615    477 

North  Amer  Philips 

-35.9 

593/4- 

18 

24 

8.8 

215 

1.25 

1.00 

20 

0.2 

616    537 

American  Investment 

-35.9 

281/2- 

7 

10 

5.5 

58 

0.95 

0.50 

11 

4.2 

617    324 

Midland-Ross 

-36.4 

42     - 

131/2 

15 

5.7 

89 

1.33 

1.25 

12 

0.4 

618    615 

American  Nat  Ins 

-36.9 

I61/4- 

65/8 

8 

32.9 

267 

0.63 

0.38 

13 

0.0 

619    251 

Govt  Employees  Ins 

-37.0 

47     - 

18 

36 

8.5 

312 

2.50 

1.30 

15 

0.0 

620    619 

NVF 

-37.2 

36     - 

81/4 

14 

1.0 

14 

4.46 

none 

3 

2.0 

621    587 

Koehring 

-37.3 

48%- 

151/2 

18 

2.9 

54 

0.09 

0.20 

— 

0.7 

622    485 

Consumers  Power 

-37.5 

511/2- 

275/8 

28 

24.0 

691 

2.80 

2.00 

10 

1.1 

623    486 

Union  Oil  California 

-37.6 

70     - 

235/8 

32 

28.4 

908 

3.36 

1.60 

10 

0.4 

624    630 

Arden-Mayfair 

-37.6 

191/8- 

53/4 

8 

2.8 

24 

0.25 

none 

34 

1.3 

625 

Amer  Chain  &  Cable 

-37.7 

491/2- 

21 

24 

2.5 

60 

1.51 

1.60 

16 

0.0 

626    589 

H  K  Porter 

-38.3 

41     - 

I61/2 

19 

1.3 

26 

1.21 

1.00 

16 

0.2 

627    554 

Detroit  Edison 

-38.9 

341/4- 

171/8 

20 

35.7 

724 

1.80 

1.40 

11 

1.1 

628    489 

Crowell-Coll  &  Macm 

-39.5 

39     - 

75/8 

10 

14.0 

140 

0.51 

nonet 

20 

0.4 

629    425 

Corning  Glass 

-40.1 

3901/2-1451/4 

185 

6.9 

1,286 

5.50 

3.25 

34 

0.2 

630    541 

Diamond  Shamrock 

-40.2 

411/2- 

11% 

19 

14.7 

279 

1.04 

1.00 

18 

0.4 

631    624 

White  Motor 

-40.7 

571/2- 

9y8 

22 

7.0 

156 

-2.04 

none 

def. 

0.6 

632    638 

Admiral 

-40.8 

38    - 

61/2 

17 

5.2 

89 

-0.31 

none 

def. 

0.5 

633    476 

Alcan  Aluminium 

-41.0 

333/4- 

15 

16 

32.9 

539 

1.77 

1.00 

9 

0.7 

634    500 

Borman's 

-41.0 

301/4- 

63/4 

7 

3.0 

22 

-0.40 

0.10 

def. 

0.4 

635    357 

Columbia  Pictures 

-42.1 

43%- 

65/8 

9 

6.3 

57 

^.80 

nonet 

def. 

1.2 

636        • 

Arkansas  Louis  Gas 

-43.2 

433/8- 

205/8 

23 

10.1 

231 

2.41 

1.30 

10 

1.1 

637    365 

Kennecott  Copper 

-43.7 

56     - 

193/4 

21 

33.2 

717 

3.08 

1.75 

7 

0.2 

638    637 

Jones  &  Laughlin 

-43.8 

40     - 

83/4 

13 

15.9 

207 

0.59 

0.75 

22 

0.5 

639    616 

Time  Inc 

-44.3 

115     - 

251/2 

50 

7.3 

363 

3.06 

1.90 

16 

0.5 

640    568 

W  R  Grace 

-44.5 

541/4- 

203/4 

27 

23.4 

646 

1.95 

1.50 

14 

0.6 

641    576 

Airco 

-44.8 

471/2- 

121/2 

18 

11.6 

208 

1.44 

0.80 

13 

0.6 

642    644 

Trans  World  Airlines 

-45.0 

903/4- 

93/4 

40 

12.1 

490 

-3.57 

none 

def. 

2.4 

643    518 

Scott  Paper 

-45.4 

35     - 

131/8 

14 

34.5 

514 

0.80 

0.88 

19 

0.4 

644        ' 

Carolina  Power  &  Lt 

-45.8 

471/8- 

211/2 

24 

15.5 

373 

1.57 

1.46 

15 

1.1 

645    574 

Fairchild  Industries 

-46.2 

295/8- 

6 

8 

4.5 

40 

1.41 

0.30 

6 

0.6 

646    459 

Hammermill  Paper 

-46.5 

381/2- 

15 

17 

5.7 

98 

0.83 

1.00 

20 

0.9 

647    579 

Twentieth  Cent-Fox 

-46.5 

413/4- 

6 

9 

8.6 

78 

-5.99 

none 

def. 

2.1 

648    612 

West  Point-Pepperell 

-46.6 

64     - 

I61/4 

19 

4.8 

94 

1.31 

1.00 

15 

0.0 

649    511 

Virginia  Elec  &  Powr 

-46.9 

371/8- 

175/8 

19 

40.5 

780 

1.84 

1.12 

10 

1.2 

650    601 

J  P  Stevens 

-47.0 

67     - 

20 

21 

6.1 

130 

-0.10 

1.95 

def. 

0.4 

651    596 

Allied  Supermarkets 

-47.1 

24    - 

5 

5 

3.9 

23 

-0.81 

none 

def. 

3.2 

652    566 

E  F  MacDonald 

-47.6 

241/8- 

4 

4 

3.8 

IS 

0.29 

none 

14 

1.2 

653    536 

Duke  Power 

-48.0 

431/2- 

201/8 

21 

30.1 

640 

1.72 

1.40 

12 

1.2 

654    455 

Aluminum  Co  America 

-48.2 

93%- 

36 

40 

21.5 

874 

3.59 

1.80 

11 

0.6 

655    629 

Eastern  Air  Lines 

-48.3 

6OI/2- 

11 

19 

17.0 

339 

-0.67 

none 

def. 

3.2 

656      64 

Howmet 

-48.7 

503/4- 

11 

12 

9.8 

121 

1.47 

0.70 

8 

1.7 

656    575 

McLouth  Steel 

-48.7 

481/4- 

11 

12 

3.6 

44 

-4.71 

none 

def. 

0.6 

658    598 

Allis-Chalmers 

-48.9 

44    - 

101/2 

11 

10.6 

119 

0.55 

'  0.20 

20 

0.4 

659    446^ 

Metro-Goldwyn-Mayer 

-48.9 

643/4- 

12'/8 

17 

5.9 

102 

1.32 

none 

13 

0.6 

660    288 

GAC 

-49.0 

671/4- 

85/8 

10 

7.1 

71 

0.21 

0.40 

48 

0.5 

661    584 

NL  Industries 

-49.2 

40     - 

11  Vs 

14 

23.8 

333 

1.05 

1.00 

13 

0.4 

662    585 

Pennwalt 

-49.4 

68     - 

171/8 

22 

7.3 

162 

1.20 

1.20 

19 

0.3 

663    151 

Great  Western  United 

-49.5 

79    - 

12 

12 

2.1 

27 

2.92 

0.90 

4 

0.5 

664    611 

Thriftimart 

-49.7 

32     - 

9% 

10 

1.3 

13 

-0.38 

0.05 

def. 

0.3 

•Not  ranked  last  year.         tPlus  stock.        def. 

-Deficit 
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The 
odds  are 
lOtol 
Victor  has 
the  exact 
electronic 
calculator 
you  need. 


"MADE  IN  AMERICA   and  eligible  for  Job  De>.    '     -meni  Ti.  Credit 


The  odds  are  in  your  favor!  Victor  now 
offers  the  industry's  most  complete 
family  of  low-cost  MOS/LSI  calcula- 
tors—ten American-made  Series 
1800s  to  choose  from.  Five  Uni-Plane 
display  models.  Five  printing  calcula- 
tors. One  should  be  the  perfect  match 
to  your  job  requirements. 

Each  features  14  digits,  automatic 
constants,  and  full-floating  decimal 
with  underflow.  All  share  the  same 
basic,  conveniently-sequenced  key- 
board (learn  one  machine  and  you've 


basically  learned  them  all).  You  can' 
match  machine  to  job  exactly  by 
choosing  one  or  two  accumulating 
registers,  with  or  without  square  root 
...  or  our  one-register  models. 

Victor's  printing  calculators  are  as 
fast  with  the  answers  as  display  mod- 
els .. .  and  almost  as  quiet.  In  fact,  the 
.printing  motor  runs  only  when  acti- 
vated for  printing.  And  it  prints  in  nice, 
big,  readable  type. 

But  why  not  see  one  in  action? 
There  are  Victor  sales  (and  factory- 


trained  service)  offices  covering  every 
county  in  the  U.S.A.  They're  listed  in 
the  Yellow  Pages  under  "Adding  & 
Calculating  Machines."  Your  local 
representative  will  be  happy  to  dem- 
onstrate a  Victor  Series  1800  elec- 
tronic calculator  right  in  your  office. 
Just  give  him  a  call. 

F!VICTOR 

ELECTRONIC 
CALCULATORS 

Victor  Comptometer  Corporation,  Chicago,  III.  60618 
ALSO:  Gait.  Ontario,  Canada  and  Zurich,  Switzerland 


Who's  Where  in  the  Stock  Market 


ToUl 

Latest 

Shares 

Market 

12.month 

Indicated 

Price/ 

Debt/ 

Rank 

5-year 

1967-71 

Recent 

Outstanding 

Value 

Earnings 

1971 

Earnings 

Equity 

•71        '70 

Company 

Price  Cliange 

Price  Range 

Price 

(millions) 

(millions) 

Per  Share 

Dividend 

Ratio 

Ratio 

665    530 

General  Cable 

-49.8% 

553/4.   14>/4 

17 

14.2 

241 

1.25 

0.80 

14 

0.3 

666   464 

Ampex 

-50.0 

49%-  loyg 

12 

10.9 

130 

-1.54 

none 

def. 

1.5 

667    504 

Republic  Steel 

-50.2 

537/8- 173/4 

19 

16.2 

315 

0.78 

1.45 

25 

0.4 

668    610 

Chemetron 

-50.3 

583/4-  15% 

18 

3.7 

68 

^    0.66 

0.70 

28 

0.5 

669    581 

Interstate  Stores 

-50.5 

46%-     81/8 

10 

5.5 

57 

0.02 

none 

- 

0.8 

670    569 

Pan  Am  World  Airways 

-51.1 

363/4-     8 

13 

39.6 

530 

-1.69 

none 

def. 

1.9 

671    509 

USM 

-51.4 

521/2-  101/4 

12 

4.1 

52. 

0.80 

1.17 

16 

0.5 

672    583 

City  Stores 

-53.2 

26%-     5 

7 

3.3 

24 

-0.13 

none 

def. 

0.5 

673    566 

McGraw-Hill 

-53.2 

561/2-  10i/« 

17 

23.3 

399 

0.79 

0.60 

22 

0.2 

674    633 

Massey-Ferguson 

-53.3 

261/4-     8 

9 

18.2 

180 

-0.71 

none 

def. 

0.4 

675    418 

Revere  Copper 

-55.8 

40     -    93/4 

11 

5.6 

62 

1.05 

1.00 

10 

1.2 

676    522 

Grumman 

-56.2 

481/4-  123/4 

15 

7.0 

106 

2.57 

1.00 

6 

0.5 

677       * 

Shop  Rite  Foods 

-56.3 

361/2-     7 

7 

0.9 

6 

0.19 

0.25 

37 

0.2 

678   384 

Kaiser  Alum  &  Chem 

-56.7 

591/2-  I61/2 

18 

19.0 

348 

1.61 

0.88 

11 

0.7 

679    631 

General  Dynamics 

-56.9 

79    -  I61/2 

20 

10.5 

219 

-1.08 

none 

def. 

0.4 

680       ' 

Parkview  Gem 

-59.5 

44    -     8 

8 

1.3 

11 

-0.16 

0.45 

def. 

0.5 

681    594 

Olin  Corp 

-59.7 

541/2-  13% 

15 

24.0 

377 

0.89 

0.88 

18 

0.4 

682    560 

General  instrument 

-59.9 

791/2-  11 

17 

6.4 

109 

0.44 

nonet 

39 

1.0 

683    392 

Universal  Oil 

-60.4 

52     -  101/2 

13 

10.0 

130 

-1.53 

0.20 

def. 

0.4 

684       * 

Brown  Company 

-60.6 

281/4-    3 

6 

2.9 

19 

0.91 

none 

7 

1.8 

685    542 

Cerro 

-61.0 

451/4-  111/2 

12 

8.5 

102 

0.77 

0.80t 

16 

0.2 

686       * 

New  York  Times 

-61.9tt 

6OI/4-  141/2 

18 

10.6 

196 

0.91 

0.60 

20 

0.0 

687   643 

Dan  River 

-62.1 

273/4.     6 

7 

5.6 

43 

-0.62 

none 

def. 

0.5 

688    563 

Texas  Gulf  Sulphur 

-62.8 

533/8-  111/4 

13 

30.4 

399 

0.90 

0.60 

15 

0.3 

689    634 

Arlan's  Dept  Stores 

-63.3 

40%.     3% 

4 

2.8 

11 

-5.02 

none 

def. 

1.4 

690    540 

Bunker-Ramo 

-64.1 

213/8.     5% 

6 

18.4 

127 

0.04 

none 

- 

0.4 

691    642 

Bangor  Punta 

-64.9 

eiVs-   51/2 

9 

4.0 

37 

0.23 

none 

40 

1.1 

692    636 

IntI  Minerals  &  Chem 

-65.5 

471/2-     81/8 

15 

11.1 

169 

1.15 

0.05 

13 

0.9 

693   480 

A-T-0 

-65.7 

74    -    6 

8 

7.7 

65 

0.53 

0.12 

16 

2.4 

694    617 

United  Aircraft 

-65.7 

1111/2-  235/8 

28 

12.1 

339 

2.92 

1.80 

10 

0.4 

695    639 

Fairchild  Camera 

-65.8 

1341/8-  18 

26 

4.4 

116 

-2.56 

none 

def. 

0.9 

696    558 

Allegheny  Ludlum 

-66.6 

791/4-  16 

18 

4.7 

87 

-0.35 

1.30 

def. 

0.4 

697    580 

Reynolds  Metals 

-67.8 

591/2-  133/4 

16 

17.2 

278 

0.69 

0.85 

23 

1.1 

698   573 

Anaconda 

-68.1 

661/4-  111/2 

12 

21.9 

279 

-0.34 

0.50 

def. 

0.3 

699    635 

SCM 

-69.6 

765/8-  m/s 

16 

9.1 

148 

0.85 

none 

19 

0.8 

700    627 

Litton  Industries 

-70.5 

106%-  141/2 

21 

30.0 

638 

1.28 

nonet 

16 

0.8 

701    640 

Chi  Milw  St  P  &  Pac 

-71.5 

69     -    61/4 

10 

2.2 

22 

-1.53 

none 

def. 

0.7 

702    628 

Diversified  Inds 

-71.7 

55     -     55/8 

6 

6.0 

41 

0.46 

0.36 

15 

0.3 

703       * 

LTV  Aerospace 

-75.2 

501/2-    6 

6 

7.0 

47 

0.53 

0.80 

11 

0.6 

704   641 

Boeing 

-75.4 

1123/8-    12 

16 

21.7 

350 

1.07 

0.40 

15 

0.9 

705    646 

Northeast  Airlines 

-78.4 

341/2-     33/4 

5 

6.7 

34 

-2.20 

none 

def. 

2.1 

706    623 

Ling-Temco-Vought 

-79.4 

1691/2-     71/8 

10 

3.0 

31 

-8.85 

none 

def. 

6.9 

707    632 

Collins  Radio 

-79.4 

114%-     9 

12 

3.0 

36 

-17.64 

none 

def. 

1.3 

708       * 

Amer  Export  Indust 

-82.8 

70    -    41/4 

5 

4.8 

26 

-7.44 

none 

def. 

2.3 

709    645 

Lockheed  Aircraft 

-872 

73%-     7 

8 

11.4 

97 

-7.65 

none 

def. 

2.5 

710   647 

Penn  Central 

-91.8 

861/2-    4 

4 

24.1 

105 

-12.31 

none 

def. 

1.2 

Amer  Beef  Packers 

0.0 

303/4-     41/2 

6 

1.4 

10 

0.60 

none 

10 

0.7 

American  Intnl  Group 

0.0 

923/4-  391/4 

84 

9.0 

762 

2.98 

0.50 

28 

0.0 

Arlen  Realty  &  Oevel 

0.0 

I81/2-    9% 

13 

21.5 

291 

N.A. 

none 

- 

1.0 

Burlington  Northern 

0.0 

57     -  203/4 

46 

12.3 

576 

3.53 

1.50 

13 

0.5 

Daniel  International 

0.0 

32    -    9 

17 

3.0 

54 

2.04 

0.34 

8 

0.2 

Peter  Eckrich  &  Sons 

0.0 

371/2-  I61/4 

36 

1.9 

70 

3.19 

0.40 

11 

0.3 

General  Host 

0.0 

453/8-       65/8 

15 

2.2 

34 

-0.35 

none 

def. 

6.1 

Great  North  Nekoosa 

0.0 

75     -  32% 

40 

4.7 

187 

2.42 

1.60 

17 

0.5 

Great  Scott  Suprmkts 

0.0 

145/8-    81/2 

8 

1.4 

12 

1.16 

none 

7 

0.2 

Knight  Newspapers 

0.0 

70%-  251/4 

63 

5.0 

316 

2.88 

0.50 

22 

0.5 

Merrill  Lynch 

0.0 

431/2-  28 

33 

31.9 

1,063 

2.17 

0.20 

15 

0.0 

Morton-Norwich  Prod 

0.0 

521/4-  223/4 

28 

12.4 

348 

1.77 

0.80 

16 

0.5 

Omega-Alpha 

0.0 

63/8-       23/4 

4 

14.6 

59 

N.A. 

none 

- 

4.2 

Ralph  M  Parsons 

0.0 

31     -  111/2 

23 

2.2 

52 

1.52 

0.20 

15 

0.0 

Schering-Plough 

0.0 

875/8-    6OI/2 

86 

25.2 

2,171 

2.14 

0.88 

40 

0.0 

Levi  Strauss 

0.0 

633/8-  331/4 

41 

10.8 

443 

1.92 

0.16 

21 

0.3 

Williams  Cos 

0.0 

49 1/4  •  133/4 

38 

6.7 

259 

2.83 

0.80 

14 

1.6 

•Not  ranked 

ast  year.         tPlus  stock.         det. 

-Deficit.          UThraeyear   price  gain. 

N.A. 

4ot  available. 

FORBES  estimated  earnings 

per  share  for 

all  insurance  com- 

panies.   The   Debt/Equity   Ratio    is  computed   by 

dividing   total 

ongterm   debt  by  total 

equity,  minority  interest 

and  deferred  taxes 
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'un  under  the  sun ...  or  adventure  under  the  sea 
. .  we  package  power  for  both 


ay-O-Vac  transistor  batteries  power  millions  of 
idios  around  the  world.  They  were  the  first  with 
jaled-in-steel  construction  .  .  .  now  the  accepted 
gn  of  long  life,  leak  protection  and  generally  high 
jality.  Exide  SeaSpace  batteries  provide  the  sole 
)urce  of  power  for  most  of  the  nation's  growing 
set  of  oceanographic  research  submarines.  Q  ESB 
so  makes  automobile  and  industrial  batteries, 
ectric  motors,  private  telephone  systems.  It  serves 
/er  100  free  world  markets  with  77  plants  in  18 
juntries.  Annual  sales  are  over  $300  million.  70 
jars  of  consecutive  quarterly  dividends.  Learn  more 
30ut  us— write  for  our  latest  report.  ESB  Incorporat- 
i  (formerly  The  Electric  Storage  Battery  Company), 
Penn  Center  Plaza,  Philadelphia,  Pa.  19103. 


We  also  make  respirators,  precision-molded  plastics 


ESB  INCORPORATED    (fSB) 

WORLD  LEADER  IN  PACKAGED  POWER        ^_|-^ 


lii 


vk  daily  in  banking,  commerce  and  communicat  | 


ucifTO  RICO  now 

IfflCRKlfl  FIFTH  LARGCiT  DOLLAR  CUflOmCR 


Kinda  fools  you,  doesn't  it?  You  probably 
figured  Puerto  Rico  was  a  nice  tropical 
[sland  with  palm  trees,  beaches,  nightclubs, 
ind  some  high  hopes.  Which  it  is.  But  what 
^'ou  may  have  overlooked  is  that  after 
cwenty  years  of  intense  industrial  develop- 
lent,  a  lot  of  the  hopes  have  become 
?alities. 

The  result  is  a  mature  business  com- 
lunity,  which  among  other  things  has 
created  two  and  one  half  million  built-in 
dollar  customers  right  on  the  island. 

lerto  Rico,  for  example,  buys  more  from 
Ithe  U.S.A.  than  Argentina  or  Brazil,  or 
Australia,  or  France.  In  fact,  in  all  the 
world  only  Germany,  Japan,  England  and 
Canada  buy  more  from  the  U.S.A.  than 
Puerto  Rico. 

Which  goes  to  show  that  development  is 
a  two-way  street.  And  that  products  made 
in  Puerto  Rico  have  an  excellent  market 
inside  as  well  as  outside. 

This  island  is  a  place  of  surprising 
vitality,  where  new  economic  opix)rtunities 
are  constantly  coming  on  stream. 
'Operation  Bootstrap"  has  become 
'Operation  Lift-Off','  as  Puerto  Rico  poises 
for  a  major  second  stride  in  industrial 
development.  The  experiment  is  over- 
successful  —and  all  systems  are  go  for 
the  future. 

Of  course  natural  beauty  remains  one  of 
Puerto  Rico's  prime  assets.  Secluded 
beaches,  championship  golf  courses,  and 
quiet  mountain  retreats  are  only  minutes 


away  from  busy  metropolitan  San  Juan, 
and  these  unmatched  recreational  facilities 
are  an  important  part  of  the  island's  special 
advantages. 

Take  a  new  look  at  Puerto  Rico  now,  a 
dynamic  place  where  exciting  things  are 
happening. 

Where  an  emerging  work  force  is  now 
capable  of  sophisticated  high  productivity. 
Where  profits  are  free  of  federal,  state 
and  local  taxes  for  up  to  17  years.  Where 
you  could  locate  a  new  plant,  produce  and 
sell,  all  under  the  U.S.  flag.  Where  else 
can  you  find  as  good  a  deal? 


PUCRTO  Rica  U J.R. 


©1971  Commonwealth  of  Puerto  Rico 


COMMONWEALTH  OF  PUERTO  RICO,  ECONOMIC  DEVELOPMENT  ADMINISTRATION,  666  FIFTH  AVE.,  NEW  YORK,  NY.  10019 

BOSTON  •  PHILADELPHIA  •  ATLANTA  •  CHICAGO  ■  HOUSTON  •  LOS  ANGELES 


Do  people  own  Cadillacs  because  they  get  more  out  of  life,  or... 


do  people  get  more  out  of  life  because  they  own 
Cadillacs?  It's  hard  to  say.  Because  Cadillacs  have 
been  an  integral  part  of  the  good  life  for  70  years 
now.  In  prestige,  in  performance,  in  pure  driving 
pleasure,probably  nothing  offers  more  deep-seated 
satisfaction  than  owning  a  Cadillac.  Perhaps  no 


other  car  receives  such  universal  admiration  ail 
respect.  Or  can  contribute  more  to  your  driviil 
peace  of  mind.  Small  wonder  Cadillac  resale  vali 
is  traditionally  the  highest  ofany  car  built  in  the  lai  I 
The  only  question  remaining  is:  Do  you  visit  yc  r 
authorized  Cadillac  dealer  today... or  tomorro\  ? 


There's  no  question  about  this.  Real  progress  is  being  made 
by  Cadillac  ai   I  ethers  in  the  massive  effort  to  remove 
[he  automobile  Iron  the  air  pollution  problem.  You  can  help 
by  using  no-lead  or  low-lead  fuels.  Getting  a  tune-up 
regularly.  Having  the  emission  control  systems  on  your  car 
checked  often.  Thank  you.  Cadillac  Motor  Car  Division. 


The  Money  Men 


Take  Your  Dreams  Elsewhere 


Battered  and  frightened,  whim- 
pering after  fi\e  \ears  of  being 
whipsawed  by  the  stock  market, 
the  individual  investor  is  seeking 
solace  in  bonds.  If  not  bonds,  then 
mayl>e  buiying  his  money  in  the 
back  \ard;  buried  money,  after  all, 
is  better  inflation  protection  than 
stocks  that  go  down  and  down. 

But  look  off  on  the  horizon!  Is 
that  Benjamin  Graham  we  see? 
Yes,  it  is  Ben  Graham,  ali\e  and 
sprightly  at  77.  After  more  than  a 
year  of  saying  "no"  to  us,  this  fun- 
damentalist guru  to  whole  genera- 
tions of  investment  managers  fi- 
nally agreed  to  be  interviewed  by 
Forbes.  Graham's  living  style  is 
solid  proof  that  his  investment  phi- 
losophy worked  very  well  for  him, 
however  old-fashioned  it  may  seem 
to  the  younger  generation:  We 
caught  him  by  the  swimming  pool 
of  a  ranch-style  house  in  La  JoUa, 
Calif,  where  Graham  lives  when 
he's  not  staying  in  his  other  home 
in  France's  AL\-en-Provence. 

Sitting  in  the  sunshine  with  an 
unused  cane  in  his  lap,  Graham 
spiced  the  Forbes  interview  with 
a  witty  mixture  of  anecdotes  and 
well-honed  aphorisms.  We  started 
with  a  zinger:  "Are  your  ideas  still 
relevant?"  Graham  replied  with  an 
anecdote:  "About  ten  years  ago 
my  name  came  up  during  a  tele- 
vision discussion  among  some  se- 
curity analysts,  and  one  man  said: 
'Ben  Graham  was  all  right  in  his 
day.  But  he  doesn't  understand 
this  market.' 

"Later,  when  asked  about  it,  I 
replied:  'It  may  be  that  I  don't 
understand  this  market.  But  it  is 
just  as  likely  that  the  other  man 
doesn't  either.'  That  was  just  be- 
fore the  big  1961-62  decline." 

The  1961-62  decline  washed  out 
one  generation  that  laughed  at 
Graham's  belief  in  value  and  mod- 
eration as  opposed  to  "concepts" 
and  fast  money.  The  1969-70 
crash  took  care  of  another.  (In 
passing,  Graham  notes  that  many 
of  these  overrated  investment  man- 
agers "walked  away  rich  men  in 
spite  of  their  failure  to  perform 
for  their  stockholders.") 

No,  Graham  doesn't  think  his 
basic  ideas  are  obsolete.  He  thinks 
far  too  many  people  bring  their 
Walter  Mitty  dreams  to  the  stock 
market,  dreams  of  quick,  easy  mon- 


ey. When  the  same  people  manage 
a  business  for  a  living,  pull  teeth 
or  practice  law,  they  know  that 
they  have  to  work  hard  at  it— and 
pay  big  taxes  on  what  they  earn. 
But  the  stock  market  looks  like  a 
place  to  make  bigger  money  faster 
—and  at  capital  gains  rates. 

The  average  man  who  drives 
cautiously  on  the  freeway  wouldn't 
get  into  a  racing  car  and  rev  it 
up  to  150  miles  an  hour.  But  that's 
exactly  what  many  of  them  do  with 
their  money  in  the  stock  market. 
They  lack  the  patience  and  knowl- 
edge to  analyze  value.  They  fail 
to  understand  that  every  opportu- 
nity carries  with  it  risks. 

"If  a  man  wants  to  make  lots  of 
money  speculating,"  Graham  says, 
"he  must  have  a  pretty  good  rea- 
son to  believe  he's  smarter,  and 
has  a  better  feel  for  the  market, 
than  the  next  guy.  Anybody  that 
exceptional  is  in  no  great  hurry.  So 
first,  any  man  should  measure  his 
abilities  by  speculating  with  money 
he  can  afford  to  lose  in  both  bull 
and  bear  market  cycles.  And  lucky 
he  is  if  he  actually  turns  out  to 
be  exceptional." 

Graham's  advice:  "My  basic  rule 
is  that  the  investor  should  always 
have  a  minimum  of  25%  in  bonds, 
or  bond  equivalents,  and  another 
minimum  of  25%  in  common  slocks. 
He  can  divide  the  other  50%  be- 
tween the  two,  according  to  the 
varying  stock  and  bond  prices.  The 
easiest  course— and  by  no  means 
the  worst— would  be  to  aim  at  a 
constant  50/50  division.  When 
his  stocks  advanced  substantially 
above  his  cost  level  he  would  sell 
some  of  his  shares  and  reinvest  the 
proceeds  in  bonds— and  vice  versa 
when  the  stocks  declined.  In  this 
way  he  would  be  actively  partici- 
pating in  price  movement.  That 
would  be  good  for  him  psycho- 
logically. Also,  his  participation 
would  be  in  the  opposite  direction 
from  the  general  public's,  which, 
in  the  end,  should  be  good  for  him 
financially." 

If  an  investor  adopted  Graham's 
rule  using  25%  minimums  rather 
than  a  50/50  split,  he  would  own 
more  stock  when  the  market  was 
low  and  less  when  it  was  high.  But 
how  would  he  know  when  the  mar- 
ket was  low  enough  or  too  high? 

Graham  has  a  formula,  but  only 


Reading  But  Not  Heeding.  With 
fhe  puloHcation  in  1934  of  Security 
Analysis  (co-authored  with  David 
L.  Dodd),  Ben  Graham's  ideas 
spread  beyond  his  immediate  circle 
of  customers  and  students  (he  went 
on  to  teach  security  analysis  at 
Columbia  University  and  UCLA). 
The  book  became— and  it  still  is— 
the  classic  text  on  its  subject.  Ba- 
sically, Graham  taught  that  stock 
prices  follow  earnings  and  divi- 
dends, and  that  book  value— physi- 
cal assets— is  a  key  figure.  The  trick 
was  to  buy  good  companies  at  or 
below  book  value  and  wait  for  bet- 
ter earnings  to  send  the  stock  up. 

To  his  critics  in  recent  years, 
Graham  was  still  living  in  a  mea- 
surable, three-dimensional  world, 
while  they  had  moved  on  to  a  four- 
dimensional  world  of  concepts  and 
growth  and  excitement.  What  was 
the  fourth  dimension?  Ah,  you  had 
to  have  a  feel  for  it. 

But  to  Benjamin  Graham,  earn- 
ings were  still  earnings,  book  value 
was  still  book  value,  and  you 
couldn't  take  a  concept  to  the  bank 
and  use  it  for  collateral,  could  you? 
Interestingly,  his  books  continued 
to  sell  to  a  generation  who  scorned 
his  basic  ideas;  Harper  &  Row  is 
to  bring  out  a  new  edition  of  his 
The  Intelligent  Investor  next  month. 
People  were  reading  Graham,  even 
if  they  weren't  heeding  him.  Now, 
after  five  years  of  whipsawing  mar- 
kets, people  are  heeding  him  again. 
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a  rough  one.  And  again,  today's 
analysts  would  consider  it  very  con- 
servative. He  says  that  the  market 
is  too  high  a.s  long  as  the  Dow 
Jones  industrial  average  (or  the 
Standard  &  Poor's  composite  in- 
dex) returns  less  on  an  earnings- 
per-share  basis  than  high-quality 
bonds  return  on  a  yield  basis.  "For 
example,"  says  Graham,  "if  today's 
best-grade  bonds  are  yielding  7.5%, 
then  the  DJI  would  be  unattrac- 
tively high  at  more  than  13.3  times 
its  average  earnings  for  the  last 
three  years." 

According  to  that  measure,  the 
market  would  start  to  look  good  to 
Graham  when  the  DJI  sank  to 
around  733.  He  adds  that  the  fig- 
ure could  be  juggled  .slightly,  de- 
pending on  whether  you  think 
earnings  are  rising  or  bond  yields 
are  falling.  "Bonds  are  a  bargain 
right  now,  especially  if  I'm  right 
about  the  inflation  rate  leveling  at 
around  3%  a  year.  I  think  high- 
grade  bonds  are  worth  buying  at 
yields  of  anything  above  6%." 

That  sHll  leaves  the  question  of 
what  type  of  stocks  to  buy.  And 
he  has  a  characteristic  answer:  "I 
favor  public  utility  stocks  in  good 
part  because  you  can  buy  them  at 
around  book  value.  So  you  can 
consider  yourself  a  part  owner, 
which  is  a  very  sensible  approach 
for  sound  investment.  Ask  your- 
self: If  there  was  no  market  for 
these  shares,  would  I  be  willing 
to  have  an  investment  in  this  com- 
pany on  these  terms?" 

Now,  Graham  got  to  the  heart 
of  his  philosophy:  "To  the  extent 
that  Wall  Street  gets  away  from 
book  value,  it  is  headed  into  po- 
tentially dangerous  areas  of  think- 
ing. It  then  introduces  factors— 
chiefly  the  notion  of  increasing  fu- 
ture earnings— which  are  very  difli- 
cult  to  measure  and  which  there- 
fore may  be  badly  measured." 

Graham  tells  a  story,  which  illus- 
trates why  he  regards  book  value, 
asset  value,  as  so  important.  It's  not 
that  he  isn't  aware  of  the  fortunes 
made  from  IBM  and  Xerox  and 
Avon  Products— stocks  selling  at 
ten,  20  times  book.  He  thinks  that 
the  risk  is  high  and  the  odds  are 
overwlu'lniing  against  achieving 
this  kind  of  investment  miracle.  He 
has  a  story  to  illustrate  the  point. 

"In  1915,  while  just  a  beginner 
on  Wall  Street,  I  suggested  that 
the  firm  recommend  a  low-price 
stock,    the    Computing-Tabulating 


Recording  Co.  But  my  employer, 
a  conser\'ative  fellow,  pointed  out 
that  the  company's  bonds  weren't 
covered  by  its  assets.  He  said,  'How 
can  you  touch  such  a  speculative 
stock?'  And  I  returned  to  my  desk 
a  very  chastised  young  man.  Years 
later  the  public  company  changed 
its  name  to  IBM." 

His  employer  had  brushed  aside 
IBM  when  its  common  stock  was 
valued  at  a  mere  $4  million.  Think 
of  the  millions— indeed  the  billions 
—Graham  and  his  colleagues  could 
have  made  on  that  stock.  Surely  his 
boss  was  dead  wrong,  wasn't  he? 

"He  was  wrong  about  the  stock," 
says  Graham.  "But  he  was  right  in 
terms  of  an  overall  investment  poli- 


"In  nearly  60  years 
of  observing  people 

in  the  market, 

I  have  found  their 

mixture  of  greed  and  folly 

unbeatable. 

There's  no  way  to  put 

an  end  to  it." 

—Benjamin  Graham 


cy.  Look  at  what  could  happen. 
A  man  could  buy  a  stock  like  that 
at,  say,  $40  a  share,  and  it  goes  to 
$100.  Then  people  would  say, 
'Don't  be  a  fool.  Take  the  profit. 
Trees  don't  grow  to  heaven,  etc., 
etc'  So  he  sells  out,  and  then 
spends  the  rest  of  his  life  watching 
IBM  go  up  and  up,  while  looking 
vainly  for  another  IBM.  To  make 
a  fortune  in  one  stock  you  almost 
have  to  be  an  insider.  For  mere 
traders,  there  are  very,  very  few 
IBMs.  That's  the  vital  point." 

In  seeking  new  IBMs,  he  points 
out,  the  investor  gets  away  from 
measurable  values.  "You're  intro- 
ducing factors  which  may  be  real 
but  which  are  very  difficult  to 
measure.  A  hot  stock,  like  a  hot 
stove,  should  be  handled  with 
care."  Interestingly,  Graham  is  not 
just  warning  against  the  trend  to 
play  hot  stocks  and  concept  stocks. 
That  he  regards  as  plain  damned 
foolishness.  The  trend  toward  these 
grew  out  of  a  distortion  of  the  orig- 
inal growth-stock  principle,  and  is 
beyond  the  pale  of  any  coherent  in- 
vestment philosophy.  Rather,  Gra- 


ham is  warning  of  the  dangers  in- 
volved in  paying  too  high  for  even 
the  best  of  stocks.  He's  talking 
about  the  man  who  thinks  he  is  in- 
vesting,but  actually  is  speculating. 

"Probably  the  largest  aggregate 
losses  are  suffered  by  people  who 
invest  overenthusiastically  in  a  ba- 
sically sound  company.  I  favor  com- 
panies selhng  at  about  ten  times 
average  earnings.  And  I  would  add 
that  when  the  multiplier  moves  be- 
yond, say,  35  times  earnings— even 
for  the  best  companies— I  think  the 
buyer  is  giving  hostages  to  fortune. 
That  is,  he  may  be  looking  too  far 
into  the  future  to  be  on  sound 
ground  today.  Take  the  fall  of 
IBM  from  387  to  219.  The  mar- 
ket didn't  change  its  view  of  the 
company,  nor  even  of  its  long-term 
prospects.  It  simply  lost  confidence 
in  its  own  multiplier.  But  the  fall 
was  enormous,  way  over  $10  billion 
in  market  value.  Heavy,  heavy  loss- 
es for  somebody." 

All  this  leaves  Graham  wary— as 
he  always  has  been— of  paying  too 
high  a  premium  for  a  good  record 
or  even  for  apparently  good  pros- 
pects. "There  is  vulnerability  in 
a  high  growth  rate  and  in  high 
returns  on  capital  of,  say,  15%— 
and  the  two  normally  go  together." 
For  one  thing,  such  fat  earnings 
sometimes  attract  competitors.  But 
even  more  important,  the  market 
commonly  overreacts  with  an  un- 
reasonably high  multiple. 

There  are  numerous  examples  of 
what  Graham  is  talking  about.  In 
the  mid-Fifties,  aluminum  had  high 
returns  and  was  considered  a  great 
growth  industry.  Aluminum  Co.  of 
America  sold  at  25  times  earnings. 
As  the  years  passed,  its  earnings 
continued  to  grow,  and  even  in 
depressed  1971  they  will  exceed 
the  peak  years  of  the  Fifties.  But 
the  price /earnings  ratio  has  come 
down  from  25  to  10.  People  who 
bought  Alcoa  around  100  are  sit- 
ting with  losses  of  50%  and  more 
after  15  years  of  waiting. 

What  happened  was  that  Alcoa's 
high  profitability  attracted  compe- 
tition and  overexpansion,  and  prof- 
it margins  came  down.  Its  high 
growth  and  high  rate  of  return 
proved  to  be  a  disadvantage  as 
well  as  an  advantage. 

Graham    feels    much    the    same 

way    about    spectacular    earnings 

gains.  In  recent  years  it  hasn't  been 

at  all  uncommon  for  a  company  to 

(Continued  on  page  193) 


90 


FORBES,   JANUARY    1,    1972 


Who's  Where 

within 

the 

Industry 
Groups 


It  was  a  rare  industry,  and  an  even  rarer  company,  that 
improved  both  its  profitabiUty  and  growth  last  year  over 
the  previous  year  or  over  its  five-year  average.  Before 
profitabiHty  and  profits  began  turning  up  in  the  second 
half  of  1971,  corporate  profitability  had  reached  the  lowest 
level  in  almost  a  decade. 

Perhaps  the  most  stunning  reversal  recorded  by  an  in- 
dustry in  just  12  montlis  was  in  the  nonferrous  metals  in- 
dustry. It  went  from  third  place  in  profitability  last  year, 
with  a  return  of  just  under  13%  on  ecjuity,  to  8%  in  1971 
and  22nd  place.  Tlie  steel  industry  was  still  mired  on  the 
bottom  in  profitability  with  a  lower  return  last  \ear  than 
even  the  railroads. 

One  glamour  industry,  information  processing,  came  in 
for  some  unaccustomed  lumps  last  year  as  its  profitability 
declined  significantly.  For  the  first  time  in  over  a  decade, 
its  median  profitability  was  below  the  median  for  U.S. 
industry  as  a  whole. 

Fortunately,  it  wasn't  all  gloomy.  Steady  growth  indus- 
tries like  food  and  drink  and  health  care  managed  increases 
in  profitability  over  1970.  So  did  banking  and  insurance, 
as  well  as  a  resurgent  building  materials  industry  riding 
the  housing  boom.  Businessmen  in  otlier  industries  hoped 
it  would  be  their  turn  in  1972.   ■ 
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b-Year 
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Rank          Percent 
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TOTAL  CAPITAL 

SALES  GROWTH 
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EARNING 

Rank 

S  GROWTH 

Industry 

Percent 

Percent 
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Consumer  Goods:  Personal 

1 

18.0 

2 

12.0 

14.8 

12.1 

20                  7.6 

3 

7.8 

Consumer  Goods:  Health  Care 

2 

17.2 

1 

15.0 

.  18.2 

15.0 

7                11.2 

4 

7.6 

Metals:  Nonferrous 

3 

13.9 

3 

10.9 

8.0 

6.3 

22                  6.4 

25 

-3.5 

Distribution:  Wholesalers 

4 

13.7 

7 

10.3 

11.1 

8.5 

17                  8.6 

5 

5.3 

Leisure  &  Education                 Pl^^ 

13.7 

9 

10.0 

11.4 

8.2 

14                  9.1 

10 

3.4 

Consumer  Goods:  Household 

6 

13.3 

7 

10.3 

10.9 

7.9 

21                 7.2 

22 

-0.6 

Consumer  Goods:  Food  &  Drink 

7 

12.9 

3 

10.9 

13.3 

10.1 

19                 7.7 

5 

5.3 

Multicompanies:  Conglomerates 

8 

12.8 

.16 

8.8 

10.1 

6.6 

1                 14.4 

12 

2.6 

Distribution:  Supermarkets 

9 

12.6 

11 

9.7 

9.8 

7.2 

9                10.4 

9 

3.7 

Electronics 

10 

12.4 

9 

10.0 

10.1 

7.5 

13                 9.3 

14 

1.3 

Utilities:  Natural  Gas 

10 

12.4 

25 

6.6 

12.7 

6.5 

11                 9.7 

7 

4.2 

Distribution:  Retailers 

12 

12.3 

11 

9.7 

10.9 

6.9 

10                 9.9 

12 

2.6 

Information  Processing 

13 

12.1 

5 

10.6 

7.6 

6.3 

4                12.2 

21 

-0.1 

Construction  &  Drilling 

14 

12.0 

17 

8.7 

9.7 

6.8 

2                14.2 

15 

1.1 

Energy 

15 

1L9 

13 

9.6 

10.5 

7.4 

11                  9.7 

8 

4.1 

Consumer  Goods:  Apparel 

16 

11.6 

20 

8.2 

8.5 

6.4 

8                10.8 

16 

1.1 

Finance:  Banks 

17 

11.5 

6 

10.4 

12.6 

11.4 

2                14.2 

1 

10.0 

Aerospace  &  Defense 

18 

11.3 

14 

9.2 

8.0 

5.8 

22                  6.4 

26 

-5.3 

Industrial  Equipment 

19 

11.0 

15 

9.0 

8.7 

6.8 

24                  6.3 

23 

-2.4 

Utilities:  Electric  &  Tel 

19 

11.0 

26 

5.7 

10.5 

5.4 

17                  8.6 

11 

2.8 

Insurance  &  Finance 

21 

10.2 

18 

8.4 

11.5 

9.5 

5                11.8 

2 

8.4 

Automotive 

22 

10.0 

19 

8.3 

9.7 

7.4 

24                 6.3 

24 

-3.1 

Building  Materials 

22 

10.0 

21 

7.9 

9.5 

7.5 

15                 8.8 

15 

1.2 

Forest  Products  &  Packaging 

24 

9.8 

24 

6.9 

7.2 

4.9 

15                 8.8 

19 

0.1 

Multicompanies:  Multi-Industry 

25 

9.7 

22 

7.8 

3,0 

6.5 

28                  4.5 

20 

0.0 

Chemicals                              1 

26 

9  J 

23 

7.4 

8.5 

6.1 

26                 6.2 

27 

-5.6 

Transportation:  Airlines 

27 

6.9 

29 

3.6 

def 

def 

5               11.8 

29 

— 

Transportation:  Surface 

28 

6.2 

28 

4.8 

5.6 

4.3 

26                 6.2 

18 

0.7 

Metals:  Steel 

29 

6.0 

27 

5.1 

3.9 

3.4 

29                 4.1 

28 

-14.3 

Industry  Medians                ^ 

11.9 

9.0 

9.8 

6.8 

8.8 

1.2 

Note:  Explanation  of  Yardstick  calculat 

ons  on 

page  92.         def 

-Deficit. 
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A  COMPANY  may  have  many  ways  to 
gauge  its  own  performance  against  its 
competitors'.  Which  measure  or  mea- 
sures it  chooses  often  depends  on  what 
the  incumbent  top  management  is 
trying  to  prove  to  justify  its  tenure  at 
the  helm.  Furthermore,  management 
can  often  come  up  with  an  impres- 


sive array  of  reasons  to  justify  its  in- 
abihty  to  keep  up  with  others— fac- 
tors hke  strikes,  start-up  delays,  heavy 
development  costs,  government  con- 
trols, imports  and  a  host  of  others. 

Forbes  recognizes  that  all  prob- 
lems, even  natural  disasters,  can  make 
a    difference    in   the   short   run.    But 


over  a  longer  period  of  time  such 
as  we  measure,  five  years,  these  fac- 
tors tend  to  even  out.  What  remains 
are  the  fundamentals:  how  manage- 
ment uses  its  resources  in  men  and 
money  to  prosper  and  grow.  Better- 
than-average  results  are  possible  even 
in  the  worst  of  industries. 

The*  two  Yardsticks  that  best  help 
measure  how  well  men  and  money  are 
being  used  are  Profitability— of  equity 
and  debt  capital;  and  Growth— in  sales 
and  in  earnings.  These  remain  the 
two  basic  Yardsticks  Forbes  has  used 
for  the  past  11  years.  We  think  they 
are  the  fairest  and  the  best. 

Below  is  a  detailed  explanation  of 
how  we  calculate  the  Yardsticks: 


How  the  Forbes  Yardsticks  Work 
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Avon  Products 

41.2 

1 

2 

36.6 

1 

2 

37.5 

33.2 

15.1 

9 

129 

13.0 

8 

78 

Rapid-American 

34.0 

2 

3 

10.1 

18 

264 

33.1 

6.0 

26.6 

3 

37 

3.6 

18 

296 

Melville  Shoe 

31.0 

3 

6 

23.6 

2 

10 

26.8 

22.9 

16.6 

7 

96 

15.0 

6 

62 

Kings  Dept  Stores 

23.2 

4 

24 

22.5 

3 

11 

21.5 

21.3 

11.6 

14 

233 

13.2 

7 

76 

Tandy 

19.7 

5 

62 

14.2 

5 

83 

11.7 

8.7 

48.3 

1 

8 

23.8 

2 

19 

J  C  Penney 

18.3 

6 

83 

16.8 

4 

42 

16.7 

13.2 

12.2 

13 

207 

7.6 

12 

188 

Profitability  is  the  ultimate  test  of 
management  effectiveness.  It  measures 
how  efficiently  management  is  using 
the  assets  entrusted  to  it.  This  effi- 
ciency—or the  lack  of  it— is  what 
Forbes  seeks  to  measure  with  our 
Profitability  Yardsticks. 

No  one  figure  measures  profitabili- 
ty adequately,  so  we  use  four: 

1)  Five-Year  Return  on  Equity  is 
the  average  profit  management  made 
on  stockholder  investment  over  five 
years,  a  relatively  long  period. 

2)  Latest  12-Montli  Return  on 
Equity  is  the  same  figure  for  the  most 
recent  12-month  reporting  period. 
Comparing  it  with  the  five-year  av- 
erage gives  the  recent  trend. 

3)  Five-Year  Return  on  Total  Cap- 
ital is,  like  the  first  Yardstick,  an  av- 
erage of  the  last  five  years.  But  while 
return  on  equity  is  the  profit  manage- 
ment made  on  stockholders'  invest- 
ment, this  figure  is  tlie  profit  made 
on  total  capital— stockholders'  invest- 
ment and  debt.  Since  debt  is  merely 
a  financial  strategy  for  leveraging  re- 
turn on  ecjuity  with  tax-deductible 
borrowed  money,  many  regard  the  re- 
turn-on-capital figure  as  a  better  mea- 
sure of  operating  management. 

4)  A  new  measure  added  this  year 
is  the  Latest  12-Month  Return  on 
Total  Capital.  This  is  tlie  same  figure 
for  file  most  recent  12-ni()nth  report- 
ing period.  Comparing  it  \\  illi  tlie  five- 


year  average  gives  the  latest  trend. 
Here's  how  the  Yardsticks  are  cal- 
culated. At  the  end  of  1970  Rapid- 
American's  common  stockholder  eq- 
uity—which assumes  that  all  converti- 
ble preferred  stock  is  converted  into 
common- totaled  $63.9  million  or 
$8.15  a  share.  For  the  last  quarter  of 

1970  and  the  first  three  quarters  of 

1971  it  reported  primary  earnings  per 
share  of  $2.70,  before  deducting  ex- 
traordinary items.  Its  latest  12-month 
return  on  equity,  therefore,  is  $2.70 
divided  by  $8.15,  which  is  33.1%. 

The  five-year  figure  of  34%  is  com- 
puted by  averaging  the  latest  12- 
month  figure  with  those  for  the  pre- 
ceding four  fiscal  years. 

However,  Rapid-American's  five- 
year  return  on  total  capital  is  only 
10.1%.  This  is  because  R-A  is  a  highly 
leveraged  company  with  $867  million 
in  long-term  debt.  By  adding  this  debt 
to  equity  and  including  unamortized 
debt  expense,  deferred  taxes  and  mi- 
nority interest,  we  get  total  capital  of 
$1.3  billion.  To  figure  earnings  on  this 
capital,  we  added  the  following  to  the 
reported  earnings:  $25  million  for  mi- 
nority interests  plus  $35  million  in 
estimated  after-tax  interest  costs  of 
long-temi  debt.  Adding  all  this  up, 
R-A  shows  a  profit  on  its  $1.3-billion 
total  capital  of  $79  million,  which 
figures  out  to  a  return  of  6%  for  the 
latest  12  months  and  an  average  of 


10.1%  for  the  last  five  years. 

Growth  is  perhaps  equally  important 
to  the  investor. 

For  example,  Rapid-American  is 
more  profitable  in  terms  of  return  on 
equity  than  Melville  Shoe.  But  look  at 
R-A's  five-year  earnings  trend:  It 
shows  a  modest  growth  rate  of  3.6% 
compared  with  Melville's  15%  growth 
rate.  Furthermore,  Melville  Shoe  pur- 
chased far  less  of  its  earnings  growth 
with  debt;  which  means  that  Melville 
is  still  in  position  to  get  it,  if  that 
should  ever  be  necessary. 

The  Forbes  Growth  Yardsticks  are 
five-year  annual  compounded  rates. 
Avon  Products,  for  example,  had  sales 
of  $830  million  for  the  12-month  peri- 
od ended  last  September.  Its  sales  over 
a  three-year  base  period  from  1965 
through  1967  averaged  $412  million. 
Taking  the  latest  12-months  vs.  the 
base  period  gives  a  five-year  annual 
compounded  growth  rate  of  15.1%. 

Earnings  growth  is  computed  the 
same  way,  except  that  reported  earn- 
ings per  .share  are  used  instead  of 
sales.  Extraordinary  gains  and  losses 
are  not  included  in  earnings.  Also, 
base  figures  are  generally  not  restated 
because  of  mergers  or  acquisitions. 
Keep  this  firmly  in  mind  when  it 
comes  to  analyzing  an  acquisition- 
oriented  company  whose  growth  looks 
spectacular.   ■ 
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Finance 


Tired  of  gloomy  stories 

about  ailing  industries? 

Here's  a  bright  note: 

The  money  moguls  have 

rarely  had  it  so  good. 


Unlike,  say,  steels  or  chemicals  or 
electronics,  the  money  business  is  a 
flexible  business:  You  can  move  the 
cash  where  the  opportunities  are,  shift 
it  from  where  they  aren't.  You  can't 
do  this  with  a  factory.  Perhaps  that 
is  why  the  banks,  for  example,  have 
done  so  well  amid  the  shifting  indus- 
trial currents  of  the  past  half-decade. 
In  earnings  growth,  for  the  second 
straight  year,  the  banks  led  the  29  in- 
dustries in  Forbes'  Annual  Report. 
The  average  bank's  earnings  have  in- 
creased 10%  a  year  since  1966,  com- 
pared with  an  average  growth  of  just 
\.2%  for  all  industries  surveyed.  Look 
at  the  record: 

•  Over  the  last  20  years,  banks'  per- 
share  earnings  have  grown  twice  as 
fast  as  the  earnings  of  the  Standard 
&  Poor's  425  industrials. 

•  For  many  banks,  1971  was  an- 
other record  year.  Well  over  half  of 
the  22  banks  surveyed  achieved  high- 
er returns  on  equity  during  the  latest 
12  months,  as  compared  both  with 
their  last  year's  results  and  their  five- 
year  averages. 

•  Meanwhile,  insurance  and  finan- 
cial    service     companies— the     banks' 


sister  businesses— are  No.  Two  in  earn- 
ings growth,  with  an  annual  8.4%  in- 
crease during  the  last  five  years. 

•  The  24  insurance  companies  sur- 
veyed did  especially  well.  Only  two  of 
them— Combined  Insurance  and  Con- 
necticut General  Insurance— failed  to 
at  least  match  their  five-year  returns 
on  equity  during  the  latest  12  months. 

So,  here's  a  change  of  pace.  This 
issue  is  crammed  with  articles  about 
industries  that  have  been  crippled  by 
inflation,  price  freezes,  Nixonomics 
and  Meanyantics.  But  finance  stands 
out  hke  a  Playboy  Bunny  among  spin- 
sters. How  come?  Because  some  big 
lenders— particularly  the  finance  com- 
panies-enjoyed wider  profit  margins 
in  1971,  primarily  because  their  cost 
of  funds  (the  price  at  which  they  ac- 
quire their  money  from  other  lenders 
like  banks  or  corporations)  declined 
faster  than  the  yields  on  their  assets. 
The  result:  a  wider  profit  margin.  Life 
insurance  companies  showed  a  new 
aggressiveness.  Fire  and  casualty  in- 
surers staged  an  extraordinary  turn- 
around as  auto  accidents  leveled  off^. 
If  several  financial  diversified  service 
companies,     such     as     Transamerica 
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19 

86 
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14.2 

10.0 
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Bank  showmanship,  bor- 
rowed from  fhe  splashy  tradi- 
tion of  fhe  savings  &  loan  asso- 
ciations, shows  no  sign  of  slow- 
ing down  in  California.  The  Im- 
perial Bank  of  Los  Angeles  has 
tossed  $3,000  from  the  sky,  run 
nighttime  carnivals  and  staged 
parades  of  tellers  in  hot  pants. 


Corp.  and  Control  Data,  seemed  in 
the  doldrums,  it  was  largely  because 
of  their  nonfinancial  divisions. 

To  measure  which  companies  did 
best,  let's  analyze  finance,  sector  by 
sector,  begining  with  banks. 

The  Top  Performers 

Some  leading  money-center  banks 
—chiefly  the  New  York-based  giants 
that  lend  to  the  world's  largest  cor- 
porations—seem to  have  had  it  easier 
than  their  country  cousins,  the  region- 
al banks.  Though  the  prime  rate  (the 
interest  rate  they  charge  their  best 
customers)  has  fallen  from  8.5%  to 
around  5.2.5%  since  mid-1969,  the 
price  the  big  banks  must  pay  to  secure 
their  funds  has  dropped  just  as  fast. 
Also,  the  big  banks  have  been  able  to 
counter  some  sluggish  U.S.  borrowing 
with  added  profits  from  both  their 
nonbank  subsidiaries  and  their  inter- 
national operations. 

For  example.  First  National  City 
Bank's  international  arm  contributed 
around  40%  of  its  record  nine-month 
operating  income  of  $2.23  a  share, 
up  19%  from  the  like  1970  period.  And 
its  Advance  Mortgage  subsidiary,  ac- 
quired last  year,  added  the  icing  to 
the  cake.  Similar  factors  enabled 
Chase  Manhattan  to  post  record  nine- 
month  operating  income  of  $3.41  a 
share,  up  9.8%  from  the  same  1970 
period,  despite  a  5.5%  decline  in  loan 
receipts. 

But  not  all  the  banks  prospered  by 
lending  wholesale  (to  the  big  corpo- 
rations) while  loan  demand  softened. 
"Lending  wholesale  is  nonnally  very 
competitive,"  says  Salomon  Bros.'  War- 
ren R.  Marcus,  "and  especially  so  in 
a  year  like  1971."  J.P.  Morgan  &  Co. 
again  proved  why  it  is  considered  the 
world's  finest  wholesale  bank  by  in- 
creasing its  nine-month  operating  net 
11.4%  to  $4.44  per  share.  But  others 
of  its  ilk,  notably  Pittsburgh's  Mellon 
National  Bank  &  Trust  and  Charter 
New  York  Corp.  (which  owns  New 
York's  Irving  Trust),  suffered  through 
subpar  years. 

This  year,  1972,  should  be  even 
better  for  the  money-center  banks,  es- 
pecially if  interest  rates  stabilize  and 
corporate  borrowing  picks  up  again. 
However,  there  is  a  remote  though 
plausible  danger  that  if  the  economy 
rebounds  too  sharply  and  Nixonomics 
falls  apart,  the  banks  will  be  caught 
in  a  cash  bind  as  severe  as  the  1969 
liquidity  crisis.  "Nobody  wants  to  talk 
about  that,"  says  Salomon's  Marcus. 
"It's  too  frightening." 

The  regional  banks,  which  have 
large  passbook  savings  and  lend  to 
families  and  local  businesses,  enjoyed 
another  solid  year.  Some  reported 
slightly  lower  earnings,  but  that  was 
largely  because  their  1970  results  were 


so  good.  Basically,  regionals  do  best 
when  interest  rates  are  climbing.  Be- 
tween 1965  and  1970,  as  the  prime 
ra'fe  climbed  from  5%  to  8.5%,  the 
interest  the  regionals  paid  out  on  their 
massive  passbook  savings  merely  in- 
creased from  4%  to  4.5%.  Now,  though 
most  regional  loans  carry  rates  above 
the  prime,"  the  banks'  margins  have 
narrowed  as  the  prime  fell  around 
three  percentage  points,  while  pass- 
book rates  dropped  briefly  by  only 
0.5%  and  then  bounced  right  up  again. 

The  key  to  regional  banking  is 
location.  If  the  bank  is  in  a  booming 
area,  particularly  one  with  increasing 
per-capita  income,  it  should  prosper. 
That's  the  secret  behind  the  success  of 
such  regionals  as  First  Bank  System 
Inc.  and  the  Northwest  Bancorpora- 
tion,  both  located  in  North  Central 
states  like  Wisconsin  and  Minnesota. 

But  prosperity  brings  problems  too. 
As  regional  corporations  grow  up  they 
demand  big-time  banking  services.  So 
one  by  one  the  larger  regionals  are 
being  forced  to  take  on  the  trappings 
and  troubles  of  money-center  opera- 
tions—ready or  not.  Take  the  Western 
Bancorporation,  a  solid  regional  with 
23  banks  in  11  states  and  total  as- 
sets of  $12.3  billion.  In  1970  its  58%- 
owned  Swiss  bank  lost  more  than  $19 
million,  or  84  cents  a  share,  through 
unauthorized  speculation  in  commod- 
ity futures.  Now  certain  shareholders 
are  suing  Western  over  the  losses, 
seeking  more  than  $221  million  in 
damages.  The  moral  is:  It's  easier 
to  go  across  town  for  business  than 
across  oceans. 

The  other  big  lenders,  the  finance 
companies,  face  increasing  competi- 
tion from  commercial  banks,  depart- 
ment stores  and  what-have-you.  Yet 
they  remain  strongly  profitable,  at 
least  partly  because  consumer  bor- 
rowing began  expanding  at  mid-year, 
while  the  lenders'  money  costs  con- 
tinued to  drop.  CIT  Financial  Corp., 
one  of  the  largest,  reported  a  23% 
earnings  increase  for  the  first  nine 
months  of  1971  to  $.55  million,  or 
$2.66  a  share.  Its  own  interest  expens- 
es, meanwhile,  declined  $27.2  million 
because  of  lower  rates. 

Iitsured  Profits 

The  insurance  companies  right 
across  the  board— from  all-lines  to  life 
to  casualty  underwriters— had  a  great 
year.  For  the  casualty  firms,  it  was  a 
major  turnaround.  Their  stocks  have 
risen  about  90%  from  early  1970,  and 
some  even  tripled.  But  for  the  all-lines 
and  life  companies,  it  was  the  climax 
of  a  steady,  long-term  improvement. 
Their  stocks  went  up  roughly  35% 
in  1971. 

New  life  insurance  purchases  in- 
creased around  10%,  a  rate  that  could 
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be  surpassed  in  coming  >ears  as  1) 
more  young  families  are  formed,  2)  in- 
comes increase  and  3)  the  life  compa- 
nies continue  to  add  new  products, 
like  supplemental  medical  policies, 
variable  annuities  and  mutual  funds. 
Also,  the  big  life  and  all-lines  compa- 
nies seem  generally  more  aggressive. 
Travelers  Corp.,  for  instance,  is  team- 
ing up  with  Walston  &  Co.,  the  big 
Wall  Street  brokerage  house.  Accord- 
ing to  plans,  after  training  by  Travel- 
ers, all  of  Walston's  1,600-odd  secur- 
ity salesmen  will  start  selling  the  in- 
surer's life  policies.  Also,  the  brokers 
may  begin  selling  Travelers'  mutual 
funds  to  their  regular  customers.   In 


the  same  vein,  Citibank  is  now  sell- 
ing Connecticut  General's  term  insur- 
ance to  certain  of  its  passbook  savers. 
While  demand  for  life  insurance 
remained  solid  last  year,  profits  in- 
creased nicely.  Next  year  looks  equally 
promising.  Operating  costs  have  lev- 
eled, and  fewer  policyholders  are  si- 
phoning off  investment  dollars  by 
borrowing  against  theii-  insurance. 
What's  more,  because  of  thei  rslow 
investment  turnover,  the  big  insurers 
are  still  getting  outdated  yields,  av- 
eraging a  relatively  low  5.4%.  But 
from  now  on,  as  they  roll  over  their 
funds  into  newer  investments,  their 
incomes  should  shoot  up. 


There  are,  however,  at  least  two 
clouds  overhead.  First,  insurance  com- 
pany bookkeeping  is  a  mess.  The  con- 
servative ("statutory")  profit-and-loss 
statements  that  state  regulators  de- 
mand tend  to  penalize  the  companies 
writing  the  most  new  policies.  So 
many  companies  have  begun  report- 
ing "adjusted"  (and  dramatically  in- 
creased) earnings.  Others  are  fighting 
the  trend  to  "adjusted"  bookkeeping 
because  they  are  afraid  the  Internal 
Revenue  Service  will  gobble  up 
through  back  taxes  the  new  windfall 
profits  they  report.  All  this  leaves  in- 
vestors without  a  reliable  yardstick  to 
measure  insurers'  profitability  beyond 
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14.2 

9 

211 

14.2 

5 

82 

14.7 

14.7 

5.1 

39 

594 

6.6 

26 

213 

Leasco  Corp 

13.8t 

10 

234 

8.6t 

18 

356 

17.6 

13.8 

12.2 

17 

206 

8.6 

20 

161 

GAC 

13.2 

11 

264 

•• 

0.8 

0.8 

34.7 

3 

21 

-35.2 

40 

655 

CIT  Financial 

13.0 

12 

271 

5.2 

34 

622 

12.0 

5.6 

5.2 

38 

590 

6.0 

29 

228 

American  Express 

12.9 

13 

279 

11.1 

10 

199 

15.5 

6.7 

11.4 

23 

243 

17.0 

8 

45 

Southwestern  Life 

12.2 

14 

322 

12.2 

8 

145 

13.8 

13.8 

8.8 

32 

370 

7.4 

24 

192 

Provident  Life 

11.7 

15 

343 

11.7 

9 

167 

12.2 

12.2 

11.9 

19 

215 

10.5 

18 

120 

Genrt  Reinsurance 

10.9 

16 

393 

10.9 

11 

219 

14.0 

14.0 

14.7 

14 

136 

22.1 

5 

23 

Amer  Investment 

10.5 

17 

418 

4.3 

36 

653 

7.9 

3.6 

10.3 

27 

295 

-9.6 

37 

568 

Avco 

10.3 

18 

425 

6.5t 

26 

506 

3.9 

3.9 

10.4 

26 

290 

-19.6 

39 

619 

National  General 

10.3 

19 

427 

5.5 

33 

594 

8.1 

4.3 

51.5 

1 

6 

25.3 

2 

15 

NLT 

10.2 

20 

431 

10.2. 

12 

252 

10.6 

10.6 

6.1 

36 

547 

4.8 

32 

265 

Lincoln  National 

9.9 

21 

451 

9.9 

13 

272 

10.7 

10.7 

17.2 

7 

88 

5.4 

31 

249 

Jefferson-Pilot  Corp 

9.3 

22 

481 

9.2 

14 

316 

9.5 

9.5 

7.6 

34 

451 

7.0 

25 

202 

Safeco 

9.2 

23 

490 

9.1 

15 

324 

13.1 

13.1 

11.7 

21 

227 

15.1 

10 

60 

St  Paul  Companies 

%a 

24 

503 

8.9 

16 

338 

12.4 

12.4 

13.5 

16 

162 

15.2 

9 

57 

American  General  Ins 

8.7 

25 

520 

8.7 

17 

352 

9.6 

9.6 

16.4 

8 

98 

7.9 

23 

179    ,, 

Transamerica 

8.5 

26 

532 

7.2 

22 

441 

6.7 

3.1 

11.9 

20 

218 

-2.7 

35 

470 

Connecticut  General 

8.2 

27 

546 

8.2 

19 

373 

6.5 

6.5 

10.7 

24 

276 

-1.6 

34 

451 

CNA  Financial 

7.9 

28 

562 

7.9 

20 

400 

9.5 

9.5 

8.9 

31 

362 

9.9 

19 

136      , 

Chubb 

7.3 

29 

589 

7.3 

21 

434 

9.2 

9.2 

16.3 

9 

101 

10.6 

17 

118     3 

Aetna  Life  &  Caslty 

7.1 

30 

601 

7.1 

24 

449 

13.7 

13.5 

10.4 

25 

285 

14.6 

11 

65     > 

Federal  Natl  Mortge 

6.8 

31 

614 

*» 

11.9 

0.0 

44.8 

2 

12 

23.2 

4 

21 

U  S  Fidelity  &  Guar 

6.6 

32 

619 

6.5 

25 

495 

7.7 

7.7 

10.0 

28 

307 

8.1 

11 

175    i 

American  Nat  Ins 

6.4 

33 

625 

6.4 

27 

511 

6.5 

6.5 

4.6 

40 

614 

-4.9 

36 

511      ? 

INA 

62 

34 

632 

6.2 

29 

527 

11.0 

11.0 

9.6 

29 

328 

19.3 

7 

32 

Travelers 

5J 

35 

645 

5.9 

30 

557 

6.8 

6.6 

9.3 

30 

343 

0.0 

33 

412 

Crum  &  Forster 

5.8 

36 

650 

5.8 

31 

563 

7.8 

7.7 

19.7 

4 

55 

13.5 

13 

73 

Continental  Corp 

5.6 

37 

654 

5.5 

32 

590 

7.5 

7.1 

14.0tt 

15 

148 

12.9 

14 

80 

Great  West  Finan 

5.0t 

38 

667 

«e 

10.1 

9.0 

8.1M 

33 

408 

66.4tt 

.    1 

1 

Control  Data 

4.7t 

39 

673 

4.7t 

35 

644 

2.5 

2.5 

11.6 

22 

231 

-16.0 

38 

611 

American  IntI  Group 

«a 

** 

15.6 

1.5.6 

16.0 

10 

102 

24.7 

3 

17 

Industry  Medians 

10.2 

8.4 

n.5 

9.5 

11.8 

8.4 

Note:  Explanation  of  Yardstick  calc 

ulations  on 

page  92. 

tThree-year  average.        tFour- 

/ear  average. 

ttFour 

■year  growth.        *" 

Not  available; 

not  ranked. 
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the  "statutory"  numbers  which,  as 
noted  above,  often  have  the  effect  of 
penalizing  the  fastest-growing  com- 
panies. The  accountants  and  some  in- 
surance executives  say  they  will  get 
this  straightened  out  this  year.  But 
that  is  what  they  said  last  year,  too. 

And  .second,  several  major  life  and 
all-line  companies  have  yet  to  prove 
they  can  make  a  buck  in  the  burgeon- 
ing group-health  field.  Connecticut 
General  had  a  very  painful  ex- 
perience, losing  $35  million  in  1970 
and  another  $17  million  in  1971. 
Other  big  losers  included  Travelers, 
CNA  Financial  Corp.  and  Lincoln  Na- 
tional. By  contrast,  INA  Corp.  actual- 
ly made  several  million  dollars  on  such 
coverage,  despite  soaring  medical 
costs,  heavy  claims  and  all  the  other 
group-health  headaches. 

Safely  Pays 

While  life  earnings  moved  up 
smoothly  last  year,  profits  at  a  number 
of  casualty  companies  doubled  and 
tripled.  Traditionally,  these  companies 
bounce  up  and  down,  depending  on 
whether  their  region  is  hit  with  a  lot 
of  auto  accidents,  a  crime  wave  or  a 
tidal  wave.  But  last  year  virtually  all 
the  companies  bounced  up  and  up. 
According  to  Shearson,  Hammill  & 
Co.,  stock  insurers  lost  $1.4  billion  on 
property  liability  underwriting  be- 
tween 1960  and  1969.  Suddenly  last 
year,  12  representative  companies, 
which  account  for  25%  of  the  industry, 
posted  "statutory"  undei"writing  earn- 
ings of  $50  million  compared  with  a 
1970  loss  of  $105  million. 

Why?  Like  the  life  companies,  they, 
too,  are  cutting  costs  through  compu- 
terization and  increasing  profits  by 
rolling  over  their  investments.  More 
basic,  they  won  sharply  increased  rate 
hikes  before  the  President's  freeze 
came  along.  All  that  helped.  But  most 
important  of  all,  in  1971  there  were  no 
major  hurricanes  or  serious  storms. 
Also,  for  the  second  straight  year, 
losses  from  auto  accidents  remained 
level  after  at  least  six  years  of  increas- 
es. The  best  guess  is  that  people  sim- 
ply drive  their  cars  less  when  the 
economy  is  bad;  but  safety  belts,  driv- 
ing classes  and  drunk  driving  ad  cam- 
paigns also  may  have  finally  started 
saving  lives  and  limbs. 

The  result  is  that  almost  any  com- 
pany with  si/.al)l('  casualtv'  underwrit- 
ing will  show  big  earnings  gains  for 
1971.  Government  Employees  Insur- 
ance Co.,  which  wriles  auto  coverage 
almost  exclusively,  had  another  record 
year  with  estimated  profits  of  $2.90 
per  share,  up  57'l  from  1970.  Accord- 
ing to  Donald  Franz  Jr.  of  New  York's 
Middcndorf,  Colgate  &  Co.,  Aetna 
Life  &  Casualty  Co.'s  property  liability 
coverage  earned  $53.5  million  pretax 


Inflation  hurts  fire  &  casualty 
firms  more  than  catastrophes 
do.  Why?  Because  they  have 
to  pay  inflated  settlements  but 
find  it  difficult  to  raise  rates. 


in  the  first  nine  months  of  1971  vs. 
$20.5  million  in  1970;  CNA  Finan- 
cial's coverage  earned  $45.3  million 
pretax  vs.  $22.9  million,  and  Safeco 
earned  $36.1  million  vs.  $23.4  million. 
And  so  it  went.  But  will  it  last? 
That  nobody  knows. 

>  Into  the  Grab  Bag 

That  leaves  an  assortment  of  di- 
versified service  companies,  ranging 
from  Sears,  Roebuck  to  Transamerica. 
By  and  large,  these  companies'  finan- 
cial subsidiaries  outperformed  the  rest 
of  their  businesses. 

A  case  in  point  is  Avco  Corp.  Only 
five  years  ago  Avco  was  largely  a  de- 
fense contractor,  manufacturing  many 
NASA  re-entiy  vehicles  and  the  ma- 
jority of  army  helicopter  engines  in 
Vietnam.  That  was  a  profitable  busi- 
ness. But  Avco  management  was  ner- 
vous about  having  all  its  bets  on  de- 
fense, so  it  acquired  the  Paul  Revere 
Life  Insurance  group,  the  Seaboard 
Finance  consumer  loan  chain,  another 
loan  company  in  Canada  and  other 
consumer-type  companies. 

The  gambit  has  paid  off— up  to  a 
point.  Today  Avco  is  making  profits 
largely  because  of  the  money  busi- 
ness. For  the  nine  months  of  1971, 
before  interest  expenses  on  corporate 
borrowings,  Avco's  consumer  finance 
operation  earned  $16.9  million;  in- 
surance made  $5.3  million;  commer- 
cial manufacturing  (including  farm 
equipment)  earned  $5.3  million  and 
motion  pictures  and  real  estate  made 
another  $1.7  million.  Its  defense  sub- 
sidiaries earned  $4.6  million,  or  mere- 
ly 12%  of  the  $33.8  million  total. 
After  allocating  interest  expenses, 
Avco  netted  $19.9  million  from  all  its 
divisions.  So  Avco  is  still  profitable. 
But  it  isn't  the  kind  of  supciprofitable 
company  it  once  was. 

For  the  full  year  1971,  Avco  will 
earn  an  estimated  $1  a  share  (give 
or  take  a  few  cents),  after  paying 
52  cents  a  share  interest  on  about 
$210  million  borrowed  largely  to 
acquire  its  finance  arms.  Only  five 
years  ago,  when  Avco  was  largely  a 
defense  manufacturer,  it  earned  $2.30 
per  share,  or  more  than  twice  as  much 
as  it  is  making  now. 

And  that's  the  rub  about  the  finance 
business.  Finance  makes  a  steady 
buck,  but  it  seldom  makes  a  spectacu- 
lar one.  You  can  pore  over  the  62  com- 
panies listed  on  pages  93  and  95  and 
you  won't  find  a  Xerox  or  a  Polaroid 
or  even  a  Disney  among  them.  What 
you  will  find  are  dependable  earners, 
10%  a  year.  Not  long  ago  investors 
sneered  at  numbers  like  that.  But  not 
today.  In  1971,  and  in  1970  as  well, 
chances  are  you  would  have  done  bet- 
ter with  two  bucks  on  a  bank  than 
with  three  on  most  other  industries.  ■ 


96 


FORBES,   JANUARY   1,    1972 


^^0^- 


^    Your 
grand&ther 
would  have 
fired  us  as  his 
pension  fimd 
manager. 


In  today's  "what  have  you  done  for  me  lately" 
world  of  pension  fund  management,  you 
don't  do  things  the  way  grandfather  did  —  and 
expect  to  keep  the  business. 

That's  one  of  the  reasons  Manufacturers 
Hanover  has  built  an  aggressive  team  of 
investment  managers.  Men  who  are  up-to-date  and 
forward-looking.  Professionals  who  have  set 
an  impre.ssive  record  in  investment  productivity. 
Behind  this  modern  team  is  an  organization 
that  stresses  investment  research  in  depth, 
uses  the  latest  computer  technology,  and 
applies  a  whole  generation  of  experienced, 
effective  administration. 
We'd  like  to  show  you  some  of  the  things  we're 
doing  — and  some  that  we're  going  to  do.  Your 
grandfather  might  have  disapproved  — but  his 
grandchildren  will  understand. 


Manufacturers  Hanover 
is  doing  great  things 
wMk  pension  funds. 


Employee  ' 


3t  Department— 350  Park  Avenue,  New  York  10022 
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North  American  Rockwell -wher 


The  people  who  helped  put  men  on  the  moon 
are  working  on  problems  closer  to  home. 

At  North  American  Rockwell,  we're  a  science- 
oriented  company— prime  contractor  for  Apollo 
and  deep  into  advanced  space  research.  But  at 
the  same  time,  we're  today-oriented.  Putting 
science  and  its  promise  for  the  future  to  work 
right  now. 

Our  aerospace  engineers  work  with  our 
Industrial  Products  Group.  They've  developed  a 
new  kind  of  knitting  machine.  It  can  change 


patterns  faster  than  you  can  change 
sweaters. 

People  from  our  Electronics 
Group  are  teamed  with  our 
Automotive  people  to  develop 
Skid-Trol®,  a  computer-controlled 
anti-skid  device  for  heavy-duty  trucks. 

They're  working  with  our  MGD 
Graphic  Systems  division,  too.  One  result  is 
our  new  Goss  Mark  V  press— today's  most 
advanced  newspaper  printing  machine. 


cience  gets  down  to  business. 


h 


nk  flow  is  computer-controlled  from  one 
central  location. 

See  those  tiny  chips  in  the  man's  hand? 
They're  microelectronic  circuits- 
each  one  contains  6,244  transis- 
tors. Today  these  sophisti- 
cated circuits  are  busy 
doing  many  jobs. 
In  electronic 
calculators 
that  fit  in 


your  hand.  In  minicomputers  and  in  multi- 
plexing systems.  Right  now,  we're  the  world's 
largest  producer  of  these  micro-circuits. 

Science.  To  a  lot  of  people,  it  means  men  in 
white  coats— a  promise  of  problems  solved 
someday.  Someday.  At  North  American 
Rockwell  we  put  science  in  work  clothes 
every  day.  Including  today. 

For  a  copy  of  our  Annual  Report,  write  North 
American  Rockwell,  Dept.  815,  Fifth  Avenue  and 
Wood  Street,  Pittsburgh,  Pa.  15222. 


THE  TIE  THAT  BINDS. 


It  isn't  hard  to  fall  head 
over  heels  in  love  with  the  idea 
of  owning  something  special. 

Like  a  shiny  new  20,000 
gallon  tank  car. 

But  that  kind  of  an  affair 
has  its  drawbacks. 

For  one  thing,  it  can  cost 


you  a  good  deal  of  your  freedom. 

You'll  find  you've  got 
more  and  more  precious  capital 
tied  up  in  those  cars.  You'll  find 
that  money  has  a  way  of 
disappearing  into  the  repair  shop 
and  never  coming  out  again. 

And  you'll  find  it's  only  a  • 
matter  of  a  few  years  before 
something  newer  and  better 
catches  your  eye,  and  there  you 
are,  stuck  with  last  year's 
model. 

next  time  you're 


thinking  of  getting  hitched  to  a 
piece  of  major  capital  equipment,  - 
like  a  tank  car,  or  a  ship,  or  a 
storage  terminal,  or  an  airplane, 
wie  hope  you'll  think  of  us. 

Leasing  your  20,000  gallon 
tank  car  from  us  may  not  be 
quite  the  same  as  having  your  very 
own  true  love. 

But  there's  no  need  to 
worry. 

In  this  case,  there  are 
7,436  more  exactly  like  her, 
all  yours  for  the  asking.  -^ 


GATX 


General  American  Transportation  Corporation,  ChicaKO  60680 


Metals 


From 

sunny  optimism 

to  deep  gloom 

in  a  single 

12  months. 


NONFERROUS  metal  stocks  as  an  in- 
flation hedge?  That  was  1968's  new 
concept  to  help  investors  escape  the 
ravages  of  inflation.  Deflation?  A 
thing  of  the  past.  Behind  each  share 
would  be  metallic  assets  of  intrinsic 
value  while  the  paper  purchasing 
power  of  mere  money,  earning  a  tri- 
fling 5%  or  6%  in  the  savings  bank, 
would  shrink  and  shrink  and  shrink. 

Yet  as  the  dismal  results  on  the 
Yardsticks  show,  metals  have  not  been 
a  hedge  against  anything.  In  1971  the 
metals  stocks  plunged  through  the 
floor:  Inco,  down  about  40%  from 
1970,  Alcoa,  oft  47%  and  Kennecott, 
down  65%.  In  the  latest  12  months, 
nearly  every  non  ferrous  metal  com- 
pany had  a  return  on  equity  that  was 
well  below  its  five-year  average.  The 
steel  industry,  ditto. 

The  more  precious  the  metal,  the 
more  serious  the  problem.  Platinum 
and  titanium  prices  declined  even 
more  than  lead  or  zinc.  Silver  finally 
did  become  a  crown  of  thorns  pushed 
down,  not  on  the  brow  of  labor,  but 
of  speculators.  After  touching  a  rec- 
ord $2.56  per  ounce  in  1968,  silver 
now  sells  close  to  $1.25,  the  price  at 
which  the  U.S.  Treasury  is  committed 
to  buy  it.  Those  who  bought  silver  to 


hedge  against  inflation  found  them- 
selves with  heavy  losses.  Few  made 
any  money  except  the  commodity 
brokers  and  a  very  few  nimble  traders. 

In  many  commodities,  such  as  sul- 
phur and  nonferrous  metals,  1971 
wasn't  simply  an  off  year  but  a  di- 
saster: a  tidal  wave  of  recession- 
shrunken  demand,  expanded  capac- 
ity, weak  prices,  strikes,  soaring  la- 
bor costs  and  expropriation  without 
compensation. 

So  much  for  the  hedge  against  in- 
flation. How  could  so  many  econo- 
mists and  so  much  of  Wall  Street  be 
so  totally  wrong?  It  was  an  old  story. 
In  the  euphoria  of  the  present,  they 
forgot  the  past. 

The  history  of  the  metals  indus- 
tries had  always  been  one  of  wide 
price  fluctuations,  fluctuations  out  of 
all  scale  to  changes  in  demand.  But 
looking  ahead  to  1968,  they  could  see 
only  rising  demand  and  stable  prices. 

Were  predictions  wrong  of  a  long- 
range  growth  in  demand?  Not  at  all. 
But  it's  little  help  to  be  right  in  the 
long  run  if  you  get  wiped  out  in  the 
short  run.  And  that  always  has  been 
and  may  always  be  the  case  in  the 
metals  business. 

Metal   by   metal,    the   situation    is 
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Industry 

Companies 

Percent 
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Texas  Gulf  Sulphur 

21.1 

1 

45 

13.2 

6 

105 

6.3 

5.3 

11.6 

4 

231 

-5.4 

13 

521 

Diversified  Inds 

203 

2 

50 

16.6* 

1 

47 

3.9 

3.8 

32.7 

1 

25 

-13.9 

18 

601 

EjigelhdMin&Chem 

18.5 

3 

81 

13.2 

5 

104 

12.3 

10.6 

8.6 

8 

387 

3.6 

3 

295 

Essex  International 

18.2 

4 

84 

15.0 

2 

66 

13.1 

9.5 

11.2 

5 

254 

2.1 

4 

345 

Howmet 

17.1 

5 

103 

9.9 

14 

272 

14.0 

6.3 

12.3 

3 

203 

1.4 

6 

368 

International  Nickel 

15^ 

6 

137 

13.4 

4 

98 

12.5 

9.8 

5.0 

15 

602 

-0.2 

9 

418 

Cyprus  Mines 

15.1 

7 

171 

12.8 

8 

115 

14.9 

10.5 

17.6 

2 

83 

12.1 

2 

90 

General  Cable 

14.8 

8 

186 

12.4 

10 

135 

13.0 

10.3 

0.5 

20 

691 

-9.1 

15 

563 

Newmont  Mining 

14.4 

9 

197 

14.4 

3 

76 

15.5 

13.4 

2.8 

17 

655 

21.6 

1 

25 

Amer  Smelt  &  Ref 

142 

10 

211 

12.8 

9 

118 

6.9 

6.3 

2.1 

19 

672 

-6.5 

14 

534 

Amer  Metal  Climax 

14.0 

11 

223 

10.2 

13 

254 

10.0 

7.3 

8.7 

7 

381 

-2.0 

10 

459 

Phelps  Dodge 

13.8 

12 

232 

13.1 

7 

108 

11.1 

10.3 

6.4 

11 

516 

1.9 

5 

355 

Commercial  Metals 

12.7 

13 

290 

11.1 

11 

203 

5.0 

5.5 

7.9 

10 

434 

-10.7 

17 

579 

Kennecott  Copper 

12.2 

14 

317 

10.6 

12 

236 

8.7 

7.4 

10.4 

6 

289 

0.1 

8 

411 

Scovill  Mfg 

11.6 

15 

347 

9.3 

15 

312 

10.5 

7.0 

6.2 

13 

544 

0.3 

7 

406 

Kaiser  Alum  &Chem 

9.9 

16 

452 

5.8 

18 

560 

5.3 

3.7 

4.5 

16 

615 

-10.2 

16 

573 

Alum  Co  America 

9.8 

17 

454 

6.4 

17 

515 

6.5 

4.5 

2.1 

18 

667 

-3.6 

12 

486 

Alcan  Aluminium 

9.4 

18 

477 

5.6 

20 

583 

7.3 

4.7 

8.1 

9 

413 

-3.3 

11 

479 

Cerro 

8.7 

19 

517 

8.4 

16 

364 

2.1 

2.1 

5.3 

14 

582 

-29.8 

21 

646 

Revere  Copper 

8.6 
6.4 

20 
21 

529 
623 

5.5 
5.8 

21 

590 

3.7 

3.2 

-0.1 

21 

699 

-20.0 

19 

621 

Anaconda 

18 

560 

def. 

def. 

-2.9 

22 

711 

P-D 

22 

664 

Reynolds  Metals 

6.2 

22 

630- 

4.1 

22 

661 

1.9 

1.9 

6.3 

12 

525 

-25.7 

20 

641 

Omega-Alpha 

•• 

•• 

«* 

•  0 

Industry  Medians 

13.9 

rdstick  ca 

Iculations 

on  page  92. 

10.9 

8.0 

6.3 

6.4 

-3.5 

Note:  Explanation  of  Ys 

••Not 

available 

not  ranked. 

def.-D3t 

cit.       P-0  Profit  to  deficit. 
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slowdown  appeared  in  most  of  tlie 
major  economies  of  the  world  after 
seven  years  of  copper  in  short  supply. 

So  the  more  volatile  world  price  of 
copper  on  the  London  Metal  Ex- 
change dropped  from  80  cents  a 
pound  to  about  45  cents  recently.  Do- 
mestically, the  price  has  dropped 
from  60  cents  to  below  52  cents, 
which  will  encourage  copper  imports 
until  the  differential  is  wiped  out  or 
the  Justice  Department  takes  action. 

The  ecologists  landed  a  hard  blow 
on  the  industry  in  Arizona.  If  regula- 
tions adopted  there  last  year  at  the 
ecologists'  urging  are  not  revised,  the 
industry  may  have  to  spend  nearly 
$600  million  over  seven  years  to  meet 
sulphur  emissions  standards.  Gone  are 
the  days  when  it  was  said  children 
awoke  happy  to  see  their  windows 
clouded  with  dust  because  they  knew 
their  daddies  were  working. 

And  a  long-simmering  time  bomb 
finally  went  off:  nationalization.  Chile 
took  over  newcomer  Cerro's  mines 
with  partial  compensation.  But  Ken- 
necott  and  Anaconda  lost  their  mines 
and  Chilean  credits  without  any  com- 
pensation. Kennecott  only  lost  11%  of 
its  earnings  and  also  had  full  U.S. 
Government  insurance  against  most  of 
the  expropriated  assets.  But  Anacon- 
da  lost   three-fourths    of   its   earnings 


and  had  the  Chilean  government  de- 
fault on  a  $174-miIlion  debt.  Worse, 
to  show  good  faith,  Anaconda  may— 
the  point  is  in  dispute— have  peiTnitted 
its  expropriation  insurance  to  lapse. 
So  all  it  will  have  to  show  will  be 
tax  losses,  tea  and  sympathy— and  the 
knowledge  (or  hope)  that  Marxist 
mismanagement  of  the  mines  may 
cause  production  to  lag,  thus  reduc- 
ing world  oversupply. 

Prospects  Grim 

President  Nixon's  new  economic 
program  could  be  called  the  Steel  In- 
dustry Relief  Act.  By  a  stroke  of  the 
Presidential  pen,  imported  steel  has 
become  10%  more  costly  and,  if  the 
dollar  is  successfully  devalued,  ex- 
ported steel  will  be  less  expensive. 

Any  and  all  help  is  needed.  Every- 
thing went  wrong  for  steel  last  year, 
and  most  dividends  were  cut  once 
again.  The  increasing  inability  of 
American  business  to  compete  inter- 
nationally seems  intensified  and  mag- 
nified in  this  basic,  capital-intensive, 
high-labor-cost  industry.  In  the  long 
run,  much  of  the  U.S.  steel  industry 
probably  cannot  survive  without  tar- 
iffs, quotas  and  possibly  direct  sub- 
sidies. This  is  especially  true  on  the 
U.S.  West  Coast,  where  the  Japanese 
already  have  40%  of  the  market  and 


would  have  more  but  for  import 
quotas.  In  short,  the  industry  needs 
protection.  But  protection  for  steel 
can  only  hurt  other  industries  which 
export  heavily.  Under  the  circum- 
stances, investors  can  hardly  be  en- 
thusiastic about  steel  stocks,  which 
have  fallen  70%  in  the  last  decade. 

If  anyone  doubts  that  protection- 
ism is  a  two-edged  sword,  he  need 
only  consider  what  happened  to  Inter- 
national Nickel  last  year.  Inco  was  not 
protected,  but  U.S.  steel  companies 
were.  Under  severe  pressure,  Japanese 
steelmakers  agreed  to  limit  their  ship- 
ments to  the  U.S.  to  well  under  what 
the  market  would  take.  When  the 
Japanese  agreed  on  a  voluntary  im- 
port quota  and  a  fixed  number  of 
tons,  they  quickly  upgraded  their  im- 
ports to  higher  priced  specialty  steels. 
This  put  specialist  Allegheny  Lud- 
lum  in  the  red.  It  also  hurt  Inco  since 
the  Japanese  get  most  of  the  nickel 
going  into  their  stainless  steels  from 
Societe  Le  Nickel  in  New  Caledonia. 

A  few  years  ago,  it  looked  as  if 
the  metals  industries  were  in  a  para- 
dise of  permanent  prosperity.  And 
then  they  fell  apart.  Maybe,  by  the 
same  token,  the  present  gloom  is  ex- 
aggerated. 

Maybe,  but  it's  hard  to  find  any 
metal  men  who  think  so.  ■ 


^ly  tlie/rTendiyseas 

of  CfUis-Adef^ 

It's  more  than  a  luxury  twin-hull  yacht— it's  a  way  of  life! 


Two  hulls  cruise  smoother  than  one.  And  Cruis-Ader  proves  it. 
Beautifully. 

When  you  rev  up  Cruis-Ader's  two  big  engines  and  move  out 
from  the  dock,  you're  m  for  the  safest,  dryest,  most  stable  ride 
gomg.  You  have  full-view  visibility.  Top-notch  instruments. 
Great  built-in  features.  There's  an  optional  fly  bridge  and  sport 
deck,  too,  on  either  the  45-ft.  or  57-ft.  model. 

Inside,  your  family  and  friends  ride  in 
quiet  luxury.  There's  more  headroom, 


sleeping  convenience,  total  living  area.  Two  floor  plans  and 
three  handsome  decors  to  choose  from.  Each  includes  rich  wood 
paneling,  carpeting,  padded  wall  and  ceiling  covering,  opulent 
furnishings.  Cruis-Ader  has  excellent  accessways  and  stowage, 
too.  And  Its  reinforced  fiberglass  construction  means  less 
maintenance.  You'll  want  more  facts.  So  see  your  dealer,  or 
write  Carri-Craft  Dept.  F  for  our  new 
Cruis-Ader  brochure. 
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©  1972  Transamerica  Corporation,  San  Francisco 


Millions  of  post-war  babies 
are  having  babies  of  their  own  now. 


The  GIs  who  came  home  from  World 
War  II  started  something.  A  population 
boom.  And  their  kids  are  the  young 
parents  of  the  70's. 

We're  at  their  service. 

With  insurance. Tailor-made  for  these 


new  families,  for  instance,  is  the  Bal- 
anced Family  Protection  Plan  offered  by 
our  Occidental  Life  of  California.  And 
Transamerica  Insurance  Company  can 
give  them  the  property  and  casualty 
coverage  they  need. 

With  housing.  There's  Transamerica 
Development,  for  housing  that  young 
marrieds  can  afford.  Bankers  Mortgage, 
for  new  home  financing.  And  Trans- 
america Title  Insurance,  for  security  of 
ownership. 

With  money.  Young  families  need 
things.  And  they  buy  things  with  loans 
from  our  Pacific  Finance. 

With  dozens  of  other  services.  From  a 
moving  company  (Lyon  Van  8C  Storage) 
to  mutual  funds  (Transamerica  funds). 

We  saw  it  coming  a  long  time  ago. 
That's  why  we  designed  Transamerica 
the  way  we  did— as  a  company  that  would 
meet  the  ever-growing  need  for  services. 


lirTpansamepica  Copporation 

At  your  service. 


Chemicals 


A  turnaround 

at  last? 

There  are  signs, 

but  it's  by  no  means 

in  the  bag. 


After  five  years  of  silence,  Wall 
Street  is  beating  the  drums  once  again 
for  the  chemical  industry.  Is  this 
merely  a  reflection  of  Wall  Street's 
desperation?  Certainly  there  are  few 
signs  of  improvement  in  the  Forbes 
Yardsticks  below.  The  Yardsticks  fo- 
cus on  a  five-year  performance,  not 
the  quarter-to-quarter  movements 
that  preoccupy  security  analysts.  Tak- 
ing the  longer  view,  it  looks  like  busi- 
ness as  usual  in  chemicals:  fair  five- 
year  sales  growth  and  negative  five- 
year  earnings  growth  for  most  com- 
panies. Nor  does  the  trend  look  very 


encouraging  when  you  compare  latest 
12-month  profit  returns  against  the 
five-year  returns  on  equity  and  total 
capital.  Almost  all  of  the  latest  12- 
month  returns  are  lower  than  the  five- 
year  figures. 

'  .Yet  analysts  following  chemicals 
are  bullish.  They  talk  of  the  price  im- 
provements that  occurred  before 
President  Nixon  clamped  on  the  wage/ 
price  freeze  in  August,  especially  in 
the  hard-pressed  synthetic  fiber  area. 
And  they  talk  of  a  steadily  improving 
plant  capacity  situation.  According  to 
figures  kept  by  Edward  Giles  of  F. 


Fo//  of  glamour  five  years  ago,  synthef/c  fibers  now  are  near-commodities. 
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Ethyl 

E I  du  Pont 

Oow  Chemical 

Hercules 

WJtco  Chemical 


16.6 
14.3 
14.0 
13.1 
12.7 


116 
206 
221 
265 
291 


9.0 
12.5 

9.8 
10.1 

9.5 


333 
131 
277 
258 
294 


14.5 
12.7 
13.4 
11.8 
11.8 


8.0 
10.6 
8.5 
8.9 
8.8 


8.1 
3.8 
9.3 
6.2 
6.3 


9 
18 

6 
12 
11 


413 
631 
341 
538 
536 


3.5 
-3.4 
4.1 
1.6 
1.4 


300 
482 
282 
363 
369 


Akzona 

American  Cyanamid 
Stauffer  Chemical 
Air  Products  &  Chem 
Celanese 


12.7 
12.2 
10.9 
10.8 
10.5 


6 
7 
8 
9 
10 


297 
321 
392 

400 
416 


10.1 

10.7 

8.5 

6.2 

5.8 


4 

2 

9 

16 

19 
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230 
360 
530 
567 


11.0 
11.3 
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10.8 

8.8 
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10.4 
6.5 
6.1 
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6.3 

15.4 
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1 

13 
10 

2 
19 


46 
550 
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120 
645 


2.6  5 

-1.5  8 

-5.2  10 

8.6  2 

-5.6  12 


330 
448 
518 

160 
524 


Union  Carbide 

9.7 

11 

Rohm  &  Haas 

9.3 

12 

Thiokol  Chemical 

9.0 

13 

Cabot 

8.9 

14 

Inmont 

8.7 

15 

Monsanto 

8.4 

16 

Diamond  Shamrock 

8.3 

17 

Airco 

8.2 

18 

AlHed  Chemical 

8.0 

19 

Pennwalt 

7.8 

20 

W  R  Grace 

7.6 

21 

Chemetron 

7.0 

22 

IntI  Min  &  Chem 

4.6 

23 

464 
478 
497 
508 
520 


7.4 
9.3 
7.7 
7.6 
5.9 


12 
7 

10 
11 
17 


424 
307 
412 
414 
552 


8.5 
6.9 
7.9 
9.2 
0.4 


6.4 
6.5 
5.8 
6.9 

0.4 


4.0 
5.8 
0.1 
13.4 
3.0 


17 
14 
22 
3 
20 
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559 
696 
165 
651 


-6.8 
-6.8 
-5.4 
10.2 
-45.3 


14 
15 
11 
1 
23 


540 
542 
521 
125 
660 


533 
540 
549 
559 
565 


6.5 
7.0 
5.4 
5.5 
7.0 


15 
13 
22 
21 
13 
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503 
457 
598 
590 
457 


7.1 
5.2 
6.6 
7.6 
5.2 


5.4 
4.9 
4.3 
5.1 
5.0 


5.5 
8.3 

-0.1 
1.8 

12.9 


15 

8 

23 

21 

4 


571 
398 
698 
676 
185 


-6.8 
-13.4 
-10.5 

-7.8 
-13.6 


13 
20 
18 
17 
21 


538 
597 
576 
553 
600 


570 

5.9 

17 

552 

7.4 

6.1 

8.9 

7 

360 

-7.5 

16 

549 

603 

5.7 

20 

574 

1.6 

1.6 

4.2 

16 

623 

-31.9 

22 

651 

674 

3.9 

23 

665 

7.3 

4.8 

11.8 

5 

223 

-10.8 

19 

581 

7.4 


8.5 


6.1 


6.2 


—5.6 


Note:  Explanation  of  Yardslicl(  calculations  on  page  92. 
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Eberstadt  &  Co.,  chemical  companies 
added  new  capacity  at  the  rate  of  12? 
a  year  in  1965,  1966  and  1967,  then 
graduall\'  sloued  down  to  9%  in  1968, 
8^  in  1969,  6.5?  in  1970  and  5.5% 
in  1971.  In  1972,  Giles  says,  new  ad- 
ditions will  be  only  4%,  based  on  an- 
nounced plans.  "What  capacity  is  be- 
ing added,"  says  Giles,  "is  by  compa- 
nies with  established  positions  in  the 
various  product  areas,  not  willy-nilly 
expansions  by  new  entrants." 

The  wage/ price  freeze  was  horri- 
bly timed  for  the  chemical  compa- 
nies. They  weren't  being  hurt  very 
much  by  rising  wage  costs,  since  the 
labor  factor  is  small  in  this  heavily 
automated  industry.  On  the  other 
hand,  the  price  restrictions  of  Phase  2 
have  at  least  slowed  down  contin- 
ued improvements. 

Uneven  Response 

Nonetheless,  there  was  at  least 
some  upturn  in  industrywide  net  in- 
come during  the  year.  It  declined 
in  the  first  quarter  by  9%  compared 
with  the  same  period  in  1970,  then 
turned  up  3%  in  the  second  quarter 
and  12%  in  the  third  quarter.  But,  of 
course,  not  everyone  moved  in  unison. 
Du  Pont  showed  a  17%  gain  for  the 
third  quarter  but  was  down  3%  for  the 
first  nine  months.  Union  Carbide,  on 
the  other  hand,  was  down  11%  for  the 
third  quarter  and  also  down  4%  for 
the  nine  months.  Monsanto,  which 
was  hit  very  hard  during  1970  both  in 
fibers  and  fertilizer  (where  some  of 
the  most  serious  overcapacity  exists), 
came  back  sharply  in  1971,  both  in 
the  third  quarter  (up  51%)  and  for 
the  first  nine  months  (up  9%).  Bad- 
ly depressed  Allied  Chemical  showed 
a  26%  gain  in  the  third  quarter  and  an 
even  bigger  43%  gain  for  the  first  nine 
months.  Dow  Chemical's  net  income 
was  up  25%  in  the  third  quarter  and 
15%  for  the  first  nine  months.  The 
results,  in  short,  were  not  all  bad,  but 
they  were  uneven. 

To  those  who  like  more  evidence 
than  most  of  Wall  Street  seems  will- 
ing to  accept,  it  seems  a  bit  early  to 
proclaim  an  industry  turnabout.  Es- 
pecially in  an  industry  that  is  so 
heavily  burdened  with  slim-profit 
commodity-type  products.  There  is 
little  indication  of  any  substantial  up- 
grading of  products  to  higher  profit 
status.  Some— like  American  Cyana- 
mid  in  toiletries  and  Allied  Chemical 
in  energy  products— have  made  some 
progress.  But  for  most  chemical  com- 
panies, this  is  and  will  remain  a  com- 
modity business.  To  do  well  in  a  com- 
modity business,  you  have  to  be  big, 
really  big.  Dow,  for  example,  can 
probably  always  make  good  money 
in  caustic  soda  while  others  will  suffer 
from  narrow  profits.  Similarly,  Rohm 
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MNlORkeRS 

mnIho 


Norman  Davidson,  Sioux  City,  Iowa 


^ork! 


One  good  reason  why  1 52  of  America's  top 
500  companies  now  operate  486  plants  in  Iowa. 

In  most  cases,  companies  with  plants  in  Iowa  and  identical 
sister  plants  in  other  states  are  finding  that  their  Iowa 
plants  are  more  efficient  and  more  profitable. 

Why?  Because  Iowa  has  workers  who  work;  intelligent, 
well-educated  workers  who  take  a  midwestern  pride  in  the 
things  they  make;  workers  who  don't  have  to  be  told  what 
to  do,  or  watched  while  they're  doing  it;  workers  who  still 
give  you  an  hour's  work  for  an  hour's  pay;  workers  who 
are  good  with  their  hands,  who  often  come  from  farms  and 
are  used  to  working  with  machinery;  workers  who  have 
made  Iowa  plants  among  the  most  efficient  in  the  nation. 

Latest  Census  of  Manufacture  figures  show  that  value 
added  per  Iowa  production  worker  is  more  than  $3000 
above  the  national  average.  In  fact,  value  added  by  Iowa 
employees  for  every  dollar  paid  them  is  15.5  per  cent  above 
the  national  average.  For  information,  send  this  coupon. 


Iowa  Development  Commission,  250  Jewett  BIdg.,  Dept.  Fb-1 
Des  Moines,  Iowa  50309 

Please  send  me  information  of  industrial  opportunities  in  Iowa 

NAME PHONE 
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ADDRESS 


CITY 


STATE 
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&  Haas  has  an  excellent  volume  and 
unit  cost  position  in  methacrylates,  as 
do  Hercules  in  polypropylene  and  du 
Pont  in  nylon. 

Among  the  big-volume  products, 
synthetic  fibers  may  yield  the  best 
profit  gains,  particularly  if  there  is  a 
substantial  pickup  in  consumer  spend- 
ing during  the  months  ahead.  That  is 
because  there  has  been  the  most  price 
improvement  in  fibers.  This  will  bene- 
fit outfits  like  du  Pont  and  Monsanto, 
which  are  heavy  in  fibers,  but  most  of 
all  Celanese,  which  depends  on  fibers 
for  over  60^  of  its  earnings. 

Fertilizers  are  still  a  big  questun 
mark.  Overcapacity  is  still  very  cieat 
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in  fertilizers,  though  the  oil  companies 
that  barged  into  this  field  have  def- 
initely backed  off  from  their  foiiner 
rapid  expansion.  Price  improvements 
during  the  first  part  of  1971  seemed 
to  evaporate  in  the  summer  months. 
For  the  longer  pull,  plastics,  though 
they  have  long  since  dropped  into 
commodity  status,  offer  some  of  the 
best  possibilities  for  upgrading  into 
more  profitable  new  products.  This  is 
especially  true  if  the  housing  boom 
that  is  now  under  way  continues. 

One  cloud,  liowever,  is  the  reces- 
sion developing  in  Europe,  where  25% 
of  worldwide  chemical  sales  are  made. 
Dow  gets  40%  of  its  sal<>s  from  abroad 


Source:  F.  Eberstadt  &  Co.,  Inc. 


and  45%  of  its  profits.  Carbide  and 
Rohm  &  Haas  both  get  close  to  30% 
of  their  sales  from  abroad.  Monsanto's 
foreign  sales  make  up  about  25%  of  its 
total,  and  even  du  Pont,  a  relatively 
late  starter  overseas,  now  gets  almost 
20%  of  its  volume  from  international 
markets.  During  the  late  Sixties  for- 
eign profits  offset  declining  earnings 
at  home;  in  the  immediate  future, 
however,  declining  foreign  profits 
may  wash  out  any  turnabout  in  do- 
mestic earnings. 

So,  the  year  ended  on  a  mixed  note. 
You  could  make  a  case  for  a  great 
turnaround.  But  there  could  be  many 
a  slip  between  the  cup  and  the  lip.  ■ 
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Seagrams  Benchmark.  It'll  make  you 
think  twice  about  your  favorite  Bourbon, 


There's  something  different  in  Benchmark. 
Something  that's  tough  to  find  nowadays. 

Craftsmanship. 

Coopers  and  tasters  and  scientists  who  think 
of  work  not  as  work,  but  as  an  art.  Craftsmen  who  keep 
at  a  task,  painstakingly,  until  they  get  just  what  they 
want.  Something  to  be  proud  of. 

Altogether,  it's  enough  to  give  you  second  thoughts 
about  the  Bourbon  you  thought  was  your  favorite. 


Benchmark.  Seagram's  Premium  Bourbon. 
'Measure  your  Bourbon  against  it." 
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Mass-producing  houses  is  one  thing. 
Living  in  them  is  quite  another. 


Modular  housing  can  make  life  a  lot 
easier  for  builders  and  developers.  It  enables 
them  to  provide  a  lot  more  new  housing  in 
a  lot  less  time  with  a  lot  less  effort  for  a  lot 
less  money  which  makes  their  entire  job  easier. 


That  takes  care  of  the  business  end 
rather  nicely.  But  what  about  the  people  who 
live  with  the  results? -They  aren't  interested 
in  efficient  construction  techniques.  They 
want  a  nice  place  to  live. 

At  least  that's  the  way  we  at  Fruehauf 
saw  it  when  we  started  designing  and 
developing  modular  townhouses.  Our  goal 
from  the  beginning  was  to  make  Fruehauf 
modular  townhouses  as  easy  to  live  with  as 
they  are  to  work  with. 

We've  achieved  our  goal. 

The  modular  townhouses  that  come  off 
our  assembly  lines  give  the  homeowner 
more  for  his  dollar  than  any  of  today's 
townhouses. 

Fruehauf  modular  townhouses  are 
fire-resistant,  termite-proof,  and  virtually 
maintenance-free. 

They  have  floors  that  won't  sag  over 
the  years. 

And  the  total  separation  of  living  units 
provides  complete  privacy. 

Fruehauf  modular  townhouses  are  built 
well  enough  to  outlast  a  mortgage.  And 
they're  designed  with  remarkable  flexibility, 
to  give  homeowners  the  kind  of  choice  and.  --- 
individuality  they  deserve.        ,. 

This  is  the  kind  of,inodvalar  housing  that 
makes  life  easier-fofeverybody.  If  you'd 
Hke  to  keep  abreast  of  our  pro- 
gress in  modular  housing;  write 
Fruehauf  Corporation, 
10900  Harper,  Detroit, 
Michigan  48232. 
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Amf  ac  is  acres  of  the  best 

land  on  earth... 


In  a  rapidly  shrinking  world,  land  is 
a  precious  resource.  Counting  fee 
ownership,  leases  and  options, 
Amfac  has  almost  200,000  acres 
of  it. 

As  an  appreciating  asset  that's  al- 
ways there,  our  land  is  a  source 
of  financial  strength.  Last  year,  it 
helped  us  increase  revenues  34 
percent. ..to  $407,985,000;  net 
earnings  25  percent... to  over  $14 
million. 

To  use  land  wisely  in  ways  that 
benefit  everyone  takes  careful 


sugar,  cattle,  potatoes  and  other 
crops  on  it  profitably.  From  time  to 
time,  we  develop  portions  of  it  the 
right  way  . . .  low-cost  housing  and 
resorts.  Industrial  parks  and  shop- 
ping malls.  Mobile-home  communi- 
ties and  condominiums. 

The  land's  been  good  to  us  and 
we're  good  to  the  land.  For  many 
years  we've  applied  our  own  re- 
search and  that  of  others  to  a  wide 
range  of  projects  that  have  im- 
proved the  land,  air  and  water 
around  us. 


pie  and  products  has  helped  us  ex- 
pand from  Hawaii  to  the  continental 
U.S.,  and  our  diverse  activities  now 
range  over  17  states.  Fred  Harvey 
restaurants  and  hotels.  Joseph 
Magnin  stores.  Thrift  accounts  and 
electrical  supplies.  All  contributing 
to  growth  and  profits. 

Growing  up  on  an  island,  we 
learned  the  importance  of  good 
management,  as  our  record  seems 
to  prove. 

For  a  copy  of  our  latest  report, 
write  to  Amfac,  Inc.,  Dept.  C,  P.O. 


long-range  planning.  We  raise    The  same  kind  of  concern  for  peo-    Box  3230,  Honolulu,  Hawaii  96801. 

and  many  other  happy  things 


A  family  of  enterprises  enhancing  people  and  places. 


Building  D/laterials 


For  building  materials 

companies,  1971 

should  have  been  a 

banner  year  with  record 

housing  starts,  but  it 

was  only  so-so.  Now 

they're  looking  to  1972. 


"Too  MANY  MASOcmsTs.  That's  our 
trouble,"  retorted  Jim  Walter  Presi- 
dent Frank  Pizzitola  when  Forbes 
asked  him  what  was  wrong  with  the 
building  materials  industry. 

How  is  that?  "When  business  goes 
off,  the  suppliers  lower  their  prices, 
thinking  they  can  hold  the  volume. 
And  they  never  can.  So  everything 
goes  to  pot." 

This  is  clearly  revealed  in  the 
Yardsticks.  While  industry  sales  have 
climbed  8.8%  on  average  in  the  past 
five  years,  profits  have  risen  only  1.2%. 
There  were  several  trend-buckers; 
Jim  Walters,  Masonite  and  Black  & 
Decker  were  among  them.  They  ei- 
ther sold  to  consumers  or  carved  out 
a  special  niche  in  building  materials. 
They  were  not  caught  in  the  com- 
modity cycle  that  aflBicts  the  rest  of 
the  industry.  Strong  gains  on  the 
Yardsticks  last  year  were  recorded  by 
Certain-teed  Products  and  Norris  In- 
dustries, which  bucked  the  cycle  with 
acquisitions  and  diversifications. 

The  sickness  of  this  industry  has 
long  been  obvious,  but  the  cure  was 
always   thought   to  be  at  hand.   Just 


give  them  a  building  boom  and  earn- 
ings would  shoot  ahead  again.  Last 
year  they  got  the  boom,  but  instead 
of  booming  profits,  many  building  ma- 
terials suppliers  only  delivered  mod- 
est gains  in  1971.  Nonetheless,  they 
are  full  of  high  hopes  for  1972. 

Housing  starts  last  year  topped  2 
million,  the  highest  figure  in  two  dec- 
ades and  36%  ahead  of  1970.  But  the 
figures  make  the  housing  boom  look 
larger  than  it  really  is. 

Nearly  one-fifth  of  the  starts  were 
factory-made  mobile  homes.  The  mo- 
biles have  become  big  enough  busi- 
ness for  the  largest  producer.  Skyline 
Corp.,  to  join  Forbes*  hst  of  build- 
ing materials  companies  this  year.  Its 
sales  are  still  relatively  small,  only 
$252  million  a  year,  but  its  record 
is  impressive.  It  has  had  a  48%  re- 
turn on  equity  for  five  years. 

The  success  of  Skyline  and  other 
mobile  home  makers  is  particularly 
galling  to  suppliers  of  gypsum  and 
cement,  since  mobile  homes  do  not 
consume  great  amounts  of  either  ma- 
terial and  keep  people  from  buying 
conventional  houses  that  do.  Ironical- 
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ly,  the  potential  growth  of  the  mobile 
market  has  even  been  overlooked  by 
major  suppliers.  Coleman  Co.,  best 
known  for  its  camping  equipment, 
supplies  more  air-conditioners  to  the 
mobile  home  makers  than  either  Fed- 
ders  Corp.  or  Carrier  Corp. 

Even  conventional  housing  has  not 
been  the  bonanza  for  materials  sup- 
plies that  many  predicted.  Last  year 
houses  on  average  were  200  square 
feet  smaller  than  the  1968  models 
and    were    stripped    of    many    frills, 


A  few  companies  were  able  to  get 
record  profits  from  T971's  building 
boom  because  they  were  specialists 
in  key  markets.  For  example.  Skyline 
Corp.  in  mobile  homes  and  Black 
&    Decker    in    "do-it-yourself"    tools. 

such  as  second  bathrooms  and  fire- 
places, in  order  to  qualify  for  govern- 
ment subsidies. 

Another  excuse:  The  boom  did  not 
stretch  out  of  housing  into  commer- 
cial and  industrial  constniction.  The 
value  for  contracts  for  nonresidential 
construction  rose  less  than  5%  in  1971, 
bringing  little  relief  for  the  hard- 
pressed  cement  and  gypsum  makers. 
Lone  Star  Industries,  for  instance,  has 
yet  to  show  any  substantial  improve- 
ments in  its  dismal  earnings  record- 
flat  for  the  past  ten  years. 

The  excuses  offered  have  validity, 
but  they  do  not  hide  a  simple  fact: 
This  industry  blundered  its  way  into 
an  appalling  position  of  oversupply. 
The  stockpiles  of  plywood  have  be- 
come so  huge  that  prices  incredibly 
turned  downward  in  the  face  of  the 
greatest  demand  in  20  years.  Gypsum 
fared  no  better,  suffering  from  both 
oversupply  and  from  Georgia-Pacific's 
determination  to  carve  out  a  larger 
market  share  for  itself.  To  use  up  all 
the  current  gypsum  capacity,  housing 
starts  would  have  to  exceed  2.5  mil- 
lion for  several  years. 

Can  we  build  that  many?  This 
year,  perhaps.  "We  could  well  get  2 
million  starts  back  to  back  for  the  first 


time  ever,"  says  Saul  Klaman,  chief 
economist  of  the  National  Association 
of  Mutual  Savings  Banks. 

Not  everyone  shares  his  optimism. 
"I  just  have  my  doubts  about  the 
boom  lasting,"  says  Georgia-Pacific's 
chairman  R.B.  Pamplin,  adding,  "The 
number  of  starts  may  level  off  and 
head  down  again  in  the  second  half 
of  1972." 

One  uncertainty:  What  will  be  hap- 
pening to  interest  rates  by  midyear? 
Traditionally,  funds  begin  to  flow 
away  from  housing  as  the  economy 
begins  to  perk.  The  reason  is  that 
housing  just  cannot  compete  for  mon- 
ey when  money  is  tight,  though  more 
thought  and  voice  is  being  given  to 
rejuggling  the  finances  for  housing. 
(For  an  example,  see  below.) 

Finding  enough  money  to  finance 
housing  and  commercial  construction 
at  the  same  time  would  alleviate  many 
of  the  industry's  present  woes.  The 
last  year  this  happened  was  1950. 
Profitability  in  the  industry  has  never 
again  attained  that  level  and  today  is 
about  half  of  1950's. 


Can  We  Prevent  Another  Bust? 


Even  as  the  housing  business  is  boom- 
ing, the  experts  are  worrying  about 
it  busting  again.  That's  the  way  it's 
always  been:  not  just  up  and  down 
but  boom  and  bust.  Why?  A  major 
problem  is  money.  Since  most  hous- 
ing in  the  U.S.  is  owned  by  the  occu- 
pant rather  than  by  a  landlord,  some- 
body has  to  provide  long-term  money 
to  the  individual  buyer,  and  the  lend- 
er has  no  hope  of  profit  over  and 
above  the  interest  rate.  This  means  a 
great  deal  of  very  long-teiTn  money 
at  reasonable  rates.  The  money  was 
available  in  1971  because  business 
conditions  were  spotty  and  Vjorrowing 
by  corporations  was  less  urgent.  But 
what  happens  if  business  picks  up  in 
1972?  Does  housing  go  bust  again? 

It  could  unless  more  is  done  to 
make  sure  that  housing  gets  a  steady, 
not  an  intermittent  flow  of  capital, 
Sherman  Maisel,  a  go\ernor  of  tlu' 
Federal  Reserve  Board  and  a  leading 
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authority  on  housing,  thinks  what 
ought  to  be  done  is  to  make  mort- 
gages more  flexible. 

His  solution  would  be  to  have  the 
interest  rate  move  up  and  down  with 
the  market  rate  of  interest.  This  would 
solve  a  basic  problem  afflicting  the 
savings  &  loan  institutions.  Es.sential- 
ly,  they  are  borrowing  money  short 
term  from  the  public  and  lending  it 
long  term.  What  this  means  is  that 
they  lose  money  to  higher-yielding 
bonds  when  interest  rates  are  high. 
So  the  savings  &  loan  institutions  then 
have  little  new  money  to  lend.  Float- 
ing interest  rates  would  enable  them 
to  match  what  they  pay  for  money 
with  the  going  rate;  thus  would  they 
be  assured  of  new  money  regardless 
of  market  conditions.  By  making 
mortgages  more  attractive,  the  vari- 
able rates  might  have  another  advan- 
tage: They  could  .serve  to  attract  in- 
surance companies  and  pension  funds 
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to    the    market    in    larger    numbers. 

How  about  the  poor  homeowner? 
What  does  lie  do  when  his  budget  is 
geared  to  paNing  5%  on  his  mortgage 
and  the  rate  goes  to  8%?  Maisel  sug- 
gests that  the  monthly  pa\Tnents 
would  remain  fixed.  However,  when 
interest  rates  were  high,  a  smaller  pro- 
portion of  the  pavTiient  v\ould  be 
credited  to  amortization,  a  higher 
proportion  to  interest.  This  might 
lea\e  a  sizable  unpaid  balance  when 
the  mortgage  mns  out,  but,  says  Mai- 
sel, "few  people  carry  a  mortgage  to 
full  teiTTi.  The  average  house  today  is 
turned    over    in    about    eight    years." 

'The  variable  rate  is  inevitable," 
thinks  Gerald  Freidman,  executive 
vice  president  of  Milwaukee's  MGIC 
Investment  Corp.  WHiile  not  everyone 
is  so  sure,  the  idea  is  getting  serious 
attention  from  the  U.S.  Savings  & 
Loan  League  and  the  American  Bank- 
ers Association.  It  has  even  been  ten- 
tatively endorsed  by  the  Federal 
Home  Loan  Bank  Board. 

If's  Been  Tried 

The  idea  is  not  new.  It  has  been 
tiied  witli  some  success  in  Britain, 
Sweden,  Germany  and  the  Union  of 
South  Africa,  but  to  date  has  had 
limited  use  here.  Only  13.4%  of  S&Ls 
wrote  mortgages  with  variable  rates, 
according  to  an  August  1971  suiAey 
by  the  S&L  League.  There  are  draw- 
backs. Altering  the  rates  could  un- 
settle tlie  secondary  mortgage  market 
since  portfolio  managers  would  no 
longer  be  able  to  predict  accurately 
theu-  yields  to  maturity.  It  could  con- 
fuse home  buyers. 

Who  decides  when  the  rate  should 
go  up  or  down?  "You  need  to  tie  the 
rate  changes  to  an  index  that  is  ex- 
tremely volatile  and  reflects  regional 
supply  and  demand  for  mortgages," 
says  John  Stafford,  research  director  at 
the  S&L  League.  Is  there  such  an  in- 
dex? The  League  tried  14,  ranging 
from  Moody's  Triple  A  to  the  bank 
prime  rate,  but  each  had  drawbacks. 
One  solution  favored  by  an  economist 
at  the  American  Bankers  Association 
combines  the  Consumer  Price  Index 
with  federal  bond  yields. 

Even  if  such  a  combination  were 
to  gain  general  approval,  when  should 
S&Ls  introduce  variable  rates?  The 
sensible  time  would  be  when  rates 
are  on  the  decline  and  such  action 
would  not  spark  complaints.  Two 
years  ago  the  Ohio  Savings  Associa- 
tion in  Cleveland  told  500  mortgagees 
it  was  raising  their  rate.  It  mailed  the 
letter  just  before  Christmas  and  was 
forced  to  roll  back  the  increase  by 
angered  homeowners  and  politicians. 

Clearly,  varying  interest  rates  might 
ease  the  S&L  finances,  but  it  would 
strain  their  public  relations.   ■ 
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Milwaukee  Grets 
To  the  Heart  of  Things. 


Let's  Hear  It  For 
Myocardial  Revascularization! 

It's  a  new  life  saving  technique  pioneered 
in  Milwaukee's  medical  facilities.  New  hope  to 
heart  disease  sufferers. 

Part  of  a  leg  vein  is  used.  The  surgeon 
attaches  one  end  of  the  vein  to  the  heart's 
major  artery  and  the  other  to  a  coronary  artery 
nourishing  the  vital  heart  muscle. 

Cardio-vascular  research  is  just  one  of  the 
many  things  Milwaukee  is  famous  for.  It's  be- 
coming the  nation's  modern  medical  mart. 
Sophisticated  hospital  equipment  manufac- 
tured here  is  shipped  all  over  the  globe. 

Wouldn't  it  make  sense  to  transplant  your 
business  in  Milwaukee?  There's  an  unlimited 
supply  of  skilled  labor.  .  .  .  Great  technical 
schools  for  specialized  training. 

Milwaukee's  heartbeat  is  the  sound  of 
progress.  Your  wife  will  love  Milwaukee. 

Write  for  a  fact-filled  brochure:  Milwau- 
kee's Economic  Opportunities  For  Business 
and  Industry.  Dept.  FBS-172. 

DEPARTMENT  OF  CITY  DEVELOPMENT 

Kenneth  E.  Fry,  Commissioner 
P.O.  Box  324  —  Milwaukee,  Wisconsin  53201 

Ask  About  Our  Industrial  Land  Banks 


Electronics 


The  game 

grows  tougher 

with  military  spending  down 

and  foreign  competition  up. 


"A  DISASTROUS  year!"  says  President 
Hugh  Luke  of  Cleveland's  Reliance 
Electric,  a  producer  of  industrial  mo- 
tors and  electrical  control  systems. 

"A  fair-to-good  year,"  says  Chair- 
man Fred  Borch  of  diversified  Gen- 
eral Electric,  citing  a  30%  upturn  in 
contract  work  for  residential  hous- 
ing, a  near  10%  upturn  in  appliance 
sales,  strong  gains  in  television  and 
turbines,  and  continued  growth  in  the 
lucrative  electric  lamp  business. 

"Another  record  year,"  says  Allen 
Fischbach  of  electrical  contractor 
Fischbach  &  Moore.  "But  we  had  to 
run  pretty  hard  after  the  really  big 
jobs  to  offset  declines  in  our  bread- 
and-butter  commercial  and  industrial 
business." 

It  was  all  of  these— disastrous,  fair- 
to-good  and  a  record,  depending  on 
what   part   of   the   business    you   in- 
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Don  t  judge  a  tire  by 
the  way  it  looks  in  the  store. 

Judge  it  by  the 
way  it  looks  on  the  road. 


This  IS  a  picture  of  ,i  Pirelli  Cinturato  radial  under  the  stress 
(if  sharp  cornering. 

It  isn't  a  very  pretty  sight. 

But  the  things  that  make  it  look  ugly  are  the  things  that  make 
It  grip  the  road  better.  Better  than  any  conventional  bias  tire. 

See  how  the  flexible  radial  ply  sidewall  gives?  It's  actually 
absorbing  the  stress. 

A  conventional  sidewall  wouldn't  do  this.  It's  too  stiff. 
So,  instead  of  giving  with  stress,  it  folds  under. 

Now  look  at  the  tread.  It's  glued  to  the  road  like  the  treads 
of  a  tank.  The  result  of  a  circumferential  stabilizing  belt 
stiff  enough  to  keep  the  entire  tread  surface  flat  against  the  road. 


Unfortunately,  the  tread  of  a  conventional  tire  is  too  flexible. 
So  it  becomes  easily  distorted.  In  fact,  part  of  it  actually  lifts  off  the 
road.  This  reduces  your  control  over  your  car.  And  increases  your 
chances  of  skidding. 

All  of  which  explains  why  Pirelli  Cinturatoscan 
out'Corner,  out-maneuver  and  just  plain  out-handle  conventional 
bias  tires.  Especially  on  wet,  slippery  roads. 

Pirelli's  come  in  sizes  to  fit  just  about  any  big  car  or  little 
car  you  can  buy. 

Theymay  cost  a  little  more  than       _^^^^^^^^^^^^^ 
conventional  tires.  But  the  picture  above  ^t 


should  convince  you  they're  worth  it. 


IRELLI 

Radial  Tires 


i 


RECLI  TIRE  CORPOR 
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habited.  Overall,  however,  the  pic- 
ture was  quite  bright.  Reliance's  1971 
"disaster"  was  such  only  in  relation  to 
the  recent  past;  a  company  that  has 
averaged  a  return  of  15*  on  stock- 
holders' equity  can  hardly  be  termed 
a  hardship  case.  Fred  Borch  said 
"fair-to-middling,"  but  he  was  talk- 
ing about  an  alltime  earnings  record 
for  General  Electric  and  a  return  of 
over  17%  on  stockholders'  equity— ex- 
cellent by  any  standard.  Borch's  chief 
complaint  was  that  it  had  taken  GE 
five  years  to  get  off  the  earnings  pla- 
teau where  it  had  been  since  1967. 

The  divergence  of  descriptions  was 
certainly  accurate,  however,  consider- 
ing the  diversity  of  the  industry,  with 
its  30,000  products  and  $25  billion 
in  sales. 

In  general,  bright  spots  came  from 
customer  industries  that  could  not  af- 
ford to  postpone  spending:  utilities, 
telecommunications,  certain  parts  of 
transportation  and  the  long-suffering 
housing  market  (with  a  little  help 
from  the  Federal  National  Mortgage 
Association).  Good  news  for  the 
giants,   GE   and   Westinghouse,   who 


together  have  roughly  85%  of  the 
booming  utility  generator  market  and 
major  chunks  of  the  other  markets. 

The  exception  that  proved  the  rule 
was  the  consumer,  whose  savings  book 
finally  got  so  fat  that  he  started 
spending  for  that  color-TV  set  (up 
over  26%  at  the  half)  and  some  long- 
postponed  appliances  (up  2%).  Sup- 
posedly good  news  for  GE,  Westing- 
house,  Emerson  (appliance  motors) 
as  well  as  the  television  trio:  RCA, 
Zenith  and  Motorola.  But  a  disturb- 
ing number  of  those  consumer  dollars 
were  exported  to  foreign  manufactur- 
ers who  now  have  an  estimated  52%  of 
the  black-and-white  TV  market,  17% 
of  the  color  TV  market,  not  to  men- 
tion 91%  of  home  radios,  95%  of  tape 
recorders,  36%  of  all  phonographs  and 
a  sharply  rising  18%  of  refrigerators. 

Most  of  the  industrial  big  spenders 
were  holding  back  last  year,  however. 
The  fastest-growing  electronics  mar- 
ket in  recent  years  has  been  the  in- 
dustrial sector  (roughly  a  third  of  the 
total)  as  plant  and  equipment  spend- 
ing climbed  at  nearly  10%  a  year  for 
a  decade  with  a  steadily  growing  pro- 


TORTOISE  TRIUMPHANT 

Military  gear  and  color  tv  sets  had  the  glamour,  but  companies  serving  the 
Industrial  markets  had  the  growth.  Shipments  of  industrial  electronics 
products  increased  nearly  $2  billion  since  1967,  while  consumer  products 
experienced  little  growth  and  government  sales  are  off  sharply. 
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portion  going  into  electric  products 
(from  9.5%  in  1960  to  13.5%  in  1970). 
But  for  the  first  time  in  ten  years 
there  was  no  growth  in  industrial 
spending  on  electrical  products  last 
year  and  sharp  declines  in  many  sec-  . 
tors  {see  Industrial  Equipment) . 

As  would  be  expected,  mihtary 
spending  was  hard  hit.  In  a  market 
that  grew  at  the  rate  of  almost  16% 
for  20  years,  military  spending  last 
year  was  down  almost  $1  billion  from 
r969's  $12.5  billion,  where  it  ap- 
peared to  level  off.  The  impact  of 
government  spending  cutbacks  has 
been  devastating  to  the  high-tech- 
nology electronics  companies,  heavily 
dependent  on  government  contracts. 

Tl's  Attack 

The  wild  and  woolly  $l-billion 
semiconductor  industry  continued  its 
profits  bloodbath  in  1971  as  mighty 
Texas  Instruments,  spending  lavishly 
on  research  (see  box,  p.  120),  waged 
a  ruthless  price  war  on  all  comers. 
The  results  clearly  showed  in  the 
Yardsticks:  Fairchild,  Motorola  and 
Texas  Instruments  all  rank  below 
average  in  profitability.  Recent  drop- 
outs include  semiconductor  operations 
at  Ford's  Philco,  GT&E's  Sylvania, 
General  Electric  and  many  smaller 
companies.  And  many  are  wondering 
how  long  Fairchild  Camera  can  afford 
to  stay  in  the  race  with  its  heavy  loss- 
es and  increasingly  serious  financial 
position.  Even  Motorola,  with  its  pros- 
perous consumer  electronics  market, 
had  a  sizable  drop  in  profitability  last 
year,  due  to  semiconductors. 

Semiconductors  are  beginning  to 
have  a  serious  impact  on  other  parts 
of  the  electronics  business.  The  in- 
tegrated circuits  are  becoming  more 
complex  and  more  capable  of  per- 
forming more  functions.  This  means 
fewer  functions  and  less  complexity 
are  required  of  the  equipment  that 
uses  the  semiconductors— such  as 
calculators.  Thus,  more  and  more  of 
the  value  added  in  the  final  product 
is  in  the  chip.  This  makes  it  easier 
and  easier  for  new  companies  to 
break  into  relatively  complex  kinds  of 
electronics.  Bad  news  for  an  instru- 
ment company  like  Hewlett-Packard. 

But  for  all  its  troubles,  the  vigorous 
electronics  industry  does  have  ex- 
tremely important  markets  that  are 
in  the  process  of  being  plugged  in. 
Electric  utilities  must  spend  big  to 
keep  pace  with  demand  and  they  are 
doing  so.  Accordingly,  that  means  a 
boom  initially  for  heavy  generation 
equipment  (turbines),  then  for  trans- 
mission, distribution  and  control 
equipment.  Big  companies  already 
helped?  GE  and  Westinghouse. 

Another  huge  market  that  cannot 
postpone  spending  is  telecommunica- 
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You  depend  on  him. 
And  he  depends  on  trucks. 


Just  think.  Without  the  services  of  trucks,  an  infant's 
life  could  end  for  want  of  oxygen.  Hospitals  would  go 
begging  for  penicillin  and  other  vital  medicines,  if 
there  were  any  hospitals  at  all.  Without  trucks  to  bring 
him  the  tools  and  supplies  of  his  profession,  your  own 


doctor  would  be  virtually  helpless.  And  you  would  be, 
too.  For  this  and  much  more,  we're  thankful  trucks  are 
there  when  we  need  them.  From  farms  to  pharmacies. 
Because  trucks  carry  more  than  just  cargo . . .  they 
carry  the  life  of  a  nation. 


MEMBER.^ 

TRUCK  INSURANCE  EXCHANGE  ^^ 


y  A  member  of  Farmers  insurance  Group 


:an  Tfuckm^  InduSlry 


tions.  AT&T  has  been  increasing 
spending  at  20%  a  year  (to  around 
$8.4  billion  last  year)  to  finance  a 
direct  digital  communications  network 
and  the  switchover  to  Picturephone. 
Add  to  that  the  prospect  of  three  or 
four  satellite  communications  systems 
being  installed  simultaneously  (Uni- 
versity Computing  is  talking  about 
spending  $350  million  to  develop  an 
independent  switched  data  communi- 
cations network)  and  the  market  easi- 
ly tops  $1  billion.  Potential  benefi- 
ciaries here  include  GT&E,  Hughes 
Aircraft,  Comsat,  AT&T,  RCA-TRW 
and  Lockheed-MCI.  Then  there  is 
cable  television,  now  in  the  process  of 


building  intercity  links  with  micro- 
wave transmission  technology— an- 
other potential  multibillion-dollar 
market,  limited  only  by  the  amount 
of  money  they  can  raise. 

Finally,  with  new  trade  barriers 
against  foreign  competition  and  the 
prospect  of  increased  capital  spend- 
ing, the  electronics  industry  in  1972 
will  not  lack  for  growing  markets. 
And  in  an  industry  that  is  operating 
at  less  than  66%  of  capacity,  increased 
volume  could  produce  handsome 
earnings  gains  in  the  latter  half  of 
1972,  particularly  since  most  compa- 
nies have  already  taken  most  of  their 
painful  write-offs.  Says  S.F.  Accardo, 


vice  president  and  electronics-elec- 
trical equipment  analyst  for  William 
D.  Witter:  "Given  a  strong  increase  in 
sales,  you  should  see  a  quantum  jump 
in  earnings  for  many  companies." 

There  is  a  large,  ominous  cloud  on 
the  horizon,  however.  The  very  mea- 
sures that  promise  to  reduce  foreign 
competition  in  the  U.S.  will  tend  to 
accentuate  recessions  in  foreign  coun- 
tries. It  will  also  lead  to  increased 
protectionism  among  the  foreigners. 
A  Irade  war— under  whatever  euphe- 
misms—could be  a  disaster  for  an  in- 
dustry that  gets  20%  to  40%  of  its 
volume  and  25%  to  30%  of  its  profits 
from  overseas. 


Electbonics  and  chemicals.  The  two 
fast-growing,  high  technology  indus- 
tries that  every  other  industry  envied 
and  wanted  to  buy  into— in  the  Six- 
ties. Oilmen,  rubber  barons,  automen 
and  conglomerators. 

They  saw.  They  bought.  And,  for 
the  most  part,  they  suffered.  What 
happened?  Nothing  happened.  No 
earnings  growth  in  either  industry  for 
six  years  or  so.  Look  at  the  column 
at  the  extreme  right  in  the  Electronics 
Yardsticks  on  p.  116.  That  says  it  all. 
Just  over  1%  growth  in  earnings  for 
five  years.  That's  if  you  were  lucky. 
Beneath  the  aggregate  figures  lies 
many  a  liquidation  or  divestiture. 

There  were  the  well-publicized 
bloodbaths:  fertilizer  and  polyvinyl 
chloride  in  chemicals;  computers  and 
semiconductors  in  electronics.  True, 
there  was  a  lot  of  volume,  but  little  or 
no  profits  as  it  turned  out. 

In  electronics  there  are  many  rea- 
sons. Overcapacity  as  newcomers 
launched  massive  frontal  assaults  in 
key  markets  like  computers  and  semi- 
conductors. Companies  with  weak 
market  position  and  lagging  technolo- 
gy were  sold  to  unwary  conglomerates 
and  kept  in  business  far  too  long. 
Foreign    competition.    The    industry 


Glamour  Can  Be  Costly 

was  hit  by  government  cutbacks,  and 
later  by  a  slowing  economy.  These  are 
the  explanations. 

But  was  the  lack  of  growth  also 
due,  to  some  extent,  to  reasons  that 
aren't  quite  so  comfortable?  After  all, 
some  companies  have  continued  to 
earn  distinctly  superior  profits  in  this 
industry.  And  the  story  of  how  they 
managed  the  feat  has  a  lot  to  do 
with  basic  business  principles. 

Take  AMP,  for  example,  consistent- 
ly one  of  the  most  profitable  elec- 
tronics companies  in  the  country— a 
leading  manufacturer  of  electrical  con- 
nectors. It  has  been  a  rough  year  in 
the  electronic  connector  business  (off 
10%)  but  with  an  average  return  on 
equity  of  23%  in  recent  years,  AMP 
isn't  hurting  too  badly. 

What  is  amp's  secret?  Nothing 
Eastman  Kodak  or  Gillette  haven't 
known  for  generations.  "It's  the  razor 
and  the  razor-blade  technique,"  says 
a  veteran  electronics  analyst.  "Even 
after  World  War  II,  people  were  using 
the  standard  telephone  splice  to  con- 
nect wires  in  electrical  equipment. 
amp's  founding  fathers,  former  man- 
agement consultants,  figured  out  a 
way  to  mechanize  the  process  and 
standardize  the  connectors.  Then  they 


Japan  concenfrafed  ifs  research  andcapfuredkey  U.S.  electronics  markets. 
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leased  out  their  machinery  dirt  cheap, 
charged  extra  if  non-AMP  connectors 
were  used  in  the  machines,  and,  of 
course,  made  their  money  on  the  con- 
nectors. Now  they're  the  primary  sup- 
pliers of  this  equipment,  and  the  man- 
ufacturing process  of  their  customers 
is  tied  in  with  the  AMP  equipment. 
So  they  are  able  to  control  their  end 
market." 

Marketing-oriented  Square  D  (see 
Forbes,  Oct.  15)  has  maintained  its 
impressive  profitability  in  distribution 
and  control  equipment  by  sticking 
scrupulously  to  smaller,  specialized 
(and  hence  more  lucrative)  markets 
and  selling  at  low  cost  through  a 
1,000-outlet  independent  distribution 
network  that  willingly  carries  Square 
D  products  since  the  company's  prod- 
uct lines  are  unusually  complete  for 
its  special  markets. 

Specialty  markets  are  worth  seek- 
ing out  in  the  electronics  industry. 
For  example.  Corning  Glass  has  a 
strong  niche  in  technology  for  the 
glass  tube  blanks  used  by  the  TV  and 
light  bulb  industry,  Emerson  Electric 
in  fractional  horsepower  conversion 
motors  and  other  appliance  controls. 

Most  lucrative  of  all,  of  course,  is 
the  established  position  of  dominance 
in  a  capital-intensive,  established 
technology  business  like  turbines  or 
light  bulbs  (GE  and  Westinghouse) 
or  in  a  service  area  like  contracting 
(Fischbach  &  Moore)  or  distribution 
(Avnet)  where  experience  in  large- 
scale  work  counts  heavily. 

But  these  are  relatively  small  spe- 
cialty markets.  In  the  bigger,  glamor- 
ous markets  the  risks  are  tremendous. 
Take  color  TV,  for  example.  "Why 
did  the  Japanese  have  such  a  devas- 
tating effect  on  the  U.S.  color  televi- 
sion market?"  asks  analyst  Larry  Phil- 
lips of  Dean  Witter.  "Price?  Not  nec- 
essarily. Was  Sony  cheaper  than  U.S. 
manufacturers?  Hell,  no!   They  were 
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innovative.  They  just  flooded  the  field 
in  key  areas  with  eight  to  ten  times 
the  number  of  engineers  that  their 
counterpart  U.S.  companies  would 
have.  Where  an  outfit  like  Zenith 
might  have  five  engineers  on  horizon- 
tal circuit  design,  Sony  would  have 
50."  In  short,  the  Japanese  built  a 
better  mousetrap. 

Aggressive  use  of  research  is  not 
unknown  to  U.S.  manufacturers,  of 
course.  Smallish,  Oregon-based  Te.\- 
tronix  stole  roughly  75%  of  the 
oscilloscope  market  right  out  from  un- 
der Hewlett-Packard,  a  crack  re- 
search firm,  in  the  mid-Sixties  by  de- 
voting its  entire  research  effort  to  that 
lucrative  and  growing  market. 

Easily  the  most  aggressive  use  of 
research  as  a  weapon  is  at  Texas  In- 
struments, according  to  many  ex- 
perienced observers.  Says  one  veteran 
analyst  who  prefers  to  remain  un- 
named: "I  strongly  suspect  that  if 
you  were  properly  to  expense  all  the 
research  TI  does  in  semiconductors 
against  that  business,  you  might  have 
a  loss  leader  there.  Part  of  that  semi- 
conductor research  at  TI  may  well  be 
expensed  against  clad  metals,  geo- 
physical operations  and  government 
contracts.  It  certainly  looks  as  if 
they're  spending  way  over  10%  of  sales 
on  semiconductor   R&D,    and   they're 


just  running  everybody  out  of  busi- 
ness. I  mean  every  time  Fairchild 
comes  out  with  another  product,  TI 
just  bombs  the  price  and  runs  them 
out  of  business." 

But  many  electronics  companies, 
faced  with  declining  profit  margins, 
have  cut  back  on  research.  And  that 
at  a  time  when  the  U.S.  technological 
lead,  even  in  a  key  area  like  integrated 
circuitry,  has  come  down  dramatically 
in  recent  years  (Forbes,  Nov.  15). 
Currently  the  electronics  industry  on 
average  spends  between  4%  to  6%  of 
sales  on  research  in  contrast  to  the 
6%  to  8%  it  spent  in  the  mid-Sixties. 
Is  that  enough  to  hold  a  comfortable 
technological  lead? 

"Of  course  not,"  says  Phillips  of 
Dean  Witter,  a  onetime  engineer  him- 
self. "That  just  keeps  you  abreast 
with  the  state  of  the  art.  U.S.  com- 
panies have  not  to  date  utilized  all 
the  advanced  technology  that  is  avail- 
able to  them  to  reduce  the  amount 
of  labor  cost  that  goes  into  a  color 
television  set,  for  example.  Why? 
Because  they've  got  expensive,  fixed 
investments  and  they've  kidded  them- 
selves that  they  could  get  away  with- 
out making  a  sizable  investment  in 
new  technologies  by  manufacturing 
overseas." 

Even  the  instruments  industry  has 


been  cutting  back  on  research  by 
roughly  10%,  according  to  Phil  Brad- 
ford, electronics  analyst  of  Dominick 
&  Dominick. 

Some  observers  suggest  that  one 
reason  companies  like  General  Elec- 
tric have  been  having  so  much  dif- 
ficulty of  late  in  high-technology  fields 
like  computers  and  semiconductors  is 
a  diluted  research  effort.  At  the  same 
time  GE  extended  itself  in  too  many 
markets  requiring  heavy  R&D  outlays 
and  heavy  capital  investment,  like 
computers  and  jet  engines. 

From  all  of  this,  some  familiar  pat- 
terns are  emerging.  Many  of  the  large 
companies  are  pulling  out  of  excessive 
commitments  to  risky  markets:  RCA, 
GE,  Sylvania.  Consider  the  number  of 
them  that  are  diverting  an  increasing 
portion  of  their  resources  to  other  in- 
dustries lately:  Westinghouse,  RCA 
and  Emerson,  for  example. 

The  same  kind  of  shakeout  took 
place  years  ago  in  the  older  electrical 
equipment  field,  of  course,  which  to- 
day is  the  most  concentrated  portion 
of  the  industry  and  the  most  profit- 
able. This  time  it  is  a  much  faster  race 
with  infinitely  more  challenging  hur- 
dles. But  the  winning  strategies  still 
seem  quite  old-fashioned;  good  busi- 
ness judgment  remains  pretty  much 
the  same  as  it  always  has.  ■ 


Nopco... 
servomotors 
for  the  work 
to  be  done 


■  ...^        NAPCO's  subsidiary,  Electro-Craft  Corpora- 
tion, makes  servomotors  for  the  computer 
industry.  In  fact,  we  produce  servomotors  for 
^-  "  virtually  every  computer  peripheral  equipment 
manufacturer  in  the  United  States. 
'  '  Case  in  point:  IBM's  new  3211  line  printer. 

'       Design  requirements  indicated  the  need  for  a  high- 
'    performance  paper  advance  servo  drive.  Unusually 
rapid  acceleration  and  deceleration  were  of  primary 
^         importance.  Our  engineers  worked  from  conception  to 
completion.  The  result:  Electro-Craft's  Model  1450  MCM 
(moving  coil  motor)  .  .  .  capable  of  advancing  the  paper 
I  accurately  and  reliably.  Today,  this  unique  servo  motor 

III        is  at  work  in  many  of  the  new  IBM  3211  printers.        ^^,  .^^ 
Engineering  and  manufacturing  competence  J^Mm^ 

^4,  ./made  us  a  leader  in  our  field.  A  stream  of  new  prod-  i 

acts  are  designed  to  keep  us  growing.  To  find  out     fM/XPCQ 
Imore  about  us,  write . . .  and  we  will  send  information. 
NAPCO  Industries,  Inc.,  1600  Second  Street  South, 

Hopkins,  Minnesota  55343,  (612)  935-8211.  — .—   . 
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MANY  SHAFT  OPTIONS 


Ills  time 

^ve  took  potky  out  of 

the  pokciy. 


Alcan  Aluminum  salutes  America's  pigs  for  a  job 
well-done.  And  we  firmly  believe  that  creatures  as  bountiful 
as  our  fine  American  swine  should  have  greater 
pubhc  understanding.  And  shouldn't  be  forced  to  live 
in  old-fashioned,  dreary  confinement. 

So  Alcan  Aluminum  has  asked  its  affiliate,  the  Fabral  Corporation, 
of  Lancaster,  Pa.,  to  go  all  out  for  pigs.  Fabral  specializes  in 
agricultural  building  materials  and  helps  progressive  farmers  build 
the  most  modem  piggeries.  With  the  best  in  insulated 
aluminum  siding  and  roofing.  To  help  keep  pigs  snug  in  winter. 
And  cool  and  refreshed  in  the  summer. 

Alcan  believes  that  to  understand  pigs  is  to  love  them.  Contrary  to 
foul  rumor,  most  pigs  don't  want  to  live  dirty.  Most  pigs  would 
live  clean  if  people  would  let  them.  And  even  if  they  often  like  to 
wallow  in  cooling  mud  on  hot  summer  days,  if  the  facilities  are 
provided,  pigs  also  love  to  take  showers  just  like  people. 

Alcan  and  Fabral  are  proud  to  be  serving  our  nation's  pigs.  But  we 
haven't  forgotten  other  important  members  of  our  national 
nutrition  team.  Like  beef  cattle,  dairy  cows  and,  of  course,  our 
wonderful  chickens.  For  all  of  whom  we  can  help  farmers 
erect  modem,  low-cost  structures  that  go  up  quickly,  require  little 
maintenance  and  give  excellent  year-round  shelter. 

Alcan  and  Fabral  are  a  growing  force  in  the  modernization  of 
America's  agricultural  industry.  But  why  not  find  out  what  else 
Alcan  is  up  to— in  the  United  States,  in  Canada,  and  in  more  than  100 
other  countries?  Write  for  our  booklet,"Introducing     au 
Alcan'.' Address:  Alcan  Aluminum  Corporation,     ^JJ  |||j. 
100  Erieview  Plaza,  Cleveland,  Ohio  44114.         ^Tr-^^r^ 


ALCAN 


Alcan.  The  ahuninttm  compan)'. 


California  is  our  home. 

Our  markets  are  everywhere. 

In  commercial  banking,  Union  Bank  serves  major  centers; 
of  commerce  throughout  the  state.  In  mortgage  banking, 
Western  Mortgage  provides  long-term  real  estate 
financing  in  California,  Nevada,  Arizona  and  Hawaii 
for  investors  across  the  nation.  In  insurance,  the  ] 

Swett  &  Crawford  Group  provides  wholesale  marketing  ; 
facilities  and  reinsurance  capacity,  domestically  and  j 
internationally.  These  are  among  the  many  distinguished 
companies  that  make  up  Unionamerica. 

Unionamerica  ! 

MEMBERCOMPANIES  INCLUDE:  UNION  BANK,  WESTERN  MORTGAGE 
CORPORATION,  THE  SWETT  &  CRAWFORD  INSURANCE  GROUP, 
MARSHALL  AND  STEVENS  INCORPORATED,  UNION  REALCO, 
.'NIONAMERICA  COMPUTER  CORPORATION,  UNIONAMERICA  ADVISORS,  INC. 

CORPORATE  HEADQUARTERS:  445  SOUTH  FIGUEROA,  LOS  ANGELES  90017 


Multicompanies 


They  may  be 

down,  but 

they're  a 

long  way  from 

being  out 


You  don't  expect  to  find  uniform 
trends  among  the  Forbes  Yardsticks 
for  the  multicompanies.  About  the 
onl\  thing  these  companies  have  in 
common  is  their  diversity.  Each  must 
be  examined  on  a  case-by-case  basis. 

But  when  you  get  down  to  cases 
with  the  multicompanies  in  1971,  one 
similarity  does  stand  out:  the  wide- 
spread adherence  to  the  teachings  of 
James  J.  Ling,  the  imaginative— if 
sometimes  excessively  so— Dallas  mas- 
ter of  corporate  combination,  decom- 
bination  and  recombination. 

At  a  time  when  conglomerates  are 
out  of  favor,  in  corporation  board- 
rooms as  well  as  on  Wall  Street,  Ling 
and  his  exploits  of  yesteryear  at  Ling- 


Temco-Vought  may  no  longer  seem 
relevant.  But  the  fact  is,  he  still  has 
plenty  to  teach  the  morning-after  con- 
glomerators.  Ling's  specialty  at  L-T-V 
was  not  only  acquiring  companies,  but 
also  rearranging  them  and  splitting 
them  off  into  independent,  partly  pub- 
licly owned  enterprises.  "Redeploy- 
ment" he  called  it  in  1965  when  he 
spun  off  LTV  Aerospace,  LTV  Elec- 
trosystems  and  LTV  Ling-Altec,  and 
again  in  1967  when  he  broke  Wilson 
&  Co.  into  three  independent  parts. 
Curiously,  few  imitated  Ling's  strat- 
egy in  L-T-V's  days  of  glory,  but 
now  that  L-T-V  has  collapsed,  many 
have  adopted  it.  Brunswick  Corp.  has 
sold  off  15%  of  its  Sherwood  Medical 
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Minnesota  Mining 
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General  Electric 
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ELTRA 
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Westinghouse 
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4 
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9 
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15 
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6 
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Union  Carbide 
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424 
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9 
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12 
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Bendix 
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Note:  Explanation  of  Yardstick  calculations  on  page  92. 
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Welcome  To 

.CAKLAMD/ 
MAMEDA 

couNrr 


Afld  we  can  prove  It. 

Oakland/Alameda  County  is  number  one  in 
transportation,  population  and  retail  sales  in  Northern 
California.  We  have  the  facts  to  prove  it. 

We  can  provide  you  with  other  important  facts- 
sound  reasons  why  your  plant  or  business  should  be 
in  Oakland/Alameda  County.  This  includes 
information  on  labor  supply,  utilities,  education, 
climate,  as  well  as  a  complete  description  of  currently 
available  industrial  plant  sites.  If  expansion  is  in 
your  company's  immediate  or  future  plans,  mail 
this  coupon  with  your  letterhead  today. 


Oakland/Alameda  County  New  Industries  Committee 
1320  Webster  Street,  Suite  205 
Oakland,  California  94612 


Name. 


-Title. 


Company  Name. 

Address 

City 


.Zip. 


Oakland  I  Alameda  Co 


I 


ALAMEDA  •  ALBANY  •  BERKELEY  •   EMERYVILLE   •   FREMONT  • 
HAYWARD    •     LIVERMORE  •  NEWARK  •  OAKLAND  •  PIEDMONT  • 
PLEASANTON  •  SAN  LEANDRO  •    UNION  CITY  •  RURAL  ALAMEDA  COUNTY 
Unincorporated  Areas:  Castro  Valley  •  Dublin  •  San  Lorenzo 


subsidiary,  Studebaker-Worthington 
has  opened  to  public  ownership  STP, 
Turbodyne,  Clarke-Gravely,  Wagner 
Electric  and  Massonelan  International. 
Whittaker  Corp.  has  done  the  same 
with  Computing  &  Software.  Walter 
Kidde  sold  off  15%  of  LCA  Corp.  and 
30%  of  Globe  Security  Systems.  Gulf 
&  Western  sold  off  10%  of  APS,  Inc., 
its  original  auto  parts  business,  and 
ATO  at  least  talked  of  selling  off  mi- 
nority interests  in  both  Rawlings  and 
American  LaFrance. 

Ways  &  Means 

For  such  companies,  the  advan- 
tages were  considerable.  In  selling 
30%  of  Globe  Security  Systems,  for 
instance,  Kidde  generated  some  $11 
million  in  much  needed  cash,  con- 
verted an  asset  carried  on  the  books 
at  $7  million  into  an  asset  with  a  mar- 
ket value  of  about  $30  million.  The 
creation  of  a  public  market  has  its 
advantages,  notably  in  easing  the  dis- 
position of  added  shares  in  the  future. 
After  all,  L-T-V  sold  off  100%  of  its 
holdings  in  both  Wilson  Sporting 
Goods  and  Wilson  Pharmaceutical 
before  it  was  through,  and  this  may 
prove  to  be  the  prevailing  pattern. 

Whittaker  has  already  virtually  di- 
vested itself  of  Computing  &  Software 
and  has  every  intention  of  divesting 
itself  of  Dynasciences.  City  Investing 
has  already  committed  nearly  half  of 
its  holdings  in  General  Development 
(49%  owned)  to  an  issue  of  converti- 
ble debentures,  and  is  likely  to  dispose 
of  the  remaining  shares  sooner  or  lat- 
er. In  making  such  dispositions,  the 
trick,  of  course,  is  to  put  together  a 
package  that  the  market  will  buy,  and 
that  is  sometimes  easier  said  than 
done.  Whittaker  sold  C&S  for  a  $16.5- 
million  gain;  L-T-V,  on  the  other 
hand,  divested  itself  of  both  Okonite 
and  Branift'  at  a  $96.7-million  loss. 

In  a  sagging,  soggy  stock  market, 
however,  the  Jimmy  Ling  game 
wasn't  always  playable.  Most  compa- 
nies had  no  choice  but  to  take  their 
medicine  straight,  selling  or  liquidat- 
ing those  divisions  they  no  longer 
wanted,  needed,  or  could  afford  to 
retain.  But  the  losses  were  often  bit- 
ter. White  Consolidated  dumped  its 
30%  interest  in  Allis-Chalmers  at  a 
$63.3-million  loss.  Northwest  Indus- 
tries wrote  off  $55  million  in  antici- 
pation of  selling  its  holdings  in  B.F. 
Goodrich  and  Inmont.  Walter  Kidde 
worked  out  a  deal  to  sell  U.S.  Lines— 
at  a  loss  of  $42  million.  American 
Standard  is  disposing  of  $250  million 
in  assets  over  the  next  couple  of  years. 
And  after  all,  did  such  losses  matter 
that  much?  The  stock  market  was  so 
sick  it  seemed  to  expect  bad  news. 
And  if  you  played  your  cards  right 
and  were  sufficiently  conservative  in 

FORBES,   JANUARY  1,    1972 


\our  write-offs,  you  could  build  a 
hefty  cushion  of  futiire  gains  into  your 
earnings— as  Signal  Cos.  and  North- 
west Industries  may  have  done,  for 
instance. 

"When  a  company  acquires  as 
many  assets  as  we  have  in  such  a 
short  time,"  observed  National  Indus- 
tries' Stanley  R.  Yarmuth,  without  a 
hint  of  regret  for  the  errors  of  the 
past,  "there  is  a  digestion  period  as 
well  as  a  period  needed  to  reevaluate 


the  assets  that  were  accumulated  by 
others  in  terms  of  present  and  future 
needs."  In  the  name  of  indigestion, 
Yarmuth  blithely  wrote  off  $17  mil- 
lion last  year.  "Rapid  growth,  even 
under  the  best  of  conditions,"  said 
L-T-Vs  Paul  Thayer  philosophically, 
"always  commands  a  price  in  terms 
of  the  pressure  it  brings  to  bear  on  a 
company.  At  L-T-V,  where  the  growth 
was  extraordinary  and  the  outside 
obstacles  particularly  great,  the  price 


was  especially  high."  It  was  indeed; 
L-T-Vs  after-tax  losses  came  to  $78.5 
million  over  the  past  three  years. 

Yet,  for  all  their  ills,  the  fact  is 
that  in  1971  most  of  the  conglomer- 
ates did  not  fare  at  all  badly.  AMF, 
Amfac,  ITT,  International  Utilities 
were  among  the  conglomerates  boast- 
ing record  years.  At  the  nine-month 
point,  only  nine  of  the  46  conglom- 
erates in  the  Forbes  Yardstick  listings 
reported    declines    in    earnings    from 
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Noise  POLLUTION 
SOLUTION! 


Owners  of  engines  and  generating  sets  can 
help  stamp  out  noise  pollution  with  this  new, 
"Q  for  quiet"  Young  ItflWC-Q  Water  Cooling 
Radiator.  For  example,  a  Young  Radiator 
features  a  comparatively  slow  11,000  FPIs/l  fan 
tip  speed  +  low  hp  +  wide  airfoil  blades 
which  means  10  decibels  quieter  operation. 
Available  for  fast  shipment.  Catalog  No.  1571. 
Look  to  Young  for  leadership  in  cooling  all 
types  of  engines,  turbines,  compressors,  con- 
verters, transmissions,    fluids,    machine  tools. 


YOUNG  RADIATOR  COMPANY 

Qeneral   Offices:   Racine,  Wisconsin  53404 

Radiators  •  Heat  Exchangers 
Oil  Coolers  •  Unit  Heaters 


NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Street,   President 
Chalionooqa,  Tornessoe  37402 


OIL   AND    GAS    DIVISION 

Minerals  ownership, 
exploration  and  development, 

WHELAND   FOUNDRY    DIVISION 

One  of  the  nation's  iofgest  and   inos' 
modern  production   facilities. 

IISTEO  Afi/IERICAN  AND  PACK  It  COAST 
STOCK   EXCHANGES  (SYMBOL     NAR) 


operations— a  far  lower  proportion 
than  occurred  among  the  more  con- 
ventional multi-industry  companies.  Of 
these,  TRW,  Teledyne,  Studebaker- 
Worthington  and  Alco  Standard  were  - 
off  from  the  records  that  they  had 
set  in  1970. 

But  if  conglomeration  wasn't  a  di- 
saster area  in  last  year's  recession,  it 
wasn't  a  haven  from  economic  vicis- 
situdes. The  more  you  are  diversified, 
the  more  you  are  exposed.  Thus,  in  a 
bad  vear  for  the  chemical  industry, 
FMC',  GAF,  National  Distillers  and 
Union  Carbide  could  hardly  hope  to 
escape  unscathed.  Or  Olin  and  Mar- 
tin Marietta  in  a  year  when  alumi- 
num profits  were  off.  Or  Litton,  Tele- 
dyne,  TRW  or  Signal  when  defense 
contracting  was  down. 

"Our  growth,"  says  Ogden  Corp.'s 
Ralph  Ablon,  "has  been  in  accordance 
with  an  overall  plan  which  did  not 
presume  a  primarily  favorable  and 
growing  economy.  Acquisitions  were 
sought  to  fit  a  model  of  a  well-bal- 
anced diversified  company."  Even  so, 
Ogden's  balance  was  not  sufficient  to 
prevent  a  more  than  50%  decline  in 
earnings  between  1967  and  1970.  Di- 
versification can  ease,  but  it  can  also 
complicate  the  problem  of  beating 
downturns  in  the  economy. 

This  really  should  have  surprised 
no  one  in  the  last  stages  of  the  con- 
glomerate boom,  when  investors  and 
conglomerators  alike  talked  only  of 
endlessly  compounding  annual  earn- 
ings growth.  BiTt  earlier  it  was  felt 
the  object  of  diversification  was  not 
extraordinary  growth  but  stability  in 
earnings.  That  was  what  led  most 
companies  down  the  conglomerate 
path  in  the  first  place— because  their 
long-term  stability  seemed  endan- 
gered, Textron  was  alamied  as  much 
by  the  textile  industry's  cycles  as  by 
its  low  return.  Studebaker-Worthing- 
ton  was  unable  to  compete  in  the  auto 
market.  Whittaker  faced  a  decline  in 
defense  buying;  International  Utilities 
the  confiscation  of  its  Canadian  utility 
properties.  The  list  could  be  extended 
endlessly.  And  in  the  citrrent  econom- 
ic slump,  stability  looks  at  least  as  at- 
tractive as  ever. 

"We  made  up  our  minds,"  Charles 
Hluhdorn  explained  a  while  back,  with 
the  air  of  one  who  has  just  discovered 
the  wheel,  "not  to  rely  on  any  one 
product,  any  one  market,  any  one 
technology.  Thus  in  any  year,  al- 
though some  of  our  companies  must 
be  down,  as  a  whole  Gulf  &  Western's 
performance  would  continue  strong. 
This  is  the  rationale  of  sound  dixersifi- 
calion,  oi  sound  conglomeration.  This 
is  tlie  cornerstone  on  which  our  com- 
pany was  built." 

Bluhdoni  w  us  speaking  with  all  the 
ler\()r    of    a    convert.    The    tunnbers 


Ling  of  Omega-Alpha 

game,  not  the  management  game,  pre- 
vailed in  the  late  Sixties,  and  Bluhdorn 
played  it  as  skillfully  as  any.  What 
mattered  in  making  acquisitions  was 
not  stability,  not  balance,  but  the 
mathematical  impact  of  an  accjuisition 
on  the  income  statement.  Permissi\e 
accounting  and  stock  market  enthusi- 
asm could  turn  almost  any  sow's  ear 
into  a  silk  purse,  and  did.  Says  one 
conglomerate  executi\'e:  "It  was  like 
that  guy  that  came  up  to  a  crap  table 
for  the  first  time,  rolled  seven  und 
said,  'What  a  way  to  make  a  living!'  " 

And  for  a  wliile  it  was.  And  the 
game  wasn't  simpK  craps  either,  Tlie 
conglomerates  attracted  some  of  the 
most  talented  managers  and  mone\' 
men  in  U.S.  industry,  and  the  results 
showed  it— not  simply  in  the  growth 
in  earnings,  but  in  return  on  investment 
as  well.  Which  is  why.  for  all  their 
legerdemain,  the  performance  aver- 
ages for  the  conglomerates  exceed 
those  of  the  more  coineiitional  multi- 
industry  companies  (sec  tables).  Out- 
going antitrust  boss  Ricliard  McLaren 
(sec  p.  129)  likes  to  believe  that  the 
Justice  Department's  jawboning  had 
a  great  deal  to  do  with  the  collapse 
of  the  movement.  But  at  least  as  im- 
portant were  changes  in  the  account- 
ing profession,  which  belatedly  got 
religion  over  the  pooling-of-interest 
rule— that  and  the  general  disenchant- 
ment with  the  stock  market. 

But  the  collapse  seems  onl\'  tem- 
porary. Unlike  the  holding  companies 
of  the  Twenties— Samuel  In.sull's  utility 
combines  or  the  van  Swearingen's  Al- 
leghany     Corp.— the      conglomerates 
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have  not  gone  bankrupt— not  one,  not 
L-T-V  or  \\'hittaker  or  General  Host, 
not  Bangor  Punta  or  NVF.  They  have 
not,  first  because  the>-  learned  how  to 
acquire  with  paper  rather  than  as- 
suming crushing  debt.  But  they  were 
also  useful  to  would-be  sellers  of  small 
companies  and  to  managers  anxious 
to  spread  their  wings.  Admittedly 
there  were  vices  aplenty,  but  the  con- 
glomerate did  offer  financial  support 


for  vmdercapitalized  companies  and 
at  least  the  prospect  for  more  efficient 
utilization  of  capital. 

Which  is  why,  for  all  McLaren's 
warnings,  the  conglomerate  movement 
is  far  from  dead.  Despite  last  fall's 
consent  decree,  ITT  has  still  not 
stopped  making  acquisitions,  either  in 
the  U.S.  or  abroad.  Textron  has  gone 
after  Boston's  Kendell  Co.  Studebaker- 
Worthington   is   acquiring  control   of 


As  I  SCG  it     McLaren's  March  to  the  Sea 


Some  would  say  that  Richard  W.  McLaren  did  to  the  conglomerates 
what  General  Sherman  did  to  the  Confederacy:  While  Grant  attacked  the 
Rebel  front,  Sherman  was  cutting  reinforcements  and  supply  lines  of  the 
Confederate  army  from  the  rear.  So  McLaren,  on  taking  over  as  Justice 
Department  antitrust  chief  in  1  969,  launched  a  series  of  Sherman-like 
blows  against  ITf,  Ling-Temco-Vought  and  Northwest  Industries  just 
when  the  conglomerates  were  reeling  from  stock  market  and  business 
reverses— and  thus,  in  effect,  he  blocked  their  supply  route  by  challenging 
mergers  recently  made  or  in  process. 

But  this  legal  Sherman,  it  seems,  finally  met  his  Waterloo.  Amidst 
rumors  and  press  reports  that  he  had  been  eased  out,  McLaren  departed 
to  take  a  Federal  judgeship.  There  were  reports  that  his  zealous 
approach  had  offended  some  businessmen  whose  support  the  White 
House  may  need  in  1972.  Both  the  Justice  Department  and  McLaren 
denied  the  rumors,  but  the  proof  of  the  pudding  will  be  in  the  eating: 
Below  in  an  interview  with  Forbes  shortly  before  his  departure, 
McLaren  outlined  his  views  in  clear  terms.  But  some  questions  re- 
mained: Will  McLaren's  successor  take  a  softer  line?  Will  he  be  more 
amenable  to  political  pressure? 


What  was  your  rationale  in  moving 
against  the  conglomerates?  After  all, 
prior  to  1969  the  Justice  Depart- 
ment's antitrust  chiefs  always  argued 
that  antitrust  laws  didn't  apply  to  con- 
glomerate mergers. 

McLaren:  We  took  the  position  right 
from  the  first  that  a  conglomerate  is 
just  a  different  term  for  a  diversified 
company.  We've  got  a  lot  of  diversi- 
fied companies,  and  we've  got  nothing 
against  them.  What  we  were  con- 
cerned about  was  anticompetitive 
mergers.  To  the  extent  that  a  diver- 
sified company— or  a  conglomerate  if 
you  will— wanted  to  go  out  and  make 
an  acquisition  in  a  different  field  that 
wasn't  going  to  lessen  competition, 
why,  we  were  all  in  favor  of  it. 

We  spoke  a  lot  about  foothold  ac- 
quisitions, particularly  in  concentrat- 
ed industries.  It  was  part  of  our  think- 
ing that  a  very  large  company  can  go 
into  a  new  industry  by  making  foot- 
hold acquisitions,  but  we  didn't  want 
to  see  it  going  in  and  acquiring  the 
No.  One  company,  the  No.  Two  com- 
pany, whatever  it  might  be.  I  think 
you  have  seen  a  substantial  slowing 
down  in  the  merger  rate,  but  you 
still  see  a  lot  of  foothold  acquisitions, 
and  I  think  the  whole  thing  is  in  a 
healthy  posture  at  the  moment. 


You  testified  two  years  ago  before 
the  House  Ways  ir  Means  Committee 
that  you  were  alarmed  by  the  pre- 
cariousness  of  the  financial  structures 
the  conglomerates  were  erecting  and 
by  the  impact  they  were  having  on 
people  and  on  local  communities.  Was 
it  considerations  such  as  these,  rather 
than  anticompetitive  ones,  that  were 
t}\e  prime  motives  in  your  attack  on 
the  conglomerates? 

McLaren:  I  got  into  these  noncom- 
petitive matters  simply  because  it  is 
part  of  the  business  of  Congress  to 
consider  them.  My  testimony  at  that 
time  was  very  carefully  directed  to- 
ward what  Congress  should  think 
about  it,  not  what  we  were  thinking 
about  it.  Our  efforts  were  directed 
specifically  at  the  kinds  of  mergers 
that  we  could  fit  into  concepts  that 
had  been  laid  down  by  the  Supreme 
Court. 

In  attacking  the  conglomerates,  you 
emphasized  two  basic  concepts— po- 
tentiality, referring  to  a  situation 
where  an  acquiring  company  was  a 
possible  entrant  into  the  acquired 
firm's  market;  and  reciprocity,  refer- 
ring to  a  company's  ability  to  use  its 
large-scale  purchasing  power  to  pro- 
mote its  own  sales.  With  these  weap- 


both  Pan  American  Sulphur  and  its 
parent,  Susquehanna.  Northwest  In- 
dustries has  picked  up  Buckingham 
Corp.,  and  Illinois  Central  has  ac- 
quired Dad's  Root  Beer  and  Midas 
International. 

It  just  might  be  beginning  again. 

One  straw  in  the  wind:  Jim  Ling 
has  already  salvaged  Omega-Alpha 
out  of  the  ruins  of  his  ambitions  for 
L-T-V,  and  is  poised  to  begin  anew. 


Judge  McLaren 

ons,  you  attempted  to  extend  antitrust 
regulation  beyond  the  precedents 
that  the  Court  had  handed  down. 

McLaren:  It  didn't  require  exten- 
sion. The  Supreme  Court  had  spe- 
cifically laid  it  out.  You  had  the  El 
Paso  and  Pennwalt,  Penn-Olin  cases 
in  the  potential  competition  fields,  and 
then  you  had  the  Consolidated  Foods 
and  the  General  Foods  cases  on  the 
question  of  reciprocity,  and  you  had 
the  Clorox  case  on  the  question  of  a 
very  large  company  moving  into  an 
industry  pretty  well  populated  by 
small  companies  and  overshadowing 
everybody  that's  in  there. 

I  think  you  can  make  an  awfully 
good  argument  that  the  more  concen- 
trated an  industry  gets,  the  less  effec- 
tively competitive  it  is,  the  higher  the 
profits  run,  the  stickier  the  prices  are. 
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Abetter  quality  of  life  begins  with  a  good  house. 

Before  you  buy  one  of 
the  millions  of  houses  to  be 
built  during  the  seventies, 
here's  what  you  should 
know  about  tile  floors. 


Chances  are  the  new  house  you 
buy  will  have  some  kind  of  tile 
floorinj?  somewhere.  Your  main 
concern  will  be  keepinR  it  shiny. 

But  if  you  buy  an  older  house, 
or  already  own  one,  you  may  want 
to  replace  the  iiresent  lloor 
covering.  Or  just  replace  a  few 
tiles  that  may  have  worked  loose. 

Whichever  the  case,  the 
followintr  is  intended  as  a  short 
primer  on  the  selection  and 
upkeep  of  tile  llooririK. 

THEVIRTirp:S()F 
VINYL-ASHKSTOS 

The  most  frequently  used  lloor  tile 


today  is  vinyl-asbestos.  With  good 
reason.  Available  in  a  myriad  of 
colors,  patterns  and  textures, 
vinyl-asbestos  has  proven  its 
worth  in  kitchens,  family  rooms, 
laundry  rooms— any  place  you 
need  an  easy-to-clean,  durable 
lloor  covering.  (It  will  last  and 
last,  so  be  sure  you  choose  a  style 
you  really  like.) 

A  NEW  FLOOR: 
STARTING  FRESH 

Tile  floors  are  only  as  good  as  the 
subtkiors  they  cover.  A  damp 
subsurface  will  cause  poor 
adhesion.  One  that's  uneven  will 


eventually  "telegraph"  its  rough 
spots  through  the  resilient  tile 
laid  over  it.  A  concrete  subsurface 
can  be  levelled  by  using  a  hammer 
and  chisel  on  the  high  spots  and 
by  filling  valleys  with  a  latex 
underlayment.  A  wood  subfloor 
should  be  at  least  two  feet  above 
ground  level  and  well  ventilated. 
If  the  top  boards  are  over  3 ' .; " 
wide,  they  should  be  covered  with 
plywood  at  least  '■•'s"  thick.  Tile 
may  be  laid  over  old  floor 
coverings,  but  only  if  they're  flat, 
tight  and  free  of  all  coatings. 

TILE-IT-YOURSELF 

To  begin,  find  the  exact  center 
of  the  room  by  stretching  a  chalk 
string  from  the  midpoints  of  the 
opposite  walls.  Using  the  chalk 
marks  as  a  guide,  set  down  loose 
tiles  from  the  center  to  a  side  wall 
and  an  end  wall.  If  you  reach  a 
wall  with  a  strip  less  than  two  or 


three  inches  wide  remaining, 
move  your  center  guide  line  over 


about  half  a  tile-width.  Now  you 
won't  have  to  fit  narrow  pieces  of 
tile  along  the  wall. 

There  are  a  number  of 
easy-to-use,  brush-on  adhesives 
on  the  market.  Application  is 
simple— just  follow  the 
manufacturer's  instructions. 
Start  laying  tiles  in  the  center. 
Butt  each  tile  firmly  in  place 
without  sliding.  To  fit  around  a 
pipe  or  other  obstruction,  first 
make  a  paper  pattern  and  then 
transfer  it  to  the  tile.  At  room 
temperature,  vinyl-asbestos  cuts 
easily  with  a  scissors  or  knife. 

You  can  al-so  simplify  the  whole 
procedure  by  using  self-sticking 
tiles.  They  require  no  additional 
adhesive  because  it's  pre-applied 
at  the  factory.  You  just  peel  off 
the  paper  backing  and  set  the  tile 
in  place.  Self-adhering  tiles  are 
easily  cut  and  just  as  durable  as 
those  requiring  regular  adhesives. 

SPARE  THE  WATER, 
SAVE  THE  FLOOR 

Never  flood  a  tile  floor.  And  avoid 
using  harsh  cleaners,  strongly 
alkaline  detergents  or  scalding 
water.  They  can  mar  the  finish 
and  damage  the  adhesive  bond. 

Before  applying  any  protective 
finish,  start  with  a  really  clean 


floor.  Your  best  bet  is  the  cleaner 
offered  by  the  manufacturer  of 
your  tile.  Rinse  with  clear  water. 

A  paste  wax  coating  is  not 
advisable— it  may  contain  .strong 
.solvents.  Today's  most  popular 
floor  finishes  are  the  acrylics, 
which  work  beautifully  on 
vinyl-asbestos.  Always  follow  the 
manufacturer's  directions.  And 
remember  that  two  thin,  even 
layers  of  finish  are  better  than  a 
single  thick  one.  Heavy  coatings 
actually  attract  and  trap  dirt, 
which  discolors  the  polish.  A  high 
gk)ss  comes  from  lots  of  buffing, 
not  lots  of  polish. 

SIMPLE  REPAIRS 
KEPT  SIMPLE 

Removing  vinyl-asbestos  tiles 
requires  the  direct  application  of 


heat  to  soften  the  adhesive.  Your 
home  iron  will  do  fine.  Set  it  at  its 
highest  temperature  and  protect 
its  face  with  a  damp  cloth.  Better 
yet,  rent  a  special  electric  heating 
plate  from  your  dealer. 

As  the  adhesive  softens,  pry  up 
the  tile  with  a  putty  knife.  Scrape 
away  the  old  adhesive  and  smooth 
the  subfloor  area.  Apply  new 
adhesive,  but  don't  use  too  much 
and  keep  it  away  from  the  edges 
or  it  may  ooze  up  through  the 
joints.  Now  replace  the  tile  and 
smooth  it  with  a  rolling  pin. 


Flintkote  originally  earned  its 
reputation  as  the  maker  of  roofing 
materials,  but  now  we  also  make 
products  for  your  whole  house. 
Vinyl-asbestos  tiles,  for  instance, 
along  with  their  adhesives. 
FLINTKOTE  Peel  and  Stick,  a 
self-adhering  vinyl-asbestos  tile, 
comes  in  a  variety  of  colors, 
patterns  and  textures.  Other 
products  that  continue  to  enhance 
the  Flintkote  name  are  insulation, 
concrete,  lime,  portland  cements, 
and  gypsum  and  paper  packaging 
products. 

The  Flintkote  Company 
400  Westchester  Avenue 
White  Plains,  New  York  10604 


[ 


Nobody's  got  more  products  to  build  with-  FLINTKOTE 


® 


Part  of  the  fastest  growing  area  in 
the  Southwest.  The  28,000 
square-mile  Texas-Louisiana  area  we 
serve  is  endowed  with  all  the  prime 
movers  of  industry.  What  you  don't 
know  can  hurt  you  when  it  comes  to 
site  selection. 

To  be  sure  you  have  all  the  facts 
before  you  make  a  move,  write  for  our 
free  brochure,  "Land  Labor  n^_^ 
and  Resources".  ^  ^^^v 


^ 


Mail  to:  Malcolm  Williams 
Director  of  Area  Development 
Gulf  Slates  Utilities  Company 
Department  F-1 
P.O.  60x2951 
Beaumont.  Texas  77704 
Tel.  (713)838-6631 
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As  I  See  it 


One  of  the  things  that  make  it  im- 
portant that  we  continue  as  a  free 
trade  country  is  that  there  are  certain 
industries  that  are  concentrated  on  a 
worldwide  basis,  let  alone  just  in  the 
U.S.,  and  it's  most  important  to  keep 
our  borders  open.  Even  the  potential 
competition  of  a  foreign  manufacturer 
will  help  make  our  fellows  stay  on 
their  toes. 

But  haven't  times  changed?  Japan 
now  has  the  world's  largest  steel  com- 
pany, and  in  an  industry  tvhere  scale 
economies  are  important,  wouldn't  it 
be  desirable  to  permit  mergers  that 
would  enable  our  steel  companies  to 
compete  more  effectively? 

McLaren:  You  can  get  good  argu- 
ments running  both  ways.  I  think  that 
as  regards  steel,  you  don't  need  very 
large  companies  as  much  as  you  need 
efficient  plants.  You  can  put  different 
plants  together  through  a  merger,  and 
they  won't  be  a  bit  more  efficient  if 
the  individual  plants  are  already  of 
optimum  size  separately.  The  Europe- 
ans, you  see,  rationalized  their  plants. 
They  put  two  or  three  plants  together, 
and  where  each  of  them  had  been 
making  an  assortment  of  products, 
they  had  them  concentrate  on  particu- 
lar specialties.  In  that  way  I'm  sure 
you  can  get  greater  economies. 

What  would  happen  if  some  com- 
panies tried  that  here? 

McLaren:  If  there  were  antitrust  vio- 
lations, the  answer  is  obvious. 

As  U.S.  industry  grows  more  inter- 
national or  at  least  multinational,  will 
U.S.  antitrust  policy  inevitably  have 
to  change?  The  recent  ITT  consent 
decree  decision  does  not  affect  their 
expansion  overseas. 

McLaren:  The  Sherman  Act  applies 
to  U.S.  domestic  and  foreign  com- 
merce, and  the  charges  we  had 
brought  against  ITT  had  to  do  with 
acquisitions  of  domestic  companies. 
Of  course,  we  already  have  a  great 
many  multinational  companies,  and  to 
the  extent  that  their  activities  abroad 
have  an  impact  on  U.S.  domestic  and 
foreign  commerce,  we'll  look  into  it. 
These  companies  recognize  that 
they're  subject  to  our  laws.  By  the 
same  token,  so  are  foreign  firms  if  they 
are  doing  business  here— to  the  extent 
that  we  can  reach  them.  If  they  form 
a  cartel  or  something  like  that  which 
alTocts  our  market,  we'll  go  after  them. 
An   example   of   that    is   (lie    (ininine 


cartel  here  a  few  years  ago.  They 
made  that  up  abroad,  but  it  had  an 
impact  here  in  the  U.S.  In  fact,  part 
of  it  was  to  buy  up  a  U.S.  stockpile 
and  raise  prices. 

You  hear  a  lot  of  talk  these  days 
about  suspending  the  antitrust  laivs 
to  permit  the  oil  companies  to  nego- 
tiate ivith  the  oil-producing  countries, 
to  ease  the  problems  of  research  and 
development— on  automotive  pollu- 
tion-control devices,  for  instance,  to 
make  the  U.S.  more  competitive  in 
export  markets.  Is  this  desirable?  Is 
there  a  chance  it  will  happen? 

McLaren:  If  there  are  antitnist  viola- 
tions, we  have  no  choice  but  to  pro- 
ceed against  them.  In  the  R&D  area- 
safety  and  smog  and  that  sort  of  thing 
—we  brought  a  case  against  the  auto 
companies,  the  trade  association  and 
so  on,  because  California  had  enacted 
a  very  tough  law,  and  they  got  to- 
gether and  agreed  to  drag  their  feet 
in  licking  this  problem.  We  have  a 
consent  decree  against  the  companies 
working  with  one  another.  The  de- 
cree does  not  prevent  the  auto  com- 
panies from  working  in  teams  with 
other  firms  that  are  not  competitors— 
an  oil  company,  a  chemical  company, 
an  R&D  outfit.  Competing  teams  are 
fine,  but  you  don't  have  to  put  all  the 
companies  in  an  industry  together, 
where  everybody  kind  of  grabs  the 
tail  of  the  elephant  in  front  of  him 
and  goes  around  in  a  circle.  It's  much 
better  if  everybody  knows  there  are 
other  teams  competing  and  they're  go- 
ing to  have  to  pay  patent  royalties  to 
the  guy  who  does  succeed  in  licking 
the  problem.  This  is  the  way  this 
(Continued  on  page  137) 
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Enter  an  All-Steel  environment. 
From  either  side  of  the  desk,  All- 
Steel's  contemporary  styling  adds 
up  to  distinctive,  yet  efficient  sur- 
roundings—at a  price  that  invites 
comparison.  Select  from  a  com- 
plete line  of  furniture  and  files. 
Call  your  All-Steel  dealer  or  write 
All-Steel  Equipment  Inc.,  Aurora, 
Illinois  60507.  Showrooms  in 
New  York,  Chicago,  Los  Angeles, 
Aurora.  In  Canada:  B.K.Johl,  Inc., 
-"'Montreal,  Toronto,  Vancouver. 
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What  it  takes  to 

meet  DC-10  wingskin 
specs: 

Aluminum  plate  up  to  80  ft,  7  in.  long, 
with  as  many  as  18  different  planes  and  tapers 
on  a  piece,  milled  as  thin  as  .08  in. 


It  takes  Reynolds 


Sometimes  it  takes  more  than  just 
quality  aluminum  to  meet  a  manufac- 
turer's needs.  Case  in  point:  the  inner 
and  outer  wingskins  for  IVIcDonnell 
Douglas'  luxury  trijet  transport,  the 
DC-10. 

McDonnell  Douglas  wanted  high- 
est quality  metal  all  right,  but  they 
wanted  their  plate  shaped  and  ma- 
chined to  the  most  complex  specifica- 
tions and  precise  tolerances.  The  men 
at  Reynolds  are  delivering  on  all  these 
requirements  for  the  DC-10's  155  ft. 
wings  from  their  huge  McCook,  III. 
plant. 

There  they  cast  the  aluminum  in- 
got, roll  the  plate,  heat-treat  and 
stretch-level  it,  cut  it  to  shape,  and 
contour-mill  it.  With  pieces  running  as 
long  as  967  in.,  with  as  many  as  18  dif- 


ferent planes  and  tapers 
on  a  piece,  and  with  pre- 
cise gauge  and  finish  tol- 
erances, this  is  no  ordi- 
nary job.  But  the  men  at 
Reynolds  have  been  de- 
livering the  parts  on 
schedule  to  Douglas  of 
Canada,  where  they  are 
fabricated  and  riveted  to 
the  plane's  wing  spars. 

And  Reynolds  capabilities  are  still 
growing.  A  second  five-axis  three- 
spindle  milling  machine  just  added  at 
McCook  makes  Reynolds  one  of  the 
largest  producers  of  machined  long 
plate  . . .  and  our  new  continuous  coil 
heat  treating  and  annealing  furnace 
there  is  one  of  the  most  sophisticated 
in  the  industry. 

To  learn  more  about  Reynolds 
abilities  and  facilities  for  defense 
needs,  contact  your  man  at  the  local 
Reynolds  office  or  write  Reynolds 
Metals  Company,  P.O.  Box  27003-LH, 
Richmond,  Virginia  23261 . 


REYNOLDS 
ALUMINUM 


Plate  stretcher  at  Reynolds  plant  flattens 
and  stress-relieves  plate  to  assure  flatness 
and  dimensional  stability 


Reynolds  new  continuous  coil  heat  treating 
and  annealing  line  for  continuous  process- 
ing of  aluminum  sheet,  improved  quality 
and  uniformity. 


Ifour  convention 
dollar  is  a  magic 
carpet  in  Mexico. 

There's  no  "freeze"  on 
anything  in  Mexico. 

Your  convention  dollar 
gets  you  just  as  many  pesos  as 
it  did  before... and,  starting 
right  now,  they'll  buy  you  a 
whole  lot  more. 

That's  what  makes  your 
next  convention  a  matter  of 
dollars  and  sense.  Nowhere 


else  will  you  find  all  that 
Mexico  has  to  offer  — to  large 
and  small  organizations  alike 
—  at  prices  that  are  lower 
than  ever  before. 

Sun-drenched  beaches, 
magnificent  facilities,  warm- 
blue  waters  and  the  most 
inviting  year-round  climate  in 
the  world.  Add  to  this  the 
smiling,  friendly  faces,  the 
comfortable  hotels  and  meeting 
rooms,  the  hospitality  that  only 
Mexico  can  offer... and  you'll 
soon  see  why  more  organiza- 


tions than  ever  before  are 
giving  a  Mexican  flavor  to 
their  convention  choice. 

Find  convention  happiness 
in  Mexico.  Where  you  always, 
buy  low... and  live  high. 
Write  Director  of  Conventions, 
Mexican  National  Tourist 
Council,  677  Fifth  Avenue, 
■  New  York,  N.Y.  10022. 
Convention  happiness 
is  12.50  pesos  for  your  dollar. 

Mexican  National  Tourist  Council 
Mexican  Government  Department  of  Tourism 
Convention  Bureaus  of  Mexico  City, 
Acapulco  and  Guadalajara 


As  I  See  It 


(Continued  from  page  132) 
countn-  was  built,  and  not  with  ev- 
enbody  getting   together  and  sitting 
on  their  tails. 

But  there's  the  deterioration  of  our 
trade  balance.  What  are  the  chances 
the  antitrust  laws  will  be  suspended 
in  order  to  help  U.S.  firms  compete 
more  effectively  abroad? 

McLaren:  I  have  over  and  over  again 
asked  for  some  specific  infoiTnation  as 
to  just  where  the  antitrust  laws  are 
hampering  American  business  from 
competing  abroad,  and  I've  continued 
to  get  very  little  hard  facts.  One  of 
our  top  antitrust  lawyers  interviewed 
American  managers  all  over  Europe 
a  couple  of  years  ago  to  see  what 
was  the  impact  of  the  American  anti- 
trust laws  abroad,  and  he  was  unable 
to  see  any  adverse  impact.  In  fact,  he 
was  told  privateK  that  American  com- 
panies found  the  antitrust  laws  ver\ 
useful  because  they  could  use  them 
as  an  excuse  for  not  joming  the  cartels 
of  other  people,  and  still  get  in  there 
and  compete. 

1  think  there  is  undoubtedly  more 
that  the  Government  can  do  to  lielp 
our  people  in  the  export  fields,  but 
so  far  I  find  very  little  that  points  to 
the  antitrust  laws  as  a  deterrent. 

As  Government  becomes  more 
deeply  involved  in  the  operation  of 
private  business— through  loans,  for 
example,  or  through  subsidies— isn't 
competition  going  to  become  quite  a 
different  thing  from  what  it  has  al- 
nays  been  in  the  past? 

McLaren:  I  think  you're  talking 
about  a  very  small  portion  of  the  na- 
tional economy.  The  vast  part  of  the 
economy— and  the  part  that's  done 
best— has  been  competitive  in  all  as- 
pects. I  think  the  Penn  Central  thing 
is  a  matter  of  trying  to  cooper  up  the 
mistakes  of  the  last  40  or  50  years. 
From  what  I  gather,  the  Lockheed 
thing  reflects  some  very  bad  mistakes 
on  the  part  of  the  Defense  Depart- 
ment. The  atomic  energy  situation 
lias  been  practically  a  government 
monopoly,  and  then  there's  the  space 
program.  I  think  there  are  perhaps 
some  very  very  few  areas— where  the 
input  is  tremendously  expensive  and 
the  ultimate  output  is  questionaI:)le— 
that  the  private  sector  can't  handle. 

But  I  don't  think  those  are  very 
good  examples  of  where  we  are  go- 
ing. I  would  look  for  competition  to 
continue  to  do  the  better  job.  Winston 
Churchill    said.     Democracy— it's    tlie 


worst  form  of  government  there  ever 
was— except  for  any  other  kind.  So's 
competition. 

Have  you  softened  your  attitude  on 
conglomerate  mergers  since  1969? 

McLaren:  We  have  not  changed  our 
outlook  on  it  at  all.  We  haven't 
brought  a  conglomerate  case  for  well 
over  a  year,  but  I  think  there  are  a 
number  of  reasons. 

In  the  first  place,  we  came  out  quite 
strongly  back  in  early  1969  and  said 
we  intended  to  follow  a  little  different 
interpretation  of  the  Supreme  Court 
cases  on  the  subject  and  invoke  Sec- 
tion 7  of  the  Clayton  Act,  which  pro- 
scribes corporate  mergers  whose  effect 
"may  be  substantially  to  lessen  com- 
petition, or  to  tend  to  create  a  monop- 
oly." We  laid  out  some  guidelines  for 
what  we  had  in  mind,  all  based  on 
established  Supreme  Court  precedent, 
and  we  opposed  mergers  that  would 
eliminate  potential  competition,  merg- 
ers that  would  lead  to  reciprocity 
kind  of  power,  and  mergers  that 
would  contribute  to  the  trend  of  big 
compan\  mergers,  which  were  then 
at  their  height.  We  did  file  some 
cases— two  or  three  or  four  of  them 
in  a  year  or  so. 

At  the  same  time,  there  were  hear- 
ings on  changes  in  the  tax  law,  stir- 
rings in  the  accounting  profession  over 
changes  in  the  pooling-of-interest  rule, 
and  we  had  mounting  interest  rates 
and  declining  stock  prices. 

A  combination  of  all  these  things 
seemed  to  have  cooled  off  the  real 
hundred-million-  and  billion-dollar- 
tvpe  mergers  that  were  going  on  back 
in  1968  and  1969. 

The  problem  isn't  the  same  one  we 
had  in  1968  and  1969,  but  if  it  were, 
why,  we  would  approach  it  in  the 
same  way  we  did  before. 

You  were  content  to  get  consent 
decrees,  it  is  sometimes  said,  because 
though  you  could  exhaust  your  vic- 
tims in  the  process,  you  could  never 
have  won  the  cases  in  court. 

McLaren:  We'd  have  won  'em.  We'd 
have  won  'em.  I  just  can't  justify  tak- 
ing a  case  to  the  Supreme  Court  when 
I  can  get  the  relief  that  I  want  with- 
out doing  it.  I  think  that  the  compa- 
nies that  did  take  consent  decrees 
were  quite  sure  of  what  would  hap- 
pen if  we  got  to  the  Supreme^^^rt.  I 
got  the  relief  I  wanted,  and  tli^pViade 
substantial  divestitures,  and  you  can 
hardh^  say  that  we  gave  up  easy  on 
that  one.  ■ 


a  ■  ■  I  f9r 

traiisi 


In  Oklahoma 
you  have  the 

full  choice-air, 
land,  or  water. 

Oklahoma's  new  waterway  to  the 
Gulf  of  Mexico,  now  gives  industry 
a  complete  selection  of  shipping 
choices  into,  and  out  of  a  location 
that's  almost  equal  distance  from 
coast  to  coast  and  border  to  bor- 
der. For  full  information  on  Okla- 
homa's potential  for  helping  you 
make  a  greater  profit  write:  Arthur 
Lindberg,  Director,  Industrial  Divi- 
sion, 500  Will  Rogers  Memorial 
BIdg.,  Suite  303,  Oklahoma  City, 
Oklahoma,     73105,     405-521- 

O^IAHOMA! 
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Energy 


The  international  oils 

have  the  biggest  problems, 

but  they  also  have  the  biggest 

opportunities.  Thus— for 

all  their  troubles  with  the 

Arabs— they're  doing  quite  well. 


For  leaders  of  an  industry  whose  obit- 
uary has  been  written  lately  with  the 
frequency  of  the  Arabian  sunrise,  not 
many  of  the  Big  Five  oil  company 
chiefs  are  in  anything  approaching 
despair.  In  fact,  as  usual,  they're  do- 
ing fairly  well.  They  are  the  integrated 
internationals:  New  York's  Mobil  Oil, 
Standard  Oil  (N.J.),  Texaco,  Pitts- 
burgh's Gulf  Oil  and  San  Francisco's 
Standard  Oil  (Calif.). 

The    internationals    are    sitting    on 


Caribou.  If  they  can'f  get  over  fhe  Alaska  pipeline,  oil  may  never  go  through  it. 


some  of  the  world's  greatest  oil  fields. 
They  are  sitting,  at  the  same  time,  on 
the  powder  keg  of  Arab  nationalism. 
But  up  to  now  the  pluses  have  always 
weighted  the  scales  heavily  to  year-in, 
year-out  profitability  and  growth.  Tex- 
aco, for  instance,  returned  14.5%  on 
Stockholders'  equity  this  year,  up  from 
last  year's  13.4%  and  just  under  its  five- 
year  average  15.3%.  Collectively,  theu- 
earnings  per  share  have  grown  faster 
(5.5%)  and  returned  more  on  capital 
than  others  in  the  energy  industry 
(10.7%).  They  have  the  kind  of  bal- 
anced diversification  of  markets,  re- 
fining and  crude  sufficiency  that  lets 
them  roll  with  the  punches. 

Take  last  year's  crude  oil  price  in- 
crease. This  was  forced  by  the  Organ- 
ization of  Petroleum  Exporting  Coun- 
tries, the  highly  nationalistic  group  of 
oil-rich,  industry-poor  nations.  The  oil 
companies  simply  passed  the  bill  on 
to  an  energy-starved  world  in  the  form 
of  higher  crude  prices. 
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1 

14 

16.9t 

1 

41 

32.3 
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16.0 

4 
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17.6 

3 

40 

Clark  Oil  &  Refining 

19.4 

2 

68 

15.3 

2 

61 

6.7 

5.3 

11.5 

7 

236 

-12.3 

27 

588 

Occidental  Petrolm 

19.4 

3 

69 

11.5 

5 
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10.3 

6.5 
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1 

16 

20.5 

2 

27 

Pittston 

18.6 

4 

79 
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8 
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16.0 

12.9 

6 
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28.9 

1 

12 

American  Petrofina 

17.6 

5 

95 

13.1 

3 
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10.6 

7.4 

9.7 

14 

324 

7.8 

6 

184 

Pennzoil  United 
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6 
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8.7* 

18 
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11.7 

5.8 

5.8 

25 

560 

0.0 

19 

412 

Comnwealth  Oil  Ref 

15.4 

7 
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6 
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7.4 
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11 
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21 
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Texaco 

15.3 

8 
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4 
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14.5 

11.3 

10.3 

12 
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5.4 

11 
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Ashland  Oil 

14.2 

9 

216 

10.4 

10 
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8.6 

6.0 

18.0 

3 

74 

-8.6 

26 

560 

Eastern  Gas  &  Fuel 

14.i 

10 
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7.7 

24 

407 

15.1 

9.0 

10.5 

9 

280 

11.1 

4 

106 

Marathon  Oil 

12.9 

11 

275 

10.7 

9 
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12.2 

9.8 

13.2 

5 

172 

5.5 

10 

245 

Standard  Oil  (Nj) 

12.9 

12 

280 
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7 
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13.0 

10.7 

8.1 

18 

410 

5.1 

12 

260 

Gulf  Oil 

12.5 

13 
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10.3 

11 
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10.7 

8.3 

9.0 

16 

359 

2.5 

17 
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Kerr-McGee 

11.9 

14 
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23 
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11.2 

7.4 

9.2 

15 

348 

4.1 

14 

280 

Shell  Oil 

11.4 

15 
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9.3 

15 

312 

8.0 

6.2 

6.3 

24 

532 

-5.1 

24 

517 

Standard  Oil  (Calif) 

11.2 

16 

372 
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12 
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10.9 

9.8 

10.0 

13 

308 

4.2 

13 
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8.0 
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8 
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9 
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18 
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17 
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5 
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20 
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26 
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0.3 

18 
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20 
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21 
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21 
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-2.5 

22 
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22 
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22 
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20 
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19 
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19 
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7 
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24 
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17 
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4.4 

27 
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6.4 

8 
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Phillips  Petroleum 

8.3 

25 
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26 
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7.3 

5.7 
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23 
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-4.1 

23 
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Atlantic  Richfield 

8.2t 

26 
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6.8t 

25 
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7.7 
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8.0 

20 
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3.5 

15 
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27 
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27 
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10 
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3.1 

16 
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Or  take  their  refined  products  mar- 
kets. As  Rauleigh  Warner  Jr.,  Mobil's 
chairman,  put  it:  "The  marketplace  is 
in  a  shambes  in  the  U.S.,  but  it's  in 
pretty  good  shape  around  the  rest  of 
the  world."  Three  times  in  1970  the 
oil  companies  tried  unsuccessfully  to 
raise  gasoline  prices  in  the  U.S.  The 
recession  and  price  wars  forced  prices 
down  until  late  1971.  But  the  Rig 
Five,  because  they  are  balanced  with 
overseas  marketing,  haven't  been  hit 
as  hard  as  strictly  U.S.  marketers  like 
Clark  Oil  &  Refining.  Union  Oil  and 
Standard  Oil  (Ohio),  all  of  whom 
have  suffered  profitability  declines  for 
two  consecutive  years  now. 

That's  just  the  reverse  of  three  years 
ago  when  U.S.  marketers  were  riding 
high.  Which  underscores  our  point: 
The  internationals,  having  balanced 
interests,  occasionally  miss  a  feast  but 
they  miss  famines  as  well. 

The  internationals'  biggest  plus, 
which  is  also  the  strength  of  smaller 
companies  like  Pennzoil  and  Mara- 
thon, is  that  they  produce  their  own 
crude  oil;  the  big  profits  in  the  indus- 
try are  still  in  selling  the  oil  you  take 
out  of  the  ground,  not  someone  else's. 

Thirstier 

But  won't  increasing  demands  from 
the  oil  countries  eventually  erode  the 
internationals'  profitability?  Probably 
not.  The  consuming  countries  will  just 
have  to  pay  the  price.  They  need  the 
oil  badly.  The  National  Petroleum 
Council,  in  its  Interim  Report  on 
U.S.  Energy  Outlook,  predicts  that 
demand  for  oil  imports  to  the  U.S. 
in  1975  will  more  than  double  1970's, 
and  by  1980,  more  than  triple  it. 

As  HoUis  M.  Dole,  Assistant  Sec- 
retary of  the  Interior  for  Mineral  Re- 
sources, confesses,  there  is  no  way  to 
avoid  increasing  dependence  on  for- 
eign oil  over  that  period.  And  likely 
no  way  to  avoid  further  conflicts  with 
the  countries  owning  that  oil.  OPEC 
is  united  in  a  way  that  even  five  years 
ago  was  unthinkable.  Venezuela  is 
pressing  for  nationalization,  and  the 
Arabs  are  talking  more  and  more  about 
it.  That,  too,  would  have  been  un- 
thinkable five  years  ago,  with  the 
Arabs  divided,  with  many  alternative 
sources  of  oil  available  to  consumers 
and  with  the  oil  companies  controlling 
refining  and  markets. 

If  the  Arabs  own  the  oil,  the  oil 
companies  still  control  the  markets. 
No  one  doubts  OPEC  will  push  prices 
up  further.  The  oil  companies  are  liv- 
ing with  OPEC  by  passing  increases 
along.  Expropriation?  That  could  be 
a  different  matter.  With  the  West  re-  • 
lying  on  OPEC  oil,  oil  companies  could 
be  forced  to  buy  expropriated  oil. 

But  it's  still  better  to  be  rich  than 
to  be  poor. 

FORBES,  JANUARY  1,   1972 


When  your  compmiy 
has  a  good  year, 
New  York  can  help 
make  it  better 


When  things  are  going  well, 
you  naturally  think  about 
expansion.  And  that's  when 
New  York  State  can  really 
help  you. 

We  offer  a  unique  pack- 
age of  tax  incentives  and  fi- 
nancial assistance  to  make 
expansion  easier:  for  ex- 
ample, a  tax  credit  of  1% 
on  your  investment  in  new 
or  expanded  production  or 
research  facilities,  ranging 
up  to  nearly  a  100%  break 
on  your  corporate  franchise 
tax! 

Then,  there's  our  op- 
tional 1-year  write-off  on 
new  research,  development 
or  pollution-abatement  fa- 
cilities. 

Another  option:  special 
State  business  tax  credits, 
ranging  from  6%  to  97%  for 
new  or  expanded  operations 
in  low-income  neighbor- 
hoods of  New  York's  15  largest 
cities  and  23  rural  counties. 
Also,  several  cities  and  other 
units  of  government  grant 
local  property  tax  abate- 
ments up  to  100%  for  10 
years  on  the  increased  value 
of  such  improved  property. 

A  combination  of  more 
private  and  public  funds 
available  for  industrial  loans 
than  any  other  state.  Even 
100%  financing  for  new  con- 
struction, in  some  cases. 

New  York  State. 


On  the  other  hand,  what 
if  you've  had  a  slow  year? 
Well,  we  don't  make  it  any 
worse.  In  New  York  our 
corporate  franchise  tax  is 
based  on  profits,  not  on 
gross  income  or  capital  in- 
vested. And  there  are  no 
State  or  local  taxes  on  a 
manufacturer's  personal 
property,  such  as  machinery, 
equipment  and  inventory. 

We've  been  attracting 
new  plants  and  major  expan- 
sions in  New  York  at  the  rate 
of  500  a  year.  Including  such 
companies  as  Ford,  Xerox, 
IBM,  Chrysler,  Avon,  Rals- 
ton Purina,  General  Motors, 
and  Reynolds  Metals,  to 
name  a  few. 

Have  they  found  what 
you're  looking  for? 

For  more  details,  attach 
the  coupon  to  your  letter- 
head and  mail. 


I 
I 
I 
I 
1 


Commissioner  Neal  L.  Moylan 
New  York  State 
Department  of  Commerce 
Dept.  MCAB,  112  State  St. 
Albany,  New  York  12207 

Please  furnish  me  more  detailed 
information  on  industrial-location 
advantages  in  New  York  State. 


I 

I 

_l 
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Pensacola,  Florida,  and  Westing- 
house  hit  if  off  from  the  very  beginning. 
Pensacola  had  a  strong  labor  force  and 
Westinghouse  had  jobs.  By  coordinating  a  training  program  with 
a  local  junior  college,  Westinghouse  acquired  and  trained  virtually 
all  of  its  workers  from  Northwest  Florida.  Labor  and  an  abundance 
of  training  opportunities  are  available  now  in  Pensacola.  ^:;:::r^ 
For  further  information  contact  Paul  R.  Kitzinger,  Execu-  \^\ 
tive  Director,  Pensacola-Escambia  Industrial  Board,  P.  O.  \j 

Box  787-F.  Pensacola.  Florida  32502.  Phone  904/ 
433-4621 


Whenever  a  businessman 
thinks  New  Jersey, 
he  thinks  First  National 
State  Bancorporation, 
New  Jersey's  first 
billion-dollar  commercial 
banking  corporation— 


AND  THAT'S  GOOD 


FOR  BUSINESS!       '^ 


JPirsiilaUoual  4'uie  ^aticorporanon 


M*fnb«r  B 

First  National  St; 


1  ST-;rTT  /  f4;eWARK.  N.  J,  07102 

""'"'*;  Jersey  /  The  Edison  Bank.  N.A.  / 
Bonal  State  Bank  of  Northwest  Jersey  / 

;r;a;  iU>i!i   lTnn'k-«)t>Spring  Lake 


Energy's  Cinderella? 

Here's  an  industry  with  an  almost 
invisible  long-term  growth  rate:  To- 
tal U.S.  coal  production  last  year  was 
just  6%  greater  than  it  was  50  years 
ago.  Yet  coal  currently,  even  after 
huge  wage  settlements,  is  bursting 
with  prosperity.  Coal  companies'  rev- 
enues have  been  higher  than  ever 
these  past  two  years.  Recently  they 
have  announced  plans  to  expand  their 
total  capacity  by  some  200  million 
tons  a  year,  a  33%  increase  over  last 
year's  total  production.  The  cost  may 
run  to  billions  of  dollars. 

For  the  first  time  in  decades  the 
industry  can  count  on  continued 
growth;  the  evidence  is  there  for  ev- 
eryone to  see.  And  that  could  be  a 
problem.  Coal  is  very  visible  in  its 
limelight  and  suddenly  very  vulner- 
able to  the  kind  of  price  regulatioia 
long  endured  by  the  natural  gas  and 
utility  industries. 

In  1970  the  coal  industry  produced 
603  million  tons  of  bituminous  coal, 
up  nearly  10%  from  1969,  but  sold  it 
for  an  average  price  of  $6.26  a  ton, 
up  25%  from  1969.  For  independents 
like  Pittston  and  Eastern  Gas  &  Fuel, 
each  with  more  than  half  its  earnings 
from  coal,  that  meant  doubled  earn- 
ings in  1970.  To  show  it  was  no  one- 
year  fluke,  their  1971  earnings,  while 
not  doubling  1970's,  were  on  their 
way  to  hefty  increases.  Prices  jumped 
partly  because  in  1970  coal  began 
emerging  from  20-year  fixed-price 
contracts  at  pre-inflation  prices. 

And  Now  Coal 

There  was  a  more  basic  reason, 
however.  As  HoUis  M.  Dole,  Assis- 
tant Secretar\'  of  Interior  for  Mineral 
Resources,  put  it  to  Forbes:  "Coal 
must  play  a  larger  part  in  the  U.S. 
energy  picture  because  it  is  our  larg- 
est known  energy  reserve,  and  right 
now  one  of  our  problems  in  the  ener- 
gy picture  is  the  imbalance  in  om^  use 
of  energy  materials.  We  have  thrown 
the  greatest  load  on  gas,  oil  and  uran- 
ium, and  our  domestic  resei"ves  are 
becoming  more  and  more  difficult." 
Which  leaves  coal. 

The  National  Petroleum  Council's 
Interim  Report  on  U.S.  Energy  Out- 
look, recently  submitted  to  the  De- 
partment of  the  Interior,  forecasts  that 
by  1980  coal  will  supply  a  greater 
portion  of  U.S.  energy  requirements 
than  domestic  natural  gas  will.  In 
1970  domestic  natmal  gas  supplied 
32%  and  coal  only  19%. 

Here's  the  picture:  Gas  already  is 
in  critically  short  supply;  in  oil  the 
U.S.  is  more  and  more  dependent  on 
higher  priced  oil  imports;  nuclear 
energy  will  account  for  no  more  than 
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There's  always  room  for  one  more 
in  the  room  at  the  top. 


In  this  conference  room  on 
the  top  floor  of  a  skyscraper  in  New 
York  City,  our  senior  executives 
from  around  the  world  meet  once 
a  month  for  two  or  three  days. 

At  almost  every  meeting  there's 
a  new  face  or  two. 

More  times  than  not  the  new 
arrival  has  )ust  been  promoted. 
Because  we  fill  two-thirds  of  our 
executive  positions  from  within. 

Formal  training  programs 

Each  of  our  executives  gets 
invaluable  experience  in  a  variety 
of  planning,  operating  and  finan- 
cial meetings  and  assignments. 

But  to  make  sure  he  gets 
experience  in  areas  he's  not  nor- 
mally exposed  to,  we  make 
extensive  use  of  formal  training 
programs. 

Croup  projects 

One  of  our  training  programs 
is  for  upper-level  executives.- 
In  each  four-week  session 


there  are  only  seven  or  eight  par- 
ticipants, chosen  from  our 
worldwide  executive  population. 

As  a  group  they  bring  to 
bear  their  total  abilities  on  a  major 
corporate  project. 

The  project  is  tough  anddemand- 
ing.  One  that  taxes  and  stretches 
each  man.  And  one  that  also 
considerably  broadens  his  busi- 
ness perspective. 

Executive  seminars 

Another  training  method  is  our 
executive  seminar. 

In  each  of  these  about  25  of 
our  middle-level  executives  come 
together  for  a  week  for  com- 
pletely open  exchanges  of  view- 
points, and  for  decisive  analy- 
ses of  real  problems  and  oppor- 
tunities facing  our  company 
at  the  time. 

Ad  hoc  working  groups 

Yet  another  of  our  programs 
centers  around  an  intensive 


three-day  workshop  where,  in  ad 
hoc  groups,  executives  from 
all  levels  sharpen  their  ability  to 
make  the  right  decision,  fast. 

Management  for  the  future 

Our  3,000  executives  world- 
wide are  young,  aggressive 
and  dedicated.  Their  average  age 
is  46  years.  Average  length  of 
service  is  11  years. 

They  know  they're  limited 
only  by  their  own  interests, 
skills  and  ambition. 

So  they  know  there's  always 
room  for  one  more  in  the 
room  at  the  top. 

International  Telephone  and 
Telegraph  Corporation,  320  Park 
Avenue,  New  York,  N.Y.  10022. 

ITT 

SERVING  PEOPLE  AND  NATIONS  EVERYWHERE 


THIRST 
IS  A  PRETTY  GOOD  REASOI 
FOR  DRINKING. 


Man  has  given  himself 
a  minimum  daily  require- 
ment for  vitamins  and  pro- 
tein. But  we  think  he  owes 
himself  a  minimum  re- 
quirement of  refreshment 
and  pleasure  too.  Nutri- 
tious food,  balanced  diets 
are  critical  to  the  health 


and  well-being  of  people 
today. 

But  there's  also  some- 
thing more  —  another  side 
of  the  coin.  Time  devoted 
to  pleasure  and  relaxation 
...  a  pause  to  refresh ...  a 
beverage  to  enjoy  are  also 
meaningful  in  these  pres- 
sure packed  times.  What's 
life  without  fun,  music, 
refreshment?  Pleasure  has 
its  place. 

And  so  a  soft  drink  — 
which  in  our  book  is  purely 
a  refreshing  carbonated 
beverage  designed  only 
to  please  and  to  refresh— 
has  an  important 
place  too. 


—  600- 


ENERGY'S  UGLY  DUCKLING 

For  almost  half  a  century  the  U.S.  bituminous  coal  industry  has  gone 
almost  nowhere.  Now  it's  growing  again  and,  coal  men  believe,  this  time 
the  growth  will  last. 
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10%  of  U.S.  energy  requirements 
through  the  next  decade.  Only  coal 
can  fill  the  gap.  Therefore,  the  price 
of  coal  will  soar.  Or  will  it?  Natural 
gas  prices  should  have  soared  in  the 
late  Sixties,  when  demand  started  out- 
stripping supply.  They  didn't,  of 
course,  because  they  were  regulated 
by  the  Federal  Power  Commission. 

And  there's  the  rub.  As  long  as  coal 
was  the  poor  stepchild  of  U.S.  energy, 
no  one  much  cared  what  happened  to 
its  price,  because  not  much  did,  at 
least  since  the  mid- Forties  (see 
chart).  So  price  regulation,  which 
natural  gas  and  utilities  have  chafed 
under  for  longer  than  they  care  to 
remember,  was  no  threat  to  coal.  But 
no  longer.  As  coal  becomes  more  im- 
portant than  natural  gas  is,  political 
pressures  to  regulate  it  are  certain  to 
increase.  It's  true  that  homeowners 
burn  almost  no  coal  these  days,  but 
about  5.5%  of  it  is  burned  by  the  utih- 
ties  to  generate  electricity. 

A  straw  in  the  wind:  the  action 
taken  last  month  by  the  federal  price 
panel  on  the  petition  of  Old  Ben 
Coal  Co.  (a  subsidiary  of  Standard 
Oil  of  Ohio)  for  a  coal  price  in- 
crease. The  coal  industry  had  settled 
earher  with  the  United  Mine  Work- 
ers for  wage  increases  amounting  to 
some  15%  for  the  first  year.  That  in- 
crease, later  approved  by  the  wage 
panel,  increased  Old  Ben's  costs  by 
nearly  7%,  according  to  the  company. 
But  the  price  panel  allowed  Old  Ben 


to  increase  the  price  of  coal  by  less 
than  4%.  The  company  will  have  to 
swallow  the  balance  of  the  higher 
costs.  So,  undoubtedly,  will  other 
coal  companies  when  their  petitions 
are  decided.  Clearly  the  Administra- 
tion is  now  very  concerned  about 
coal  prices. 

And  coal,  because  of  its  special 
problems,  is  doubly  vulnerable.  For 
one,  its  effect  on  the  environment. 
There  is  the  unsightly  strip  mining 
that  accounts  for  35%  of  the  coal 
nyned.  There  are  the  high  amounts  of 
sulphur  most  coal  contains.  There  is, 
as  yet,  no  commercially  successful 
process  for  taking  sulphur  out  of  coal 
before  it  is  burned  or  out  of  the  stack 
gases  after  it  is  burned.  Says  Interior's 
Dole:  "Taking  sulphur  out  of  coal  is 
going  to  be  expensive,  more  expensive 
than  taking  it  out  of  oil."  And  the 
best  estimates  are  that  a  commercial 
process  is  five  years  away. 

And  coal  is  possibly  more  vulner- 
able underground.  Says  Dole:  "For 
coal  to  realize  its  full  potential  we 
have  got  to  whip  the  health  and  safe- 
ty aspects  of  it,  as  far  as  the  workers 
and  the  economics  go."  The  econom- 
ics of  the  Coal  Mine  Health  &  Safe- 
ty Act  of  1969  figure  to  be  expen- 
sive. No  one  knows  how  much,  but 
estimates  range  from  just  a  few  cents 
to  $2  a  ton. 

Cinderella  has  made  it  to  the  big 
ball,  but  perhaps  the  experience  won't 
be  all  she  dreamt  about.  ■ 


3  million 
square  feet 

of 
office  space 

is  under 
construction 

in  Dallas. 

Is  Dallas 
expecting 
company? 


Yes,  Dallas  is  expecting  company. 
Maybe  yours.  As  the  eighth  largest 
city  in  the  United  States,  Dallas  has  a 
lot  to  offer: 

•  A  business  climate  which  has  moved 
Dallas  up  to  4lh  place  among  U.S. 
cities  in  the  number  of  corporate 
headquarters  for  million  dollar  com- 
panies. 

•  108  banks  with  lending  capabilities 
which  make  Dallas  the  most  important 
financial  center  in  the  Southwest. 

•  Transportation  service  in  abundance 
from  59  common  carriers. 

There's  hardly  anything  Dallas 
doesn't  have  .  .  .  unless  it's  you.  And  if 
that  can  be  arranged,  Dallas  Power  & 
Light  Company  wants  to  help. 


DALLAS  POWER  &  LIGHT  COMPANY 
Member  of  Texas  Utilities  Company  System 


CALL  OR  SEND  COUPON  TO:  Don 
Raburn,  Manager,  Industrial  Develop- 
ment, Dallas  Power  &  Light  Company, 
1506  Commerce,  Dallas,  Texas  75201, 
Phone:  (214)  747-4011 

Please  send  bfs 

n  Dallas  Fact  Book 

□  Office  Location  Study 

□  I  have  questions;  contact  me 


Name- 
Title— 


Company. 

Address 

Phone 

City 

State 


-Zip- 
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Information  Processing 


In  1969  SDS  said  out 

for  nearly  $1  billion. 

In  1970  GE  sold  out 

for  $250  million.  In 

1971  RCA  got  less  than 

25  cents  on  the  dollar. 


Time  goes  fast  in  the  computer  in- 
dustry. It  was  only  19  months  ago 
that  Xerox  exchanged  stock  worth  $1 
billion  for  tiny  (revenues:  $100  mil- 
lion, profits:  $10  million)  Scientific 
Data  Systems. 

It  was  only  15  months  ago  that  RCA 
chief  executive  Robert  SarnofF  gath- 
ered a  group  of  financial  writers  in 
Boston,  fed  them  a  lobster  dinner, 
distributed  gold  Cross  pen-and-pen- 
cil  sets,  and  told  them  that  computers 
would  be  RCA's  most  important 
growth  area  of  the  Seventies. 

This  year  Xerox  lost  an  estimated 
$40  million  (pretax)  in  computers.  In 
September  Samoff  announced  that 
RCA  was  getting  out  of  the  comput- 
er business.  It  wrote  off  an  estimated 
$500-million    (pretax)    investment   in 


Need  a  Bosfon  Headquarters?  RCA  got  out  of  the  computer  business 
so   hurriedly   that   it   left   unfir^ished   this   new   building   near   Boston. 


computers,  more  than  Ford  had  lost 
on  the  Edsel;  the  sale  of  RCA's 
computer  installation  to  Sperry  Rand 
would  salvage  less  than  25  cents  on 
the  dollar.  General  Electric,  which 
had  taken  its  share  of  criticism  for  its 
computer  misadventures,  now  looked 
rather  smart  for  having  sold  out  to 
Honeywell  for  nearly  $250  million  a 
year  earlier. 

Was  RCA's  abrupt  exit  retribution 
for  its  own  mistakes?  Or  was  it  a  re- 
flection of  a  whole  industry  in  trouble? 

Apparently  it  was  a  combination  of 
both.  To  a  large  extent,  RCA  was 
unique.  All  the  other  companies  in  the 
industry  tried  to  find  a  weak  spot  in 
IBM's  broad  computer  product  line. 
Like  generals  outnumbered  ten  to  one, 
they  directed  all  their  resources  at  one 
spot  in  the  enemy's  line. 

RCA,  instead,  tried  to  tackle  IBM 
head  on.  It  developed  a  computer 
product  line  that  was  aimed  primarily 
at  the  medium-scale  user,  the  heart 
of  IBM's  line.  Its  computers  were  de- 
signed to  be  largely  compatible  with 
IBM's.  The  logic  was  that  an  unhap- 
py IBM  customer  might  switch  to 
RCA  with  relatively  little  cost.  RCA's 
strategy  was  to  try  to  undercut  IBM's 
prices  by  about  10%.  RCA  even 
brought  in  a  team  of  IBM  executives, 
presumably  to  run  RCA's  computer 
operation  the  way  they  had  learned 
to  run  IBM. 

But  about  the  same  time  that  Sar- 
noff  announced  RCA's  new  computer 
line,  IBM  introduced  new  370  com- 
puters. Much  more  powerful  than 
the  360,  they  were  priced  only  mod- 
estly higher.  In  a  single  stroke  IBM  had 
(Continued  on  page  149) 
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one  way  to  make  a  quality  corporate  impression 


You  can  enhance  your  corporate  image  with 
elegant  office  landscaping.  But  it's  not  the  place 
to  begin.  Your  business  stationery  is  .  .  .  and 

Gilbert  Papers  are  a  more  impor- 
tant surrounding  for  your 
corporate  image. 

Your  business  letterhead  is 
where  your  company  is  seen  most 
often,  so  select  your  paper  with  the 
same  care  as  the  words  you  put  on 
it.  Be  sure  the  paper  is  the  finest  — 
Gilbert  Paper— made  specially  for 


business.  It  is  clean,  bright  cotton  content  paper, 

as  crisp  as  a  new  dollar  bill. 

Start  now,  build  your  corporate  image  where 

it  counts  most,  costs  least... your  business 
stationery. 

Gilbert  Papers  are  available 
from  printers  and  leading  paper 
merchants.  For  a  free  portfolio  of 
outstanding  business  stationery 
write  Gilbert  Paper  Company, 
Menasha,  Wisconsin  54952. 


Gilbert  Papers 

the  image  builders 
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The  1971  Reason  Why:  Polyglas...Bigon  traction.  Big  on  strength.  Big  on  mileage. 
It  all  adds  up  to  value. 
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There's  a  lot  more  to  the  new  look  at  PSE&G 
than  just  some  fancy-painted  trucks. 


The  "energy  burst"  and  our  new 
slogan,  "The  Energy  People," 
reflect  Public  Service  Electric 
and  Gas  Companyls  responsive- 
ness to  the  new  challenges  of 
today  and  the  future.  More  than 
fourteen  thousand  PSE&G  people 
are  working  diligently  to  provide 
even  better  facilities  and  services 
to  power  New  Jersey's  growth. 
Nuclear  Power 

Construction  is  well  underway 
on  our  new  two-million  kilowatt 
Salem  nuclear  generating 
station,  which  will  produce  clean, 
safe,  economical  electric  power 
for  our  customers.  Two  more 
nuclear  stations  are  in  the  plan- 
ning stage,  one  of  them  offshore 
in  the  Atlantic  Ocean. 

This  electric  powci-  , 
the  Garden  State's  contii;  ., .. 
growth.  More  than  five  million 
people  live  in  our  service  an 
between  New  York  and  Philm. 
phia,  and  most  of  America's 
leading  corporations  have 
facilities  here. 


Natural  Gas  Challenges 

We're  meeting  the  challenge 
of  declining  American  natural 
gas  resources  by  building  ship- 
ping terminals  and  storage 
facilities  for  liquefied  natural 
gas,  designing  a  plant  to  convert 
petroleum  products  into  synthetic 
natural  gas,  participating  in  the 
research  of  the  conversion  of  coal 
into  gas,  and  exploring  for  new 
gas  reserves  in  the  Southwest. 
These  positive  steps  are  aimed  at 
keeping  PSE&G  ahead  of  the 
great  demand  for  clean-burning 
natural  gas  brought  on  by  New 
Jersey's  burgeoning  residential 
and  industrial  growth  and  by  its 
new  air  pollution  codes — the 
totighest  in  the  nation. 

The  Energy  People  are 
Environment  People  Too 

We're  doing  a  lot  about  the 
environment,  too.  We've  con- 
verted conventional  generating 
'  lants  to  low-sulfur  oil  or  natural 
■  •;.  Hifrh-''olt.'\ge  transmission 
.istalled  on  low- 


profile  towers,  preserving  trees 
and  other  natural  features  as 
much  as  possible.  Underground 
wiring  is  being  installed  in  many 
new  residential  areas.  Our  facili- 
ties are  being  designed  to  blend 
in  with  their  surroundings. 

So  we're  backing  up  our  new 
trademark  with  solid  perform- 
ance. The  Energy  People  are 
dedicated  to  keeping  PSE&G's 
growth  ahead  of  New  Jersey's 
need  for  energy. 

Want  to  know  more  about 
The  Energy  People  ?  Write  for 
our  1971  Annual  Report,  avail- 
able in  March.  PSE&G,  80  Park 
Place,  Newark,  N.J.  07101. 

The  Energy  People 


Public  Service 
Electric  and  Gas 
Company 


(Continued  from  page  144) 
eliminated  most,  if  not  all,  of  RCA's 
price  advantage.  According  to  EDP 
Industry  Report,  only  130  of  the  new 
RCA  computers  were  ordered.  Ob- 
viousK,  RCA's  strateg>'  failed.  Now, 
all  of  IBM's  competitors  are  taking 
pains  to  disassociate  themselves  from 
RCA's  approach.  "NCR  learned  a  long 
time  ago  that  tr\ing  to  beat  IBM 
across  the  board  is  the  surest  way  to 
get  a  bloody  nose,"  says  Charles  L. 
Keenoy,  head  of  National  Cash  Regis- 
ter's domestic  marketing. 

So  can  IBM's  other  competitors  re- 
la.\,  and  blame  RCA's  departure  sole- 
ly on  a  strategy-  that  did  not  work? 
Not  at  all.  A  look  at  the  Yardsticks 
indicates  why.  For  a  so-called  glamour 
industn.',  a  disturbing  number  of  these 
companies  show  either  a  very  small 
earnings  gain  over  the  last  five  years 
or  actually  report  a  decline.  What 
other  currents  were  at  work  in  the 
computer  industry? 

One  was  the  growing  impact  of 
IBM's  overvvhelming  share  of  the  mar- 
ket (estimated  at  70%).  Shortly  after 
the  RCA  announcement,  D.  James 
Guzy,  executive  vice  president  of 
Memore.x,  came  right  out  and  said  it. 
"CE  and  RCA  were  driven  out  of  the 
industry  due  to  the  impact  of  IBM's 


I.\  THE  computer  industry,  IBM  has 
70%  of  the  market.  No  other  company 
has  more  than  10%.  Even  after  buy- 
ing big  chunks  of  RCA's  business, 
Univac  will  still  have  less  than 
10%.  Wouldn't  some  more  mergers 
make  sense? 

Says  James  H.  Binger,  chairman 
and  chief  executive  of  Honeywell: 
"There  may  be  some  potential  merg- 
ers. There  may  be  some  greater  ap- 
preciation of  the  two  major  factors 
that  led  us  to  the  GE  merger."  That, 
explains  Binger,  is  1)  the  importance 
of  a  worldwide,  not  just  domestic, 
.strength  and  technology  and  2)  the 
necessity  to  reach  a  "critical  mass  of 
installed  base." 

What  Binger  means  by  a  "critical 
mass"  is  sufficient  volume  to  carry  the 
huge  overhead  involved  in  computers. 
You  can't  pin  him  down  on  exactly 
what  he  believes  that  is.  But  with 
computer  revenues  of  $860  million  a 
year  and  8%  of  the  market,  he  ap- 
parently feels  he  has  now  reached  it. 
But  by  no  very  comfortable  margin. 

One  reason  there  may  not  be  more 
mergers  is  antitrust  problems.  Bur- 
roughs and  NCR  probably  could  not 
merge  because  they  both  have  such 
big  positions  in  the  accounting  ma- 
chine business. 

Another  reason  mav  be  that  indus- 


monopolistic  position.  IBM's  monop- 
oly power  .  .  .  must  become  a  priori- 
ty issue  in  our  national  policy." 

Guzy's  view  may  just  possibly  be 
influenced  by  the  fact  that  Memorex 
and  IBM  are  currently  suing  each  oth- 
er. But  it  does  seem  that  the  char- 
acter of  IBM's  competition  is  chang- 
ing. During  the  Sixties  IBM's  high 
profit  margins  acted  as  a  so-called 
"umbrella"  over  the  industry,  leaving 
plenty  of  room  for  smaller  compet- 
itors to  price  their  products  lower  but 
still  make  a  decent  profit.  In  1971, 
however,  IBM  reduced  prices  on  some 
of  its  peripheral  equipment  leases  8% 
to  16%,  the  most  sweeping  price  cut 
in  its  history.  While  the  move  was 
aimed  primarily  at  peripheral  equip- 
ment companies,  the  message  was 
clear:  Press  IBM  too  hard  and  it  would 
compete  on  a  price  basis,  as  well  as 
in  technology.  If  that  collapsed  the 
umbrella,  it  was  just  too  bad. 

It  is  probably  not  a  coincidence 
that  IBM's  price  cut  came  at  a  time 
when  the  entire  industry  was  under- 
going its  most  serious  slowdown  in 
some  time.  The  general  economic  re- 
cession that  began  in  1969  hit  com- 
puter industry  shipments  much  hard- 
er than  most  people  had  anticipated. 
IBM  Chairman  T.  Vincent  Learson  ex- 

Has  the  Hour  Come? 

try  executives  may  genuinely  believe 
that  mergers  aren't  necessary  to  com- 
pete with  IBM.  A  lot  of  the  talk  about 
mergers  stems  from  General  Electric's 
conclusion  that  a  minimum  market 
share  of  10%  was  necessary  to  com- 
pete successfully  in  the  computer 
business.  Not  surprisingly.  Burroughs' 
President  Ray  W.  Macdonald  doesn't 
agsee.  "What's  magic  about  10%?" 
says  Macdonald.  Instead  he  picks  an 
absolute  number.  "The  threshold  of 
size  at  which  you  can  be  profitable 
in  this  business  is  half  a  billion  dol- 
lars. When  we  crossed  that  half-bil- 
lion mark  [1967]  we  began  to  be 
pretty  profitable." 

Yet,  even  if  a  merger  isn't  a  re- 
quirement for  survival,  mergers  could 
improve  profitability.  Labor  costs 
would  be  one  big  saving.  Univac  will 
probably  pick  up  RCA's  computer  op- 
eration without  adding  nearly  as  many 
employees  as  RCA  has  let  go.  When 
GE  merged  into  Honeywell,  about 
6,000  jobs  were  eliminated. 

One  frequent  merger  combination 
that  is  bandied  about  is  Control  Data 
and  NCR.  Control  Data  is  strong  in 
big  computers.  NCR  has  a  base  in 
small  computers  and  a  large  overseas 
organization.  And  there  are  several 
other  possible  combinations  that  might 
make  sense. 


plained  it  this  way:  A  lot  of  corpo- 
rate managements  were  looking  for 
places  to  cut  costs.  "It  doesn't  take 
them  long  to  identify  that  those  data 
processing  expenditures  have  in- 
creased more  rapidly  than  anything 
else,"  said  Learson.  Thus,  many  top 
managements  were  insisting  computer 
costs  be  cut  or  projects  deferred. 

As  a  result,  some  people  are  begin- 
ning to  describe  the  computer  indus- 
try as  cyclical.  They  point  out  that 
the  computer  is  no  longer  a  bright 
shiny  gadget  that  every  company  can 
instantly  save  money  by  installing.  In- 
stead, it  is  becoming  more  and  more  a 
kind  of  capital  investment  that  will 
swell  in  good  times,  but  fall  in  bad. 

Is  the  computer  industry  still  a 
glamour  business?  Or  is  it  cyclical? 
Burroughs  President  Ray  Macdonald 
has  perhaps  the  best  answer  to  the 
question.  "Some  people  had  gotten 
the  notion  that  the  computer  industry 
was  immune  to  anything,  that  it  was 
disease  free,"  says  Macdonald.  That 
simply  wasn't  true.  But  neither  is  it 
cyclical,  he  says.  "It  is  resistant  to 
downturns  in  the  economy.  But  it  is 
not  immune." 

Whatever  the  answer,  the  most  im- 
portant question  is  just  when  will  the 
growth  of  the  industry  resume?  And 


But  now  we  come  to  yet  anotiiei 
barrier  to  another  computer  company 
combination.  As  a  hardbitten  railroad- 
man said  many  years  ago,  and  it's 
still  tme  of  most  industries:  "No  rail- 
road president  ever  willingly  merges 
himself  out  of  a  job."  ■ 
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Indianapolis... 
city  eager  to  learn 

We're  a  city  with  a  yearning  for  a  good  education.  Within 
the  city-county  area  there  are  over  two  hundred  pubhc  and 
parochial  grade  schools,  over  forty  secondary  schools, 
including  schools  for  the  blind  and  deaf,  plus  a  wealth  of  trade, 
business  and  technical  schools. 

A  city  of  colleges.  The  city  boasts  four  colleges  and  a 
budding  new  city  university,  the  lU-PUI  Campus,  a 
cooperative  educational  effort  through  the  facilities  of  Purdue 
and  hidiann  Universities.  The  adult  education  program  features 
maximum  utilization  of  the  city's  coeducational  facilities  and 
promises  valuable  extension  programs  and  training  for  citizens 
of  all  ages  and  interests. 

Get  all  the  facts  on  Indianapolis.  Write  John  Hardy,  Area 
Development  Director,  Department  200,  Indianapolis  Power 
and  Light  Company,  IS  Monument  Cuclc,  Indianapolis,  Indiana 
46204.  He  can  tell  you  more  about  our  city  stretching  its  legs. 
And  he  can  help  you  in  the  areas  of  marketing  and  answer 
questions  about  plant  construction  on  the  more  than  10,000 
available  plant  sites  in  and  around  INDIANAPOLIS 

Indianapolis.  Write  todav  for  tb    'v  t-filled  POWER  Q, 

lightOl 


brochure.  Data  On  JiuiitDtopolis 
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at  what  rate?  Tlie  indu.stiy  still,  talks 
of  a  15%-a-year  growth  rate.  It  points 
to  the  yet  comparatively  untapped 
world  computer  market  and  to  the 
growing  desire  of  big  American  com- 
panies for  sopliisticated  management 
information  systems.  They  may  he- 
right.  Tlien  again,  they  may  not.  The 
overseas  market  could  slow  down  con- 
siderably if  international  trade  disa- 
greements with  the  U.S.  aren't 
satisfactorily  resolved  quite  soon.  As 
-for  management  information  systems, 
nobod}'  disagrees  about  their  desir- 
abilit\ ;  the  question  is  cost.  Computer 
equipment  is  only  the  beginning  of 
tlie  investment  a  company  must  make 
in  a  management  information  system. 
It  must  pay  for  telephone  lines  to 
hook  together  terminals  with  comput- 
ers. It  must  pay  programmers  to  write 
the  computer  programs.  It  must  invest 
countless  liours  of  top  executive  time. 

Tlie  Univac  division  of  Sperry 
Rand  lias  made  money  in  computers 
for  six  years  now,  but  it  is  starting  to 
talk  about  a  slower  growth  rate- 
slower  at  least  than  the  20%-a-year 
growdi  that  cliaracterized  part  of  the 
Sixties.  "We  think  people's  expecta- 
tions should  be  tempered  with  real- 
ism," said  Sperry  Rand  Chairman  J. 
Frank  Forster  last  year.  Perhaps  this 
is  wh\'  Univac  intends  to  pick  up 
some  of  RCAs  pieces— as  a  way  to 
buy  faster  growth.  Presumably  RCA 
and  GE  must  have  also  had  their 
doubts.  After  all,  if  a  $l()-billion  in- 
dustry is  expected  to  grow  at  15%  a 
year,  a  company  like  GE  or  RCA 
should  have  been  willing  to  stick  it 
out,  even  if  it  required  a  $500-mil- 
lion  investment. 

Making  It 

Tlie  ke\  to  survi\al,  of  course,  is  a 
strong  position  in  a  solid  segment  of 
the  market.  Each  is  trying:  Control 
Data  in  super-computers;  Burroughs 
in  banking  and  multiprocessing  sys- 
tems; NCR  in  smaller  systems,  retail 
stores  and  banks;  Univac  with  its  very 
successful  1108  data  communications 
system;  and  Honeywell  with  a  broad 
line,  plus  an  overseas  position  and  a 
strong  time-sharing  capacity.  GE 
failed  in  part— and  the  same  goes  for 
RCA— becau.se  it  had  no  such  special 
area  of  strength. 

Is  there  an\'  reason  to  be  gloomx 
for  the  industry  as  a  wliole?  Not  at  all. 
But  there  is  reason  to  be  cautious. 
Man\  of  the  computer  industry  stocks 
still  sport  .some  (juite  fancy  price/ 
earnings  ratios:  IB.M.  30;  Honeywell, 
40;  Burroughs,  35.  N\'all  Street  is 
(}uite  obviously  counting  on  an  earn- 
ings upturn  tiiis  year.  It  might  not 
come  along  as  soon,  or  as  sharply,  as 
Wall  Street  hopes.  And  there  may  still 
!)('  lurllicr  dropouts. 
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Automotive 


What  if  the 

ball  won't  bounce 

high  anymore? 


The  auto  industry  wound  up  1971 
in  a  burst  of  sales  glory,  with  fourth- 
quarter  sales  figures  pointing  to  what 
was  surely  going  to  be  a  record  year 
for  Detroit  of  about  9  million  cars 
made  domestically.  But  at  the  same 
time,  Detroit  appears  to  be  confirming 
the  warnings  of  many  analysts  that 
U.S.  car  producers'  high  margins  had 
matured  and  were  down  to  stay,  like 
those  of  other  durable-goods  makers. 

For  several  years  the  Yardsticks 
have  been  telling  the  story.  The  once- 
solid  growth  of  auto  sales  and  earn- 
ings had  evaporated,  and  the  auto  in- 


dustry was  now  no  better  than  run-of- 
the-mill.  Only  General  Motors  still 
sported  a  return  on  equity  (about  13%) 
that  was  considerably  above  the  av- 
erage of  all  U.S.  industry.  Yet  even 
GM  had  seen  a  major  erosion  of  its 
profitability  in  recent  years  from  a 
five-year  average  three  years  ago  of 
about  23%.  Ford,  even  though  it  is 
showing  better  balance  between  low- 
and  high-priced  car  lines,  is  down 
slightly  from  its  11.6%  average  five- 
year  profitability  of  three  years  ago. 
Chrysler  chalked  up  record  sales  in 
the  third  quarter,  but  still  registers  a 
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58%  drop  from  three  years  ago  in  its 
five-year  average  return  on  equity. 

The  U.S.  auto  market  is  expanding 
at  a  more  modest  rate  than  five  years 
ago,  and  imports  have  garnered  close 
to  16%  of  the  market,  a  major  reason 
President  Nixon  acted  to  slap  on  a 
10%  import  surcharge  and  asked  Con- 
gress to  eliminate  the  auto  excise  tax 
and  enact  investment  credits. 

What  with  inflation  (the  average 
price  of  a  new  car  has  gone  up  5%  to 
6%  a  year  over  five  years),  the  car 
owner  struggles  to  keep  his  car  run- 
ning, and  that  brings  a  lot  of  action  to 
the  replacement  parts  market.  Genu- 
ine Parts,  a  $340-mi]lion-a-year  whole- 
sale distributor  of  auto  parts,  for  ex- 
ample, has  jumped  from  sixth  to  sec- 
ond place  in  return  on  equity  within 
a  year.  The  automotive  Yardsticks 
leader  is  Champion  Spark  Plug,  which 
gets  90%  of  its  spark  plug  sales  from 
the  replacement  market.  Battery-mak- 
er ESB  provides  most  of  the  batteries 
for  Chrysler,  but  even  so,  original 
equipment  is  still  only  a  third  of  its 
business.  Replacement  and  consumer 
markets  make  up  the  rest. 

Even  though  they  are  big  in  the 
replacement  area,  the  tiremakers  still 
fail  to  score  high  in  the  Yardsticks. 
Only  Goodyear  sits  slightly  higher 
than  it  did  three  years  ago  with  its 
above-average  11.8%  return.  Appar- 
ently, stiff  price  coinpetition  still 
pinches  margins,  although  they  were 
rising  at  the  year's  end. 

Back  to  the  Factory 

"Because  of  a  lack  of  price  in- 
creases, we  are  in  a  very,  very  tight 
cost  squeeze,"  says  Chrysler  Chair- 
man Lyim  Tovvnsend.  But  prices  are 
already  sky  high,  and  now  there  are 
price  controls  to  contend  with.  De- 
troit, therefore,  is  reaching  back  into 
the  factory  to  save  dollais.  Tlie  by- 
words: centralization,  simplification, 
internationalization.  Says  Townsend: 
"Soon,  you'll  find  it  difficult  '       ^  n'' . 
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No  Sex.  Fewer  model  changes 
are  taking  the  glamour  out  of, 
but  are  puffing  more  profit 
into,  cars.  The  pressure  is 
flowing  back  to  order-short 
auto  parts  suppliers,  too. 


the  home  country  of  a  car,  because 
of  the  sourcing  of  its  components. " 

The  most  dramatic  example  of  the 
push  to  centralize  production  is  prob- 
ably General  Motors.  It  is  in  the  pro- 
cess of  interring  Alfred  P.  Sloan  Jr.'s 
profit-center  approach  after  more  than 
45  years  of  use.  GM  is  moving  to 
draw  production  for  all  of  its  divisions 
under  one  General  Motors  Assembly 
division.  Chevrolet,  for  example,  soon 
will  be  only  a  marketing  arm.  GM 
also  is  lengthening  changeover  phases, 
cutting  back  the  number  of  models 
available  and  interchanging  parts  to 
a  fare-thee-well.  A  Warren,  Mich, 
plant  will  soon  be  making  front  con- 
trol arms  for  all  GM  divisions.  And 
GM  is  expected  to  end  up  before  long 
producing  but  two  V-8s,  one  six- 
cylinder  and  one  four-cylinder  engine 
for  all  its  car  lines. 

Fold  and  Chrysler  have  also  moved 
to  centralize  sales  organization  as  well 
as  production.  Centralization  and 
fewer  model  changeovers  won't  solve 
all  of  the  industry's  problems,  of 
course,  but  they  will  save  money,  per- 
haps several  hundred  million  dollars 
in  1972  alone.  That's  not  to  be  sneezed 
at.  White  Motor  hopes  that  this  same 
kind  of  production-line  emphasis 
placed  on  trucks  will  pull  it  out  of 
the  doldrums,  where  it  shows  an  a\'- 
erage  return  below  7%. 

All  the  Big  Three  of  the  automotive 
industry  feel  they  are  hurtling  much 
too  fast  toward  1975,  when  clean 
engines  and  an  array  of  safety  items 
must  be  standard  on  production 
models.  The  average  increased  cost 
per  car  before  dealer  markups  is  esti- 
mated at  nearly  $400  to  $600.  The 
promise  of  such  outlays  has  caused 
Ford's  Chairman  Henry  Ford  II  to 
predict  the  demise  of  at  least  several 
basic  car  lines  in  the  next  decade. 
Even  the  blunt  Heiny  II  wasn't  going 
so  far  as  to  predict  the  probable  de- 
mise of  one  or  more  auto  companies, 
but  the  implication  was  clear.   ■ 
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We  just  opened  a  new  $30,000,000 
Mine  and  Mill  at  Balmat,  N.  Y 

WHO  CARES? 


ST  JOE 

MINERALS  CORPORATION 


We  think  that  you  as  an  investor,  might. 

This  new  mining  complex  strengthens  our  position  as  the 
nation's  largest  producer  of  zinc  ...  a  vital  metal  that  is 
growing  in  demand. 

By  expanding  our  own  source  of  concentrates,  we  open 
the  way  to  increased  efficiency  and  better  control  of 
basic  costs. 

To  our  present  and  prospective  zinc  customers,  our  new 
mine  and  mill  provides  extra  assurance  that  we  will  be  able 
to  continue  our  exceptional  record  of  over  30  years  of 
uninterrupted  delivery. 

This  is  another  advance  in  our  continuing  program  of  devel- 
opment and  expansion. 

If  you  would  like  to  learn  more  about  us,  send  for  our 
latest  annual  report. 

and  its  subsidiary,  Quemetco,  Inc.  produce  and  sell  zinc,  zinc  oxide,  lead,  lead  alloys,  lead 
oxides,  fabricated  lead  products,  lead  based  lubricants,  iron  ore  pellets,  iron  oxide,  agricul- 
tural limestone,  cadmium,  copper  concentrates,  silver  and  sulphuric  acid. 

250  Park  Avenue,  New  York,  New  York  10017,  Tel.  (212)  986-7474 


Consumer  Goods 


Squeezed 

by  the  recession? 

No,  but  these  companies 

were  pinched  a  bit 


Timid  as  he  was  last  year,  the  con- 
sumer kept  right  on  buying— not  open- 
handedly,  perhaps,  but  at  a  fast 
enough  pace  to  keep  the  cash  regis- 
ters ringing  happily  for  the  131  com- 
panies on  Forbes'  consumer  goods  list. 
Oh,  there  were  problems.  You  had 
to  shave  prices  here  and  there  or  at 
least  absorb  higher  costs.  Foreign 
competition  was  spreading  in  the  most 
unlikely  places.  Thus  the  consumer 
goods  companies  as  a  group  weren't 
as  profitable  as  they  had  been  in  1970. 
In  the  household  products  industry, 
return  on  equity  slipped  from  11.5% 
last  year  to  10.9%  this  year.  The  textile 


and  apparel  industry,  the  hardest  hit' 
of  the  consumer  companies,  fell  from 
9.6%  return  on  equity  to  8.5%,  while 
food-and  drink  companies  actually  in- 
creased their  profitability  from  12.3% 
to  13.3%.  Even  the  Gillettes,  the  Ko- 
'daks,  the  Polaroids,  the  Avons  felt  the 
modest  pinch.  And  in  the  consumer 
durables  field,  so  did  RCA,  Fedders, 
Black  &  Decker,  traditionally  high- 
profit  companies  all. 

Not  even  the  drug  and  hospital  sup- 
ply companies  escaped.  Traditionally 
among  the  most  profitable  enterprises 
in  U.S.  industry,  this  year  companies 
like  Eh  Lilly,  Bristol-Myers,  Abbott 
Labs.,  Upjohn  and  American  Hospi- 
tal Supply  slipped  in  profitability. 

Consumerism  in  its  many  forms  was 
a  constant  annoyance,  and  worse,  a 
fear,  a  fear  that  some  of  those  intangi- 
ble but  priceless  consumer  franchises 
might  weaken  or  even  vanish.  Camp- 
bell Soup  got  an  especially  bitter  dose 
of  consumerism.  Besides  a  $10-million 
gross  recall  expense  after  the  deadly 
poison  botulism  was  found  in  some 
cans  of  chicken  vegetable  soup  last 
summer,  the  company's  earnings  for 
the  first  quarter  of  fiscal  1972  declined 
to  31  cents  from  last  year's  47  cents. 

Besides  consumerism  and  the  reces- 
sion, there  was  another  factor  at  work 
cutting  into  profitability.  This  was  the 
rising    failure    rate    of    new    products 
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Magnavox 

23.6 

1 

22 

20.5 

1 

23 

17.7 

16.2 

7.4 

8 

460 

0.3 

7 

405 

Fedders 

20.9 

7 

49 

13.7 

4 

89 

18.3 

14.0 

37.5 

1 

18 

36.4 

1 

8 

Black  &  Decker 

19.4 

H 

70 

15.5 

3 

59 

18.9 

15.4 

14.5 

3 

139 

9.6 

2 

144 

Zenith  Radio 

18.7 

4 

78 

18.7 

2 

31 

13.7 

13.7 

1.2 

16 

686 

-5.1 

13 

513 

Whirlpool 

18.2 

5 
6 

e? 

13.3 

5 

101 

19.7 

13.0 

12.0 

6 

214 

7.0 

3 

203 

RCA  Corp 

"4/:. 

!&J 

10.0 

9 

265 

8.5 

6.1 

6.4 

10 

517 

-8.9 

14 

561 

General  Electric 

14.5 

7 

192 

12.2 

6 

144 

17.9 

15.5 

5.6 

12 

565 

6.6 

4 

214 

Insiico 

13.7 

8 

238 

10.6 

8 

239 

11.6 

7.0 

12.6 

5 

198 

-3.6 

11 

488 

Hoover 

12.8 

9 

284 

12.0 

7 

155 

12.7 

12.2 

8.3 

7 

401 

6.0 

5 

226 
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U.4 
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10 

11 

362 
404 

9.1 

11 

327 

8.8 

7.6 

15.8 

2 

110 

-4.3 

12 

499 

Motorola 

8.6 

13 

355 

7.8 

6.5 

6.9 

9 

497 

-2.6 

10 

468 

Westinghouse 
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12 

405 
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12 

346 

10.2 
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13.6 
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156 
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Roper 

9.2 

13 
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9.2 

10 

321 

8.2 

8.0 

5.0 

13 

600 

-1.5 
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450 

Sunbeam 

8.4 

14 

534 

7.1 

14 
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9.6 

6.9 
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11 

556 
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Ever  think  about  locating  in 


nmmarh 


moscoui 


We'll  show  you  the  best  spots,  tell  you  about 
building  codes,  zoning  and  taxes.  Santa  Fe  has  been 
going  to  Denmark  and  Rome,  Kansas  for  many 
years,  also  to  Paris,  Texas  and  Moscow,  Kansas. 
They  are  part  of  more  than  2,100  stations  on  the 
Santa  Fe  transportation  system  that  offer 
opportunities  for  plant  locations  and  real  estate 
projects.  ■  All  together  we  have  over  48,000  acres 
ready  for  development  in  large  cities,  small  towns 
and  rural  areas.  ■  For  information  just  call  or  write: 
Real  Estate  and  Industrial  Development, 
80  East  Jackson  Blvd.,  Chicago,  III.  60604. 
Telephone:  (312)  427-4900.  ■  Santa  Fe  knows 
places  in  the  USA  that  may  be  foreign  to  you! 


3olllrt  KC  —The  complete  transportation  company 

moving  by  rail,  truck,  air  freight,  pipeline  and  land  development. 


Santa  Fe 

31    R 


ill  tlie  inarketpliitf  and  the  mortality 
rate  among  established  ones.  Since  the 
<nerall  business  is  growing  only  slowly, 
most  really  big  successes  must  come 
at  somebody  else's  expense. 

For  example,  Procter  &  Gamble  was 
a  runaway  success  in  disposable  dia- 
pers, but  much  of  its  success  came 
right  out  of  Scott  Paper's  hide,  as  did 
also  P&G's  growing  penetration  of  the 
toilet  tissue  market. 

Food  processor  Norton  Simon's  suc- 
cess  with    its   Snack   Pack   puddings 


came  at  the  expense  of  General  Food's 
sizable  Jello  dessert  market.  But  such 
is  the  broad-based  strength  of  General 
Foods,  with  some  430  food  products, 
that  it  rolled  with  the  blow.  GF  man- 
aged to  keep  growing  last  year  and 
maintained  its  above-average  16.5% 
profitability. 

On  the  other  hand,  there  was  no 
group  of  companies  for  whom  the  fu- 
ture looked  so  bleak  a  year  ago  as  the 
cigarette  companies.  Last  year  was 
their  first  12  months  without  radio  and 


TV  advertising,  the  chief  means  of 
maintaining  precious  brand  loyalty. 
But  at  year  end,  there  were  no  few- 
er than  eight  new  brands  on  the  mar- 
ket, with  unit  volume  up  and  ciga- 
rette consumption  up  almost  3%.  Phil- 
ip Morris,  Reynolds  and  Liggett  ^ 
Myers  all  lifted  their  profitability. 

But  some  real  glamour  companies 
fek  the  pinch.  Polaroid  continued  to 
bring  out  new  cameras,  but  came  up 
with  lower  earnings  for  the  second 
year  in  a  row,  partly  because  fewer 
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Coca-Cola 
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8 
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2 

52 

Kellogg 

22.3 
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2 
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19.4 

10.3 

13 

293 

6.6 

16 

212 

PepsiCo 

19.3 

4              71 

15.1 

6 

65 

18.2 

12.4 

15.1 

3 

130 

8.4 

11 

165 

Anheuser-Busch 

17.7 
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12.3 

13 

143 

19.6 

14.0 

12.6 

7 

199 

16.9 

1 

49 

Gerber  Products 

16.9 
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27 

481 

5.4 

21 
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General  Foods 
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36 
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26 
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24 
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124 

Ralston  Purina 
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15 
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12 

167 

Consolidated  Foods 
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11.7 

17 

168 
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CPC  International 

14.3 
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Jos  Schlitz  Brewing 
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36 

526 

9.2 

6.1 

7.7 

21 
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8.1 
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33 

467 
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5.6 

6.7 
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507 
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37 
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Every  day  United  flies  to  more 
U.S.  cities  than  any  other  airline. 

lag  along. 
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The  friendly  skies. 

When  you're  friendly  you  do  things  for  people. 

United. 


Deep  under  the  Gulf  of  Mexico  —  in  the  bayous  of  Louisiana  — 
across  the  Great  Plains  —  beneath  the  Rocky  Mountains  —  these  are  the 
places  where  the  Panhandle  Eastern  system  companies  are  engaged  in 
opening  new  frontiers  for  America's  energy  future.  The  nation's  need  for 
abundant  new  supplies  of  natural  gas  will  only  be  served  by  expanded  drill- 
ing and  Panhandle  Eastern  is  investing  large  sums  in  support  of  exploration 
and  development  of  new  reserves  in  new  areas  such  as  the  Rocky  Mountain 
region  and  to  expand  production  in  established  regions  such  as  offshore, 
in  Southern  Louisiana  and  in  the  deep  Anadarko  Basin. 

While  instant  results  are  not  possible  in  the  costly  and  high  risk 
search  for  new  gas  reserves,  Panhandle  Eastern  is  moving  aggressively  to 
help  meet  the  need  for  clean  energy  in  the  12-state  market  area  it  supplies 
with  natural  gas. 

Panhandle 
Eastern 


PIPE  LINE  COMPANY 


Trunkline  Gas  Company 

3000  Bissonnet  Avenue,  Houston,  Texas  77005 


people  were  willing  to  spend  around 
S5  a  roll  for  color  film  in  a  weak 
economy.  Polaroid  was  also  faced 
with  heavy  research  and  development 
and  start-up  costs  because  it  decided 
to  manufacture  and  make  its  own  film 
and  chemicals  like  archrival  Eastman 
Kodak.  The  results  showed  up  in 
Polaroid's  depressed  profitabilit}'  last 
\ear;  its  13'(  return  on  equit\'  was 
below  the  consumer  goods  peisonal 
products  median  of  14.8?.  Kodak  was 
also  down  in  profitability  from  its  five- 
year  average,  but  it  still  showed  an 
18.3%  return  on  equit>'  last  year,  and 
appeared  headed  for  another  record 
earnings  year. 

One  area  \\  here  the  consumer  final- 
ly let  go  was  in  color  TV.  .After  sev- 
eral disappointing  years,  people  were 
trading  their  old  sets  in  for  color  TV. 
One  big  thing  that  helped  was  the 
fact  that  TV  sets  being  sold  were 
smaller  sizes  (12  inches)  and  they 
carried  lower  prices.  Part  of  the  low- 
er  prices   was   unintentional:    Lower- 


i>   sow 

I    Ml  »i  n  on 

Recalls  have  cost 
fhe  food  and  de- 
tergent industries 
both  cash  and  con- 
sumer   confidence. 


priced  imports  from  Japan  were  forc- 
ing price  concessions.  Before  the  10% 
surcharge  was  imposed,  the  Japanese 
had  managed  to  capture  28%  of  the 
total  TV  market. 

Thus,  even  though  companies  like 
Zenith,  Magnavox  and  Motorola 
showed  recoveries  in  sales  and  earn- 
ings last  year  over  1970,  their  return 
on  equity  last  year  was  still  well  be- 


low their  five-year  averages.  But  they 
hope  things  will  get  better.  The  U.S. 
Government  has  given  them  some 
protection  from  imports.  Also,  appli- 
ance makers  should  really  feel  the 
benefits  of  the  boom  in  housing  starts 
next  year.  A  number  of  white  goods 
makers,  including  Whirlpool  and  Sun- 
beam, showed  profit  increases  over 
last  year,  and  they  were  enthusiastic 


'arxJsticHs  of  management  Perfornr&nce 
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—  5- Year  Return  on 

> 

Latest 

17.Mnnlh 

S-Y«ar  Annual 

5-Year  Annual 

EQUITY 
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rOTAL  CAPITAL 
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Sales  Growth 

Earnings  Per  Share  Growth 

lOTAL 

/"            Rdllk            > 
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EQUITY 

CAPITAL 
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Among  All 
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Among  All 
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Companies 

Percent 

Industry 

Companies 

Percent 

Percent 

Percent 

Industry 

Companies 

Percent 

Industry 

Companies 

Rapid-American 

34.0 

1 

3 

10.1 

11 

264 

33.1 

6.0 

26.6 

1 

37 

3.6 

10 

296 

Melville  Shoe 

31.0 

2 

6 

23.6 

1 

10 

26.8 

22.9 

16.6 

5 

96 

15.0 

2 

62 

Jonathan  Logan 

21.8 

3 

38 

13.5 

2 

96 

13.2 

11.4 

9.2 

19 

346 

0.6 

17 

395 

Indian  Head 

18.2 

4 

85 

9.3 

12 

311 

14.2 

7.3 

13.0 

8 

183 

3.5 

11 

302 

Collln$  &  Aikman 

16.7 

5 

110 

13.3 

4 

102 

16.9 

12.7 

9.4 

18 

336 

10.8 

5 

112 

Kellwood 

15J 

6 

157 

12.3 

6 

139 

13.0 

9.8 

11.5 

12 

241 

3.2 

12 

313 

Blue  Bell 

15.1 

7 

171 

11.8 

7 

162 

17.8 

14.9 

17.8 

4 

78 

12.9 

3 

82 

VF 

15.lt 

7 

171 

12.8t 

5 

117 

15.8 

14.6 

19.4tt       3 

59 

11.5tt    4 

102 

U  S  Shoe 

14.4 

9 

196 

11.8 

8 

164 

11.7 

9.0 

13.1 

7 

176 

1.9 

14 

355 

Interco 

14.4 

10 

198 

10.6 

10 

234 

13.3 

10.6 

11.4 

13 

243 

10.1 

6 

128 

Brown  Shoe 

142 

11 

215 

13.4 

.    3 

97 

13.3 

12.9 

11.1 

15 

257 

1.1 

16 

383 

Kayser-Roth 

12J 

12 

311 

8.1 

16 

385 

8.4 

5.7 

9.0 

20 

355 

-1.1 

19 

441 

Genesco 

11.9 

13 

333 

8.9 

14 

338 

9.1 

6.4 

10.8 

16 

268 

-6.4 

22 

533 

Hart  Schaffner  Marx 

11.9 

14 

338 

11.0 

9 

210 

6.5 

5.7 

11.7 

10 

230 

-6.9 

24 

543 

SCOA  Industries 

11.7 

15 

342 

8.1 

17 

387 

9.7 

6.7 

2.7 

28 

659 

3.8 

9 

286 

Fieldcrest  Mills 

11.4 

16 

363 

8.3 

15 

365 

9.7 

7.2 

5.6 

22 

567 

-0.7 

18 

433 

Cluett,  Peabody 

10.5 

17 

415 

9.1 

13 

329 

5.5 

5.0 

12.4 

9 

202 

-12.0 

27 

587 

Burlington  Industs 

10.4 

18 

420 

7.8 

20 

404 

5.4 

4.6 

5.1 

24 

596 

-10.9 

26 

582 

Warnaco 

10.2 

19 

431 

7.9 

19 

399 

7.1 

5.7 

11.1 

14 

255 

-10.1 

25 

572 

Simmons 

8.9 

20 

510 

8.1 

18 

390 

8.5 

7.6 

9.9 

17 

319 

2.3 

13 

338 

United  Merch&Mfrs 

8.4 

21 

536 

6.5 

23 

503 

6.5 

4.8 

5.1 

23 

592 

-3.3 

20 

480 

Mohasco  Industries 

7.6 

22 

570 

6.2 

25 

529 

8.1 

5.7 

13.4 

6 

167 

7.4 

7 

193 

Cannon  Mills 

7.6 

23 

573 

7.6 

21 

416 

7.3 

7.3 

1.6 

29 

679 

-3.5 

21 

485 

Phillips  Van  Heusen 

7.6 

23 

573 

6.5 

23 

503 

6.8 

5.1 

11.5 

11 

237 

1.7 

15 

362 

West  Pt-Pepperell 

6.8 

25 

609 

6.8 

22 

476 

3.3 

3.3 

1.2 

31 

684 

-20.9 

29 

626 

MLowenstein&Sons 

6J 

26 

626 

5.4 

26 

604 

6.4 

6.2 

7.8 

21 

437 

5.2 

8 

258 

J  P  Stevens 

4.9 

27 

670 

4.1 

27 

659 

def. 

def. 

1.5 

30 

680 

P-D 

30 

664 

Cone  Mills 

3.6 

28 

685 

3.5 

28 

671 

4.5 

4.2 

3.5 

26 

635 

-6.8 

23 

538 

Dan  River 

2.3 

29 

697 

2.3 

29 

692 

def. 

def. 

3.5 

27 

638 

P-D 

30 

664 

Springs  Mills 

2.2 

30 

699 

2.2 

30 

694 

2.5 

2.4 

4.9 

25 

605 

-16.3 

28 

612 

Levi  Strauss 

«» 

. 

** 

22.2 

18.8 

20.6 

2 

53 

18.8 

1 

35 

Industry  Medians    1 1 .6 


8.2 


8.5 


6.4      10.8 


1.1 


Note;  Explanation  of  Yardstick  calculations  on  page  92.        tThree-year  average 
••Not  available:  not  ranked.        def. -Deficit.        P-D  Profit  to  deficit. 


ttThreeyear  growth. 
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about   their    prospects    for    the    year 
just  ahead. 

As  for  the  apparel  group,  profit- 
ability was  downhQl  all  last  year.  It 
was  also  clear  that  industry  giant 
Burlington  Industries'  (sales:  $1.7  bil- 
hon)  attempt  over  the  last  few  years 
to  get  closer  to  the  consumer  had  a 
long  way  to  go.  Its  earnings  fell  bad- 
ly last  year.  Burlington,  like  J.P. 
Stevens  and  Dan  River,  was  late  in 


converting  to  double-knit  textiles, 
which  was  one  of  the  few  booming 
areas  for  the  trouble-plagued  textile 
industry. 

But  for  all  the  ups  and  downs,  the 
consumer  industry  groups  took  most 
of  the  prizes  in  Fobbes'  Annual  Re- 
port—at least  the  prizes  that  counted. 
By  good  margins,  most  were  first  in 
profltabihty  for  the  year— both  in  re- 
turn on  equity  and  return  on  capital. 


The  five-year  median  return  on  equity 
was  11.9%  for  all  the  industries  cov- 
ered; consumer  goods  showed  an 
average  of  14.6%. 

Interestingly  enough,  consumer  in- 
dustries were  merely  average  in 
growth  of  sales;  but  in  earnings 
growth  they  were  near  the  top.  For 
all  its  heavy  industry,  the  U.S.  is  still 
very  much  a  consumer  society  and  a 
consumer  economy.  ■ 


CONSUMER  GOODS-PERSONAL:  Yardsticks  of 
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Avon  Products 

41.2 

1 

2 

36.6 

1 

2 

37.5 

33.2 

15.1 

3 

129 

13.0 

3 

78 

Gillette 

30.9 

2 

7 

25.8 

2 

9 

26.3 

18.9 

12.8 

7 

192 

4.1 

16 

280 

Chesebrogh-Pond's 

24.2 

3 

20 

18.1 

5 

33 

29.6 

14.9 

13.5 

6 

159 

9.0 

8 

154 

Loew's 

22.8 

4 

29 

11.1 

13 

199 

34.3 

7.4 

46.4 

1 

11 

39.3 

1 

6 

Eastman  Kodak 

22.5 

5 

30 

21.6 

4 

18 

18.3 

17.3 

7.6 

11 

450 

5.3 

15 

253 

Polaroid 

22.0 

6 

36 

22.0 

3 

17 

13.0 

13.0 

10.4 

8 

287 

5.9 

14 

230 

Armour-Dial 

21.0t 

7 

46 

18.0t 

6 

35 

19.0 

16.7 

8.0tt 

9 

420 

8.7tt 

9 

159 

Philip  Morris 

21.0 

8 

47 

12.7 

10 

122 

23.4 

13.0 

18.0 

2 

73 

20.2 

2 

28 

R.  J.  Reynolds  Inds 

19.8 

9 

61 

16.7 

7 

44 

23.1 

15.7 

7.4 

13 

464 

8.0 

10 

178 

Revlon 

19.1 

10 

74 

14.9 

9 

70 

18.1 

14.0 

8.0 

9 

420 

7.5 

13 

190 

Procter  &  Gamble 

18.0 

11 

89 

15.7 

8 

56 

18.1 

15.7 

7.4 

12 

463 

10.9 

5 

110 

American  Brands 

14.5 

12 

194 

11.0 

14 

214 

14.8 

10.3 

13.8 

5 

154 

7.8 

12 

183 

Purex 

13.1 

13 

267 

12.0 

11 

159 

10.7 

8.3 

14.1 

4 

144 

1.2 

18 

379 

Colgate-Palmolive 

12.9 

14 

277 

11.3 

12 

192 

13.2 

12.1 

6.0 

18 

550 

7.8 

11 

182 

American  Cyanamid 

12.2 

15 

321 

10.7 

15 

230 

11.3 

10.4 

6.0 

18 

550 

-1.5 

19 

448 

Bell  &  Howell 

10.6 

16 

413 

9.1 

16 

330 

8.9 

8.4 

6.3 

17 

536 

2.0 

17 

350 

Scott  Paper 

9.9 

17 

450 

8.0 

19 

395 

5.4 

4.5 

6.3 

16 

534 

-12.4 

21 

589 

General  Cigar 

9.5 

18 

475 

6.4 

21 

516 

9.4 

8.0 

4.4 

21 

616 

10.7 

6 

115 

Liggett  &  Myers 

9.1 

19 

495 

8.3 

18 

369 

11.1 

9.7 

6.3 

15 

527 

9.6 

7 

143 

Havatampa  Cigar 

8.9 

20 

508 

8.5 

17 

359 

11.1 

10.2 

7.4 

14 

465 

12.5 

4 

85 

Kimberly-Clark 

8^ 

21 

550 

6.9 

20 

467 

5.2 

4.7 

5.9 

20 

558 

-8.9 

20 

561 

Industry  Medians     1 8.0 


12.0 


14.8 


12.1 


7.6 


7.8 


HEALTH  CARE 


Amer  Home  Products 

G  D  Searle 

Merck 

Smith  Kline  &  French 

Sterling  Drug 


31.7 
30.1 
27.7 
27.0 
23.8 


5 

8 

13 

15 

21 


274 
26.3 
27.1 
26.8 
21.2 


4 

33.3 

27.7 

9.2 

13 

349 

9.1 

6 

150 

8 

30.0 

21.8 

13.1 

5 

177 

7.6 

10 

186 

5 

26.7 

25.2 

11.9 

7 

218 

8.5 

8 

163 

6 

23.0 

22.8 

7.2 

19 

480 

1.0 

16 

388 

19 

22.1 

19.5 

8.9 

14 

365 

8.1 

9 

174 

Bristol-Myers 
Ell  Lilly 

Warner-Lambert  Phar 
Johnson  &  Johnson 
Pfizer 


23.2 
23.1 
18.6 
17.7 
17.2 


6 
7 
8 
9 
10 


25 
26 
80 
92 
102 


19.4 
22.1 
16.8 
16.7 
15.0 


7 
5 
8 
9 
10 


28 
16 
43 
45 
68 


20.1 
19.9 
15.2 
18.6 
17.6 


15.3 
18.9 
15.2 
17.6 
14.7 


10.1 
13.5 
22-8 
11.3 
8.8 


12 
4 
1 
8 

16 


301 
161 
47 
250 
372 


9.4 
12.3 

9.4 
18.9 

7.3 


5 
2 
4 
1 
11 


Miles  Laboratories 
Abbott  Laboratories 
Becton,  Dickinson 
Squibb  Corp 
Upjohn 


16.2 
15.0 
14.9 
14.8 
14.3 


11 

12 
1.3 
14 
15 


125 
177 

181 
183 
206 


9.7 
13.1 
11.9 
12.4 
14.3 


18 
13 
16 
14 
11 


287 
110 
160 
135 
80 


19.0 
10.0 
12.6 
17.7 
13.3 


5.9 

8.6 

8.4 

12.7 

12.6 


12.3 
11.2 
14.1 
7.9 
10.3 


6 
9 
3 

18 
11 


205 
252 
144 
432 
292 


-2.6 

-1.1 

8.8 

5.8 

0.8 


19 

18 

7 

13 
17 


Richardson-Merrell 
Mortn-Norwch  Prod 
Amer  HosptI  Supply 
Kendall 
Schering-Plough 


14.2  16 

13.9*  17 

13.2  18 

lOJ  19 


213 

231 
260 
430 


Industry  Medians     1 7.2 


13.9  12 

U-Ot  17 

12.0  15 

8.2  19 


15.0 


87 
214 
157 
376 


11.8 

12.5 

9.1 

9.4 

23.3 


11.3 
8.9 
8.6 
7.3 

23.3 


11.2 
8.8 

18.9 
8.0 


10 

15 

2 

17 


253 

368 

66 

426 


6.8  12 

5.0  14 
11.1  3 

2.1  15 


18.2         15.0      11.2 


7.6 


Note:  Ejipianalion  ot  Yatdstick  calculations  on  paye  92         tThree.i/nar  9u.r.<..         +c»..  j.^^ 

i"8»  j^.        I  inree-yaar  average.        ;Foui  year  average.        ttFour-year  growth. 


147 
88 

146 
34 

197 


469 
443 
157 
234 
390 


206 
262 
108 
347 


'Not  available;  not  ranked. 
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The  Next  Ten^ars: 

Meeting 

the  need  for 

corporate 

capital 

Capital  is  the  lucl  ol  industrial  pioduction.  In  the  next 
ten  \ears,  Anieiitan  industry  is  expected  to  consume 
capital  in  auesonie  amounts. 

Salomon  Hiotheis,  always  sensitive  to  the  capital 
needs  of  corpoi  ations,  will  continue  to  anticipate  its  ( li- 
ents'  expanding  and  complex  lecjuiiements.  We  will 
intensih  oin  iiivoKement  in  all  rinancini>  aieas:  ecjuity 
and  debt  undeiwiiting— net^otiated  and  competitive 
bids;  commeicial  papei ;  piivate  placements;  lease  fi- 
nancing of  capit.il  ecjuipment  and  facilities;  met  gers 
and  ac c|uisitions;  and  lisk  capital  piojects. 

We  will  lemain  deeply  committed  m;u  ket  makers 
in  \ii  tu.illy  any  tvpe  of  institutional  secuiity.  in  \iitually 
an\  amount.  1  his  hea\\  dail)  iuNolvement  in  the 
.securities  markets  will  continue  to  enhance  the  ability 
of  .SalomcHi  Biotlieis  to  price  seem ities  issues  as  c lose 
to  the  mat  ket  as  possible. 

1  he  strength  of  oui  own  capital  lesouices  is  also 
a  majoi  lactoi  inom  abilit\  to  handle  the  lmancing;ind 
market  nuiking  needs  of  coi  potations,  fmanci.tl  in- 
stitutions, and  Federal  and  local  governments.  .At 
piesent  our  net  worth  is  SlOOniillion,  up  S/O  million  in 
just  fi\e  years.  Although  we  are  deliberately  compact  in 
stall,  Salomon  liiothers  is  third  in  net  worth  among  all 
investment  bankei  s  in  the  United  States. 

When  vou  need  additional  capital  to  fuel  your 
corporate  giowth  foi  the  next  decade,  discuss  \c)ur 
rec]uiiements  with  a  fit  ni  that  is  committed  to  success 
—  \()uis  and  ours. 


Salomon  Brothers 


Market  Makers  and  Investment  Bankers 


Mciiifx'is  New  Noik  Sio.  k  I-  \<  li.iii_i;i'-  ■"<  ■  Ollm-,:  Niu  ^■|)l  k.  All.iiil.i.  Unvicm. 
C:iiita,i{o,  C;ic\ckni(l.  I).ill.i>.  I  "n  \ii-cI<s.  I'liikiililpln.i.  Si    louis.  S.mi  I  i.in.iM.) 


Industrial  Equipment 


Most  industrial 

equipment  companies 

fared  as  expected 

in  a  year  of  sluggish 

capital  spending 

—poorly. 


As  IN  TENNIS,  it  was  all  a  matter  of 
position  for  the  capital  goods  makers 
last  year. 

If  you  had  the  right  products  for 
thriving  customers,  such  as  Joy  Man- 
ufacturing's underground  machinery 
for  the  booming  coal  business  (three- 
fifths  of  Joy's  volume),  you  were  okay. 
Joy's  profits  were  up  17%  on  a  10? 
sales  increase,  decidedly  better  than 
the  industrial  equipment  industry- 
wide average. 

The  same  could  be  said  for  the 
makers  of  steam-generating  equip- 
ment, such  as  Combustion  Engineer- 
ing and  Babcock  &  Wilcox.  With 
spending  by  utilities  up.  Combustion 


Engineering  enjoyed  a  record  year  for- 
profits  and  a  14%  return  on  equity. 
B&W,  though  still  far  below  CE  in 
profitability  {see  Yardsticks),  staged 
a  comeback  in  earnings  after  problems 
with  atomic  power  plants  had  given 
-it  declines  in  1969  and  1970. 

But  companies  heavily  in  machine 
tools  for  industrial  customers  or  in  the 
aerospace  or  electronics  markets  did 
not  fare  as  well.  The  year  1971  was  a 
disaster  for  Cincinnati  Milacron,  pri- 
marily in  machine  tools.  Its  already 
below-average  return  on  equity  skid- 
ded from  7.8%  to  a  negligible  1.1%.  Ex- 
Cell-O,  with  some  40%  of  its  $300- 
million  business  in  machine  tools  and 
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another  30^  in  aerospace  and  elec- 
tronics products,  suffered  earnings  de- 
clines of  over  30%  in  1970  and  50%  in 
1971.  Ingersoll-Rand,  even  though  it 
was  above  the  average  U.S.  company 
in  profitability,  hasn't  made  a  real 
earnings  gain  since  1967.  Last  year 
I-R's  increased  shipments  to  coal 
mining  companies  and  electrical  uti- 
lities were  partially  offset  by  its  re- 
duced sales  to  industrial  markets.  The 
result:  erosion  of  I-R's  above-average 
return  on  equity. 

In  short,  the   1971   returns  for  in- 
dustrial   equipment    companies    were 


decidedly  mixed,  and  earnings,  on  the 
whole,  were  sluggish. 

It's  not  hard  to  see  why.  Since 
1967  business  expenditures  for  plant 
and  equipment  have  increased  only 
5%  a  year.  Factor  in  inflationary  price 
increases,  and  you  find  precious  little 
real  growth.  Increases  also  have  been 
ill-balanced.  Manufacturing  spending 
in  the  last  five  years  increased  only 
6%,  while  outlays  from  utilities  and 
communications  companies  soared 
over  76%.  American  Machinist  es- 
timates that  money  spent  on  pollu- 
tion-control equipment  has  increased 


120%  in  the  last  24  months  to  $3.6 
billion.  So  a  company's  performance 
depended  on  whether  it  was  lucky 
enough  to  be  in  these  "growth" 
areas.  Or  if  it  dominated  a  specialty 
market,  like  Tecumseh  Products  in 
compressors  for  refrigeration  and  air- 
conditioning.  Tecumseh  had  the  best 
combination  of  profitability  and 
growth  in  the  industrial  equipment 
Yardsticks. 

Other  than  a  few  companies  like 
Schlumberger  and  Halliburton  in  oil 
drilling  (see  box,  p.  164),  the  con- 
struction and  drilling  group  also  faced 
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tough  sledding.  Morrison-Knudsen,  a 
construction  and  engineering  contrac- 
tor, lost  money  in  1970,  barely  broke 
even  in  1971  and  has  consistently  been 
among  the  least  profitable  construc- 
tion companies  in  the  Yardsticks.  One 
reason:  It  has  been  losing  money  on 
fixed-price  contracts.  Diversification 
was  not  always  a  panacea.  Dilling- 
ham lost  money  in  1970  and  1971, 
although  it  was  involved  in  a  variety 
of  nonconstruction  areas. 

Says  capital  goods  analyst  John 
Mackin  of  Burnham  &  Co.,  "If  you 
stayed  even,  you've  done  a  good  job." 

One  saving  grace  has  been  overseas 
operations.  Twenty-six  percent  of  Cin- 
cinnati Milacron's  business  is  foreign 
machine  tools.  For  Ingersoll-Rand, 
36%  of  its  sales  come  from  abroad. 
"Foreign  sales,"  notes  Dean  Witter's 
James  Love,  "have  been  a  lifesaver 
for  many  outfits." 

Will  the  drought  for  industrial 
equipment  in  manufacturing  end  in 
1972?  The  forecasts  for  capital  spend- 
ing are  all  on  the  upside,  from  Mc- 
Graw-Hill's projection  of  a  rise  of  1% 
to    Chase    Manhattan's    Econometric 


division's  projected   increase   of   11%. 

However,  views  differ  on  the  im- 
pact of  increased  spending.  Says  Gra- 
ham McDonald  of  Argus  Research, 
"You  can't  expect  manufacturers  to 
think  in  terms  of  expanding  their  plant 
capacity— and  consequently  add  ma- 
chinery—until your  capacity  utilization 
rate  gets  up  to  85%  to  90%."  It  is  now 
only  74%.  "There's  not  much  chance 
that  the  rate  is  going  to  get  that  high 
until  mid-1972  at  the  earliest,"  he 
adds.  But  Dean  Witter's  Love  dismiss- 
es that  reasoning.  "A  lot  of  manufac- 
turing capacity  is  not  suitable  for  the 
Seventies.  Some  of  it  is  defense-orient- 
ed, and  you  certainly  don't  need  all  of 
that  aerospace  capacity."  Moreover,  a 
number  of  facilities  don't  meet  stiffen- 
ing pollution-control  requirements. 
The  plants  will  be  replaced  or  up- 
graded. Either  way.  Love  argues,  more 
plant  and  equipment  money  will  be 
spent.  If  consumer  spending  for  dura- 
bles and  nondurables  increases,  says 
Burnham  &  Co.'s  Mackin,  plant  in- 
vestment also  should  increase. 

What  about  the  investment  tax 
credit?  A  number  of  executives  and 
analysts  think  its  impact  will  be  mini- 
mal in  1972.  Scoffs  Argus'  McDonald, 
"Who  the  hell  is  going  out  and  buy  a 


Watery  Goldmine 


One  of  the  hottest  markets  for  capital 
goods  right  now  is  in  offshore  drilling. 
Equipment  in  service  has  increased 
from  $288  million  in  1964  to  over 
$1  billion  in  1970.  And  forecasts  for 
spending  in  this  area  indicate  an  an- 
nual growth  rate  of  15%  for  the  rest 
of  the  decade. 

The  offshore  oil  drilling  boom  is  a 
primaiy  reason  why  Schlumberger 
($600  million  in  sales)  has  one  of  the 
best  five-year  annual  earnings-per- 
share  growth  averages  (12.7%)  of  any 
company  in  the  U.S.,  even  though 
over  30%  of  its  revenues  arise  from 
electronics.  Oil  drilling  is  why  HalH- 
burton  finished   1971  so  strongly. 

But  as  in  any  fast-growing  industry, 
sales  growth  was  no  guarantee  of  good 
times.  While  Fluor  received  nearly 
70%  of  its  revenue  from  petrochemical 
engineering  and  construction  activities, 
its  earnings  have  had  a  net  decline 
since  1967,  partly  because  of  losses 
in  offshore  construction  contracts  due 
to  the  delayed  sale  by  the  U.S.  Gov- 
ernment of  leases  in  the  Gulf  of  Mexi- 
co. And  J.  Ray  McDermott,  another 
offshore  operator,  suffered  similarly  be- 
cause of  the  postponement  of  lease 
sales  by  the  Government. 

The  reasons  for  the  offshore  boom 
are  simple.  The  U.S.,  Japan  and  the 
industrial  countries  of  Western  Eu- 
v,)i,i-  ucpcl  more  and  more  energy  to 


piece  of  machinery  that  he  can't  oper- 
ate efficiently  7ust  to  get  a  tax  credit?" 
Some  disagree.  "It  will  make  a  real 
difference,"  maintains  Love.  "Once  you 
get  below  the  prime  manufactmrer, 
the  smaller  companies  are  very  respon- 
sive to  this  type  of  stimulus."  But  his 
is  the  minority  view. 

There  are  other  clouds  on  the  hori- 
zon. One  is  the  slowdown  in  the  West- 
ern European  economies  to  which  U.S. 
capital  goods  makers  export.  Another, 
especially  for  machine  tools  makers,  is 
imports.  It  is  likely  that  the  surcharge 
will  be  bargained  away  in  a  few 
months.  Dollar  devaluation  will  help, 
but,  says  Love,  "the  machine  tool  busi- 
ness will  still  be  sensitive  to  foreign 
competition."  Howard  Kmt,  vice  pres- 
ident of  GE's  manufacturing  and  auto- 
mation business  division,  points  out, 
"In  every  upswing,  foreigners  have 
taken  another  slug  of  the  market."  In- 
creasing U.S.  labor  costs  are  a  princi- 
pal factor.  However,  should  Phase  2 
be  even  partially  successful  here  and 
Em-opean  laborers  continue  their  re- 
cent militancy,  a  good  part  of  the  gap 
might  vanish  in  the  next  few  years. 

Thus,  the  prospects  for  industrial 
equipment  companies  in  1972  are 
hopeful,  but  not  exactly  glowing. 


run  their  economies  each  year,  and 
oil  is  energy.  But  they  would  like  to 
reduce  their  dependence  on  the  oil 
from  the  Middle  East,  which  has  an 
estimated  75%  of  the  world's  resei^ves, 
especially  now  that  these  countries  are 
flexing  their  muscles. 

The  result,  of  course,  is  a  frantic 
search  to  find  oil  offshore.  Already, 
some  20%  of  total  worldwide  oil  and 
gas  production  comes  from  offshore 
activity,  and  many  industry  observers 
expect  that  share  to  rise  to  30%  before 
the  end  of  the  decade.  Moreover, 
while  offshore  drilling  is  more  e.xpen- 
si\'e  than  on-land  drilling,  the  offshore 
success  ratio  is  higher,  which  often 
means  lower  per-barrel  finding  costs. 

Unlike  many  so-called  "growth"  in- 
dustries of  the  past,  though,  offshore 
drilling  will  probably  not  see  a  flood 
of  new  entrants.  A  Wall  Street  special- 
ist on  the  subject,  Oppenheimer  & 
Co.'s  Lazio  Demandi,  explains,  "An 
entrant  must  come  up  witli  new  tech- 
nology to  compete.  The  technology  is 
pretty  sophisticated  now.  Also,  a  com- 
pany would  need  a  big  service  struc- 
ture to  come  into  this  area  from 
scratch."  He  adds  that  there  are  sev- 
eral small  companies  that  might  be 
bought,  "but  I  don't  look  for  many 
others  to  enter  this  field." 

It  seems  almost  too  good  to  be 
true.   ■ 
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When  they  look  at  us,  they  see  a  little  of  you. 


When  Union  Carbide  sends  its  people  to 
Asia,  Afiica,  South  America  and  even 
Europe,  they  represent  a  country  as  well 
as  a  company. 

So  while  we're  out  to  make  money 
abroad,  we're  also  out  to  make  friends 
abroad. 

Sometimes,  if  s  as  simple  as  knowing 
local  customs. 

In  Singapore,  our  Eveready  battery 
plant  has  .a  cafeteria  that  serves  three  dif- 
ferent menus.  To  meet  the  dietary,  ethnic 
and  religious  needs  of  our  Indian,  Chi- 
nese and  Malaysian  employees. 

Othertimes,  making  friends  and  mak- 
ing money  is  a  littie  more  complex. 


To  mine  huge  manganese  deposits  in 
Ghana,  we  built  a  whole  town.  From  the 
ground  up.  Later,  we  put  a  plastics  plant 
in  Ghana.  And  then  a  battery  plant  And 
made  even  more  friends. 

None  of  this  is  our  newest  idea.  It's 
something  Union  Carbide  discovered 
long  before  international  business  was 
fashionable. 

And  it's  all  quite  simple. 

Overseas,  we're  you. 


UNION 
CARBIDE 


THE  DISCOVERY  COMPANY 
270  Pitk  Ave..  New  York.  NY  10017 


This  is  not  an  offemig  of  these  shares  for  sale,  or  an  offer  to  buy,  or  a  solicitation  of  an  offer  to  buy,  any  of  such  shares. 

The  offering  is  made  only  by  the  Prospectus. 


1,093,052  Shares    . 


Clark  Equipment  Company 


Common  Stock 

($7.50  Par  Value) 


Price  $42,625  per  share 


Copies  of  the  Prospectus  may  be  obtained  from,  any  of  the  several  under- 
writers only  in  states  in  which  such  underwriters  are  qualified  to  act  as 
dealers  in  securities  and  in  which  the  Prospectus  m.ay  legally  he  distributed. 


Blyth&Co.Jnc. 


Drexel  Firestone 

IncorDorateU 


Lehman  Brothers 

Incorporated 


The  First  Boston  Corporation 


A.  G.  Becker  &  Co. 


Incorporated 


duPont  Glore  Forgan 

Incorporated 


Eastman  Dillon,  Union  Securities  &  Co.       Goldman,  Sachs  &  Co.       Halsey,  Stuart  &  Co.  Inc. 

Incorporated 


Incorporated 


Smith,  Barney  &  Co. 

Incorporated 


Incorporated 

Stone  &  Webster  Securities  Corporation 


Hornblower  &  Wecks-Hemphill,  Noyes  Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co 

Incorporated 

Loeb,  Rhoadcs  &  Co.     Merrill  Lynch,  Pierce,  Fenner  &  Smith     Paine,Webber,  Jackson  &  Curtis 
Salomon  Brothers 

Wertheim  &  Co.  White, Weld  ^  Co. 

Reynoias  ^ecuaUes  Inc. 

Deci-mbrr  16,197! 


Dean  Witter  &  Co. 

Incorporated 


Bache  &  Co. 

Incorporated 


Shearson,  Hammill  &  Co. 

Incorporated 


This  is  not  an  offering  of  these  shares  for  sale,  or  an  offer  to  buy,  or  a  solicitation  of  an  offer  to  buy,  any  of  such  shares. 

The  offering  is  made  only  by  the  Prospectus. 


7,000,000  Shares 


The  Southern  Company 


Common  Stock 

(Par  Value  $5  Per  Share) 


Price  $19.25  per  share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  under- 
writers only  in  states  in  which  such  underwriters  are  qualified  to  act  as 
dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


Blyth&Co.,Inc. 

The  First  Boston  Corporation 


Eastman  Dillon,. Union  Securities  &  Co. 

Incorporated 

Lehman  Brothers 

Incorporated 


Equitable  Securities,  Morton  &  Co. 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Salomon  Brothers 

Smith,  Barney  &  Co. 

Incorporated 

Dean  Witter  &  Co. 

Incorporated 

Bear,  Stearns  &  Co.         Burnham  and  Company         CBWL-Hayden,  Stone  Inc.         Harris,  Upham  &  Co. 

Incorporated 


E.  F.  Hutton  &  Company  Inc.         F.  S.  Moseley  &  Co.        Paribas  Corporation        R.W.  Pressprich  &  Co. 
L.  F.  Rothschild  &  Co.         *  F.  S.  Smithers  &  Co.,  Inc. 


Incorporated 

Walston  &  Co.,  Inc. 


December  15, 1971 
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The  helpful  bank  has 
your  new  copy  of 
Businessman*s  Canada 


TheR 


oy 


I" 


Argentina  •  Bahamas-  Belgium-  Brazil  •  Bniish  ^\c 
Germany  -Great  Britain  •  Guyana  -Haiti  -  Hong  Kont)  ■ 


In  the  103  winters  that  we've  been 
around  in  Canada,  Royal  Bankers  have 
moved  from  the  6  dog  power  sled  to  the 
1 72,000  lbs.  thrust  of  the  747.  And  that's 
the  kind  of  Canada  we  can  deliver — 
urban,  industrial,  and  growing.  If  your  company  would  like 
to  grow  in  this  kind  of  environment,  we  have  over  1,200 
branches  coast  to  coast.  For  starters,  our  BUSINESSMAN'S 
CANADA  gives  you  just  about  all  the  practical  informa- 
tion you  need  about  taxes,  labour,  tariffs,  government 
policies,  economic  conditions  and  regional  differences. 
The  book  is  yours,  in  fair  exchange  for  a  request  on  your 
corporate  letterhead.  Then  see  just  how  helpful  we  can  be. 

TH  E  ROYAL  BAN  K  O  F  CANADA 

New  York  Agency.  68  William  St.  N.Y,  10005.  Tel :  (212)  363-6000, 

Also  in  Chicago.  Dallas.  Los  Angeles, 

Head  Office,  Place  Ville  Mane.  Montreal, 

Toronto.  20  King  Street  West. 

Over  1  300  offices  in  Canada  and  around  the  world, 

:!n- Colombia -Dominican  Republic- Eastern  Caribbean  •  France- French  West  Indies 
■  lob  anon- Puerto  Rico- Trinidad  &  Tobago -United  States -Venezuela -Virgin  Islands 


utilities 


Once  regarded  as 

in  fla  tion  pro  tec  tion, 

utility  stocks 

have  turned  oul  to 

be  inflation  victims. 


It's  liard  to  remember  tliat  tlie  dec- 
ade of  the  Sixties  dawned  so  brightly 
for  the  utility  stocks.  Here  were  good 
yields  for  people  who  needed  in- 
come and  also  growth  enough  to  com- 
pensate for  inflation.  In  the  last  few 
years,  however,  this  r(5sy  outlook  died 
a  horrible  death  at  the  hands  of  roar- 
ing inflation  and  a  bearish  stock  mar- 


ket. The  Dow  Jones  utility  index  late 
in  1971  was  hanging  only  sliglitly 
above  its  1962  low,  and  down  more 
than  30%  from  its  all-time  high— down 
twice  as  much,  in  fact,  as  the  stock 
market  as  a  whole.  Some  protection 
against  inflationi 

Forbes'     electric     and     telephone 
Yardsticks   clearly  showed  their   dis- 


ELECTRIC  &  TELEPHONE:  Yardsticks  of  Management  Performance 


PROFITABILITY 


GROWTH 


-S-Year  Return  on- 


Company 


EQUITY  TOTAL  CAPITAL 

^ Rank s  /■ Rank- 

in This      Among  All  In  This 

Ptrcent    Industry     Companies    Percent    Industry 


Among  All 
Companies 


Latest  12-Month 

Return  on . 

TOTAL 
EQUITY         CAPITAL 
Percent  Percent 


5-Year  Annual 
Sales  Growth 


S-Year  Annual 
Earnings  Per  Share  Growth 

Rank 


r- 


^ Rank ^ 

In  This      Among  All  In  This      Among  All 

Percent    Industry     Companies    Percent    Industry     Companies 


Continental  Tel 
Texas  Utilities 
United  Utilities 
Cincinnati  Gas  &  El 
Houston  Lt  &  Power 

Illinois  Power 
Cleveland  Elec  Ilium 
Amer  Electric  Power 
Ohio  Edison 
Allegheny  Power 

Baltimore  Gas  &  Elec 
Long  Island  Lighting 
Publ  Serv  Elec  &  Gas 
General  Tel  &  Elec 
Central  &  Southwest 


14.9 
14.7 
14.3 
14.2 
14.1 

14.0 
13.6 
13.1 
13.0 
12.7 

12.7 
12.7 
12.5 
12.4 
12.3 


1 
2 
3 
4 
5 

6 
7 
8 
9 
10 

11 
12 
13 
14 
15 


179 
188 
204 
210 
218 

224 
245 
270 
272 
292 

294 
296 
305 
307 
316 


5.6 
7.4 
6.3 
7.4 
7.7 


25 
3 

14 
4 
2 


578 
424 
519 
432 
411 


7.0 

8.0 
6.5 
7.1 
6.1 

6.7 
6.1 
5.8 
6.4 
7.1 


7 

1 
11 

6 
17 


462 

393 
500 
455 
539 


13.4 
14.6 
14.2 
13.3 
14.8 

11.9 
13.3 
12.8 
11.7 
12.4 


5.5 
7.2 
5.7 
6.4 
7.7 

6.0 
6.8 
6.6 
6.0 
5.9 


26.9  3 

8.7  19 

29.9  2 

7.6  35 

10.0  13 


8.0 
8.3 
8.3 
6.4 
7.8 


32 
27 
25 
41 
34 


9 

15 

20 

13 

5 


481 

533 
562 
518 
450 


11.9 
12.7 
14.0 
12.0 
12.2 


6.3 
6.2 
6.1 
5.8 
7.1 


8.7 
8.6 
8.8 
9.3 
8.5 


21 
23 
18 
15 
24 


35 
376 

30 
453 
309 

420 
402 
399 
521 
437 

379 
390 
368 
344 
393 


7.1 
7.0 
4.2 
3.2 
7.1 

2.8 
4.4 
5.3 
0.1 
5.2 

5.5 
4.6 
5.0 
1.9 
6.0 


3 

4 

5 

21 

2 

22 
14 
9 
36 
10 

8 
13 
12 
28 

6 


Florida  Power  &  Lt 
Northeast  Utilities 
Duke  Power 
Pacific  Gas  &  Elec 
Public  Sereice  (Colo) 

Philadelphia  Elec 
Middle  South  Util 
General  Public  Util 
Southern  Cal  Edison 
Boston  Edison 


10.7 
10.5 

9.3 
10.5 

9.7 

10.3 

10.0 

10.2 

9.1 

9.8 


6.2 
4.8 
4.8 
5.7 

51 

5.4 
5.3 
4.1 
5.0 
5.2 


11.6  6 

9.1  16 

10.8  8 

6.0  42 

7.0  38 


10.1  11 

9.5  14 
10.9  7 

8.3  28 

8.6  22 


235 
354 
269 
553 
484 

300 
332 
267 
403 
384 


5.0 
1.9 
-0.2 
3.5 
3.3 

0.0 
6.8 
1.0 
2.1 
5.9 


11 
27 
38 
18 
19 

37 
5 

32 
26 


Wise  Elec  Power 
American  Tel  &  Tel 
Potomac  Elec  Pow 
Detroit  Edison 
So  New  England  Tel 


9.6 
9.3 
9.2 
9.1 
8.7 


35 
37 
38 
39 
40 


471 

483 
492 
494 
518 


54 
6.7 

5.3 
5.3 
6.1 


30 
8 
35 
36 
16 


601 

479 
614 
616 
538 


9.4 
8.9 
8.5 
7.9 
8.5 


51 
6.0 
5.0 
4.6 
5.5 


8.7 

8.2 

12.2 

8.3 

8.9 


19 

30 

5 

26 
17 


376 
406 
207 
400 
360 


0.8 

2.1 

-0.5 

-2.8 

1.7 


33 

25 
39 
40 
29 


201 
203 
278 
312 
199 

322 
275 
252 
409 
256 

242 
270 
263 
354 
223 


North  States  Power 

12.1 

16 

323 

5.7 

23 

571 

11.3 

5.3 

8.2 

29 

405 

2.7 

23 

326 

Commonwith  Edison 

12.1 

17 

325 

6.4 

12 

512 

10.8 

5.6 

7.4 

37 

460 

1.1 

31 

387 

Union  Electric 

12.0 

18 

330 

5.8 

19 

558 

10.5 

5.4 

8.1 

31 

409 

1.2 

30 

382 

Virginia  Elec  &  Powr 

11.6 

19 

351 

5.9 

18 

552 

10.8 

5.2 

10.2 

10 

299 

3.6 

17 

296 

Penna  Power  &  Light 

11.6 

20 

352 

5.6 

25 

578 

11.4 

5.8 

10.1 

12 

303 

2.3 

24 

338 

261 
353 
419 
301 
309 

412 
208 
389 
347 
230 


Southern  Company 

9.8 

31 

456 

5.2 

37 

622 

8.5 

4.6 

10.2 

9 

297 

3.2 

20 

311 

Carolina  Power  &  Lt 

9.7 

32 

458 

5.3 

33 

608 

7.7 

4.5 

12.3 

4 

204 

-3.4 

41 

484 

New  England  Elec 

9.7 

33 

464 

4.7 

39 

640 

9.6 

4.9 

6.8 

40 

505 

3.7 

16 

291 

Niagara  Mohwk  Pow 

9.6 

34 

470 

4.7 

40 

643 

8.2 

4.5 

6.9 

39 

493 

-3.6 

42 

487 

Consumers  Power 

9.6 

35 

471 

5.6 

24 

577 

8.6 

5.0 

7.4 

36 

459 

0.4 

35 

403 

392 

342 
429 
472 
359 


Consolidated  Edison 
Comsat 
Western  Union 

8.3 
5.2 

4.4 

41 
42 
43 

544 
664 
677 

4.5        41 

4.8        38 

.   4.0        43 

649 
637 
663 

81 
9.5 
2.5 

4,^ 
89 
2.5 

8.0 

46.5*t 
3.4 

33 

1 
43 

423 

10 

640 

0.5       34 
49.5«     1 
-12.5      43 

397 
baO 

Industry  Medians 

11.0 

5.7 

10.5 

5.4 

8.6 

2.8 

Note:  E^cplanation  of  Ya 

rdsticl(  calcu 

latlons  on 

page  92. 

ttFour-year  growth. 
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Last  July  a  Federal  court  cited  the  Atomic  Energy 
Commission  for  ignoring  the  Environmental  Policy 
Act  in  licensing  a  Calvert  Cliffs,  Md.  nuclear  power 


station.  The  AEC  now  requires  nuclear  plant  ap- 
plicants to  submit  lengthy  environmental  impact 
studies  that  could  cause  costly  construction  delays. 


tress  in  1971:  return  on  equity,  10.5%; 
on  capital,  only  5.4%.  The  once-vaunt- 
ed steady  earnings  growth  has  slowed 
to  a  crawl— only  2.7%  annually  in  the 
last  five  years.  Last  year,  a  lew  com- 


panies like  Consolidated  Natural  Gas 
and  Philadelphia  Electric  managed 
significant  per-share  earnings  in- 
creases. But  more  and  more  utilities 
were    hard-pressed    to    improve    on 


1970.  How  could  they  in  the  face  of 
a  flood  of  equity  financing  and  a 
price-wage  freeze  that  deferred  pend- 
ing rate  increases? 

If  you  were  prone  to  be  pessimistic 


■r*^' 

NATURAL  GAS:  Yardsticks  of  Management  Performance    m 

■■ 

PROFITABILITY 

1  V«  11  P-* —   -- 

GROWTH 

r 

1G4UIII     Ull 

^ 

Latest 

19.U...fk 

5-Year  Annual 

5-Y*ar  Annual 

EQUITY 

TOTAL  CAPITAL 

,■ Return  on 

^ 

Sales  Growth 

Earnings  Per  Share  Growth 

<              Kdiin              > 

\               I 

r              l\dllH            ->\ 

TOTAL 

^         Rank          > 

/'■         Rank        -^ 

Company 

In  This 

Among  All 

In  This 

Among  All 

EQUITY 

CAPITAL 

In  This 

Among  All 

In  This 

Among  All 

Percent 

Industry 

Companies 

Percent 

Industry 

Companies 

Percent 

Percant 

Percent 

Industry 

Companies 

Percent    Industry 

Companies 

Coastal  States  Gas 

21.0 

1 

48 

8.9 

3 

342 

17.9 

8.3 

19.5 

2 

58 

11.8        1 

96      i 

Panhandle  East  Pipe 

17.2 

2 

101 

7.2 

7 

439 

14.6 

6.5 

9.2 

12 

347 

2.4      15 

335 

Transcont  Gas  Pipe 

16.8 

3 

109 

5.7 

16 

573 

15.9 

5.6 

10.0 

9 

309 

5.6        7 

241 

Texas  Eastern  Trans 

16.7 

4 

112 

6.3 

13 

522 

17.1 

6.5 

9.5 

11 

332 

10.0        3 

132 

Arkansas  Louis  Gas 

15.5 

5 

147 

9.2 

1 

322 

12.2 

7.5 

8.2 

15 

404 

-2.3       19 

462 

Southern  Nat  Gas 

15.2 

6 

166 

9.1 

2 

324 

14.1 

8.3 

10.4 

8 

282 

8.2        5 

171 

Houston  Nat  Gas 

15.1 

7 

174 

7.1 

9 

448 

14.3 

6.0 

24.7 

1 

39 

10.8        2 

111 

No  Indiana  Publ  Ser 

13.7 

8 

237 

7.3 

6 

435 

13.2 

7.0 

9.0 

13 

358 

6.6        6 

214 

Tenneco 

13.6 

9 

246 

6.6 

11 

488 

12.8 

6.6 

16.0 

3 

103 

3.4      12 

304 

Northern  III  Gas 

12.4 

10 

Hi." 

7.5 

4 

418 

12.7 

7.4 

10.9 

7 

265 

3.8      11 

289 

Peoples  Gas 

12.3 

11 

312 

7.4 

5 

432 

11.8 

6.9 

11.0 

6 

262 

5.4        8 

247 

Lone  Star  Gas 

12.1 

12 

325 

7.2 

8 

441 

14.0 

8.1 

6.0 

19 

553 

9.1        4 

150 

Texas  Gas  Trans 

11.31 

13 

267 

6.6* 

10 

486 

9.9 

6.8 

9.7 

10 

326 

-0.3       18 

423 

Columbia  Gas  Syst 

11.2 

14 

370 

6.4 

12 

508 

11.0 

6.1 

6.3 

18 

527 

4.8        9 

266 

American  Nat  Gas 

10.3 

15 

429 

5.6 

17 

581 

9.9 

5.5 

8.5 

14 

391 

3.0      14 

320 

Northen  Nat  Gas 

10.2 

16 

4J4 

6.0 

15 

546 

9.3 

55 

12.1 

4 

211 

4.2       10 

276 

El  Paso  Natural  Gas 

9.0 

17 

501 

5.0 

19 

630 

10.0 

5.6 

11.0 

5 

260 

1.8      17 

358 

Con  Natural  Gas 

8.8 

18 

^.12 

6.2 

U 

528 

9.6 

6.5 

6.6 

17 

511 

3.4       13 

307 

Pacific  Lighting 

8.7 

19 

5.6 

17 

581 

9.5 

5.7 

7.8 

16 

440 

2.2      16 

340 

Industry  Medians 

12.4 

6.6 

12.7 

6.5 

9.7 

4.2 

Note:  Explanation  of  Yardstick  cal 

culations  on  page  92. 

}  Four 

-year  average. 
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Why  National  Lead 
changed  its  name  to 
N  L  Industries,  Inc. 


Last  April,  National  Lead  shareholders 
approved  a  resolution  to  change  the  company 
nametoNL  Industries,  Inc.  That's  how 
we're  listed  now,  that's  the  name  on  our 
product  lines  now. 

Like  many  diversified  companies  these  days, 
we  had  grown  to  the  point  that  our  old 
name  no  longer  reflected  current  operations 
or  future  plans.  With  annual  sales  of 
over  900  million  dollars,  ouroperations 
have  broadened  to  encompass  a  wide 
variety  of  products  and  services  for  today's 
essential  industries. 

For  more  information  on  what  we're  doing, 
writeforour  new  corporate  brochure. 
N  L  Industries,  Inc.,  Room  1523, 
111  Broadway,  New  York,  New  York  10006. 


1970  CONSOLIDATED  SALES 


INDUSTRIES 


Industry  just  wouldn't  be  the  same  without  us 


Our  New  York  Stock  Exchange  symbol  has  changed  from  LT  to  NL 


Metals  and  Bearings 
(33%— $301  million  in  sales.) 

We  supply  many  basic  metals  such  as  zinc,  tin,  antimony, 
cadmium  and  primary  lead  Also  a  wide  range  of  finished 
products  and  components  Among  them:  radiation  shield- 
ing; screws,  bolts  and  metal  fasteners,  railroad  and  other 
bearings;  steel  containers;  and  aluminum  extrusions  for 
aircraft  We  also  supply  precious  metals,  and  associated 
chemicals  for  photographic  and  other  uses. 


Titanium  Pigments 
(23%  —$208  million  in  sales.) 

These  are  the  pigments  that  make  and  keep  paint,  paper 
and  plastics  white  and  bright.  Employing  both  the  sul- 
phate and  chloride  manufacturing  processes,  we're  a  lead 
ing  producer  of  titanium  pigments. 


Die  Casting 
(15%— $140  million  in  sales.) 

We're  the  leading  custom  producer  of  die  castings,  working 
in  aluminum,  zinc,  magnesium  and  brass  — making  parts 
and  assemblies  for  appliances,  business  machines,  aircraft, 
motor  vehicles,  lawn  mowers  and  many  other  industrial 
and  consumer  needs. 


J/ 


Chemicals  and  Plastics 
(11%— $104  million  in  sales.) 

This  area  includes  anticorrosive  pigments,  stabilizers, 
gellants,  flame  retardanis,  battery  oxides,  and  extender 
pigments  -  for  the  paint,  plastics,  ink,  electronic  and 
adhesive  industries.  We  also  produce  custom  injection 
molded  plastic  products. 


Oil  Well  Materials  and  Services 
(10%— $90  million  in  sales.) 

Oil  is,  of  course,  one  of  the  most  vital  of  today's  products. 
We  supply  unique  and  essential  drilling  materials,  chemi- 
cals and  engineering  services  to  the  petroleum  industry. 


other  Products 
(8% —$73  million  in  sales.) 

other  products  we  make  include  Dutch  Boy  paints,  electro- 
ceramic  materials  for  electronics  manufacturers  and  spe- 
cialized high  temperature  refractory  materials.  One  of  our 
divisions  provides  special  dies  and  tooling  for  Detroit's 
prototype  cars.  We  also  meet  a  broad  range  of  nuclear 
fuel,  shielding  and  shipping  needs. 


about  the  outlook  lor  the  utihty  in- 
dustry, you'd  find  it  easy  to  support  a 
negative  case.  Utilitv  financing  needs 
are  huge  and  increasing.  Over  the 
next  five  years,  electric  utihties  will 
.spend  some  $63  billion,  more  than 
two-thirds  of  which  will  have  to  be 
financed  externally.  Refunding  of  old 
debt  alone  will  be  enormous,  and  it 
means  replacing  low-interest  notes 
with  high-interest  ones.  Further,  util- 
ities already  loaded  with  debt  must 
increasingly  resort  to  equity  financ- 
ing, thus  diluting  earnings  by  some 
5%  per  annum.  Finally,  fuel  costs, 
over  which  utilities  have  little  con- 
trol, now  take  20  cents  of  the  revenue 
dollar  vs.  15  cents  five  years  ago  and 
may  go  higher.  In  one  case.  South- 
ern California  Edison's  fuel  costs  rose 
22%  in  1971,  revenues  only  9%.  That's 
one  big  reason  why  SoCal's  return  on 
capital  dropped  to  a  low  5%. 

Considering  the  vast  and  expensive 
pollution  and  ecology  problems,  the 
utility  industry  faces  more  of  a  bur- 
den than  it  has  seen  in  decades. 

Some  help  may  be  on  the  way.  Dif- 
ficult times  have  a  way  of  forcing 
government  and  business  to  look  for 


As  if  if  didn't  hove  enough 
to  cope  with,  the  communi- 
cations industry  is  plagued 
by  strikes.  It  can  cope  with 
long-distance  calls  through 
automation,  but  repairs  and 
other  services  are  disrupted. 


ways  out,  particularly  when  the  indus- 
try is  as  basic  as  is  the  utility  industry. 
As  one  utility  observer  put  it,  "If  the 
lights  start  flickering  or  the  air-con- 
ditioning won't  work  because  there  is 
no  power  or  there  is  no  gas  for  indus- 
tiy,  you'd  be  surprised  how  fast  some 
of  the  problems  can  be  overcome." 
Utility  men  have  their  fingers  crossed 
about  pending  rate  increases  (see 
chart  at  right). 

One  thing  that  could  save  the  util- 
ities billions  of  dollars  in  costs  annual- 
ly would  be  a  gradual  decline  in  the 
rate  of  inflation— which  the  new  eco- 
nomic game  plan  is  supposed  to  bring 
about.  A  nuclear  power  plant  bud- 
geted at  $100  million  in  1968  now 
costs  $120  million  to  build.  On  a  total 
1971  construction  bill  of  $11.9  bil- 
lion for  electric  utihties,  cost  increases 
like  that  add  up. 

Another  help  will  be  the  new  4% 
investment  tax  credit  for  utilities  and 
the  liberalized  depreciation  rules. 
These  benefits  are  less  visible  to  the 
public  than  are  politically  trouble- 
some rate  increases,  but  they  can  go  a 
considerable  way  toward  improving 
internal  cash  flow— and  thus  easing  ex- 
ternal financing  needs. 

Essential  Equity 

And  what  about  the  prospects  of 
equity  financing?  Despite  the  lack  of 
growth  prospects  for  utility  stocks, 
their  increasing  yields  fortunately 
make  them  almost  competitive  with 
high-grade  utility  and  other  corporate 
bonds.  A  recent  $200-million  New 
York  Telephone  Co.  bond  offering 
yielded  only  7.28%,  while  AT&T  com- 
mon yields  about  6.3%. 

But  whether  yields  on  utility  eq- 
uities remain  high  or  not,  one  thing  is 
clear:  Utilities  must  reduce  their  debt 
ratios  through  stock  offerings.  In  the 
last  two  years  11  utilities  have  had 
their  all-important  bond  ratings  low- 
ered. In  1970  Philadelphia  Electric 
slipped  from  triple  A  to  double  A;  in 
1971  Carolina  Power  &  Light  went 
from  double  A  to  A.  And  a  drop  from 
double  A  to  A  can  mean  an  extra  $10 
million  in  financing  costs  on  a  30-year, 
$l()0-million  issue. 

While  the  natmal  gas  companies, 
too,  had  their  problems,  theirs  were 
less  diffuse.  They  centered  around 
shortages  of  natural  gas  .supplies 
brought  on,  the  industry  claims,  by 
too  low  price  restrictions  imposed  by 
regulators  over  the  years.  A  few  com- 
panies, like  Coastal  States  Gas  Pro- 
ducing of  Corpus  Christi,  Tex.,  had 
ample  supplies.  What's  more.  Coastal 
Stales  shifted  some  long-term  delivery 
contracts  to  more  profitable  shorter- 
ttnni  ones.  Little  wonder,  then,  that 
with  its  high  debt  ratio  Coastal 
States    has    earned    a    top-notch    21% 


THE  GOOD  OLD  DAYS 

Back  in  1965-66,  when  rates  of 
return  were  more  in  line  with 
costs,  utilities  asked  for  rate  de- 
creases. But  since  then  Inflation 
took  off  like  a  jack  rabbit  and  the 
tables  have  turned.  In  1971  vir- 
tually no  decreases  were  filed, 
while  increases  soared  to  about 
$800  million  and  $1  billion  more  is 
still  pending  from  1971  requests. 
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return  on  its  stockholders'  equity  over 
the  last  five  years. 

But  most  suppliers  were  locked  in- 
to long-term  contracts.  The  shortages 
have  caused  Texas  Eastern  and  others 
to  look  to  synthetic  natural  gas  to  help 
fill  their  pipelines  in  the  future.  The 
Federal  Power  Commission  estimates 
that  there  was  an  18-trillion-cubic- 
foot  decrease  in  reserves  (excluding 
Alaska)  in  1970.  Several  companies, 
including  Columbia  Gas  System, 
Transcontinental  and  Texas  Eastern, 
have  notified  big  industrial  users  that 
they  might  get  cut  back  during  peak 
heating  months  this  year. 

For  the  gas  companies  as  well  as 
other  utilities,  some  rate  relief  will 
probably  be  forthcoming  in  the  next 
two  years.  Whether  the  price  help  will 
be  enough  to  ease  the  utilities'  many 
burdens  is  uncertain.  For  1971,  help 
didn't  arrive  in  time.  ■ 
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Panasonic 
is  spelled  MC 
on  the  Big 
Board. 


On  December  13, 1971  the  symbol  MC  was  added  to  the  listings  of  the 
New  York  Stock  Exchange.  MC  may  not  sound  like  Panasonic,  but  the 
sound  it  represents,  Matsushita  Electnc  Industrial  Co.,  Ltd.,  is  heard 
around  the  world.  Matsushita  is  one  of  the  foremost  international 
electronic-industrial  organizations.  Products  are  known  in  the  United 
States  and  Canada  as  Panasonic  and  in  the  rest  of  the  world  under  the 
National  brand  name.  They  include  4500  separate  pieces  of  equipment 
ranging  from  home  appliances  to  extremely  complex  industrial  gear. 

Matsushita  Electric  Industrial  Co.,  Ltd. 


KADOMA  OSAKA  JAPAN 


Leisure  &  Education 


Is  ttiere  a 

subtle  stiift  under  way 

in  the  way  Americans 

spend  their  free  time? 


You  CAN  LOOK  at  it  this  way:  1971 
was  a  good  year  for  active  leisure;  a 
not-so-good  year  for  passive  leisure.  It 
is  probably  too  early  to  conclude  that 
Americans  are  finally  getting  off  their 
collective  duff  and  getting  some  exer- 
cise, but  there  was  the  beginning  of  a 
trend:  Companies  that  made  things 
like  boats  and  bowling  alleys,  hobby 
materials  and  bicycles  did  rather  well. 
Those  dedicated  to  more  passive  pur- 
suits like  reading  and  movie-  and  TV- 
viewing  did  not  have  a  good  year. 

Of  course,  there  were  other  expla- 
nations. The  Federal  Trade  Commis- 
sion's new  rules  cost  the  broadcasters 
$205  million  worth  of  tobacco  adver- 
tising that  they  were  hard  put  to  re- 


Potter's  wheel,  now  the  hobbyist's. 


LEISURE  &  EDUCATION:  Yardsticks  of  Management  Performance 
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This  announcement  is  not  an  offer  to  sell  or  a  solicitatiott  of  an  offer  to  buy  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


New  Issue 


4,000,000  Shares 


Westinghouse  Electric  Corporation 


Common  Stock 

(Par  Value  $3,125  Per  Share) 


Price  $42.25  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of  the 
undersigned  and  others  as  may  lawfully  offer  these  securities  in  such  State. 


Kuhn,  Loeb  &  Co.  The  First  Boston  Corporation 

Dillon,  Read  &  Co.  Inc.  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Salomon  Brothers 

Incorporated 

Blyth  &  Co.,  Inc.         Drexel  Firestone         duPont  Glore  Forgan         Halsey,  Stuart  &  Co.  Inc. 

Incorporated  Incorporated 

Homblower  &  Weeks-Hemphill,  Noyes  Lazard  Freres  &  Co.  Loeb,  Rhoades  &  Co. 

Stone  &  Webster  Securities  Corporation  Wertheim  &  Co.  Dean  Witter  &  Co. 

Incorporated 

Bache&Co.    E.F.Hutton&  Company  Inc.    Reynolds  Securities  Inc.    Shearson,HammiII&Co. 

Incorporated  Incorporated 

Decembers,  1971 


Gone  With  the  Wind  are  the 

days  when  expensive  spectac- 
ulars like  that  all-time  favorite 
above  were  common.  Today's 
movies  are  typically  low-budg- 
et and  unspectacular,  like 
Twentieth  Century-Fox's  The 
French  Connection  (below). 
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Wanderlust.  At  home  (above)  and  particularly  abroad  (left),  Americans 
are  traveling  more.  Overseas,  hotels  can't  be  built  fast  enough  as  tourists 
seek  out  the  far  corners,  from  Addis  Ababa  to  Hokkaido.  In  fact,  the  Big 
Five  U.S.  airlines'  hotels  recently  have  been  their  only  steady  money-makers. 


place  in  a  recession  year.  Columbia 
Broadcasting's  revenues  for  the  first 
nine  months  of  1971  were  up  less  than 
1%,  to  $883  million,  but  earnings  were 
off  nearly  8%,  to  $41.3  million. 

Newspapers  and  magazines  gained 
tobacco  advertising,  but  they  lost 
much  of  the  gains  elsewhere  as  adver- 
tisers sliced  their  budgets.  The  news- 
papers in  particular  were  hit  by  con- 


No/  For  Everyone.  Skydiving  is 
still  enjoying  a  modest  boom, 
hut  boating,  with  a  larger  pub- 
lic, is  riding  the  crest  of  popu- 
larity, thanks  in  part  to  lower- 
cost  boats  and  outboard  motors. 


tinning  increases  in  labor  costs,  with 
mechanical  trades  alone  winning  in- 
creases of  almost  8%.  In  newspapering, 
even  the  profitability  leader,  the  New 
York  Times,  was  pinched.  Its  latest 
12-month  return  on  equity  of  9.4%  was 
off  from  last  year's  14.3%  and  from 
its  five-year  average  17.5%,  even  af- 
ter acquiring  Cowles  Communica- 
tions properties,  including  the  high- 
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The  New  Learning.  Tradiiion- 
al  education  is  being  chal- 
lenged by  a  growing  number 
of  companies  thaf  are  teaching 
groups  of  children,  ranging 
from  single  classes  to  one  800- 
pupil  school.  They  use  pro- 
grammed courses,  mechanical 
aids  and  fewer  teachers.  And 
they  often  offer  a  money- 
back  guarantee  to  raise  the 
achievement  level  of  the  pupils. 
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1\   profitable  Family  Circle  magazine. 

The  magazines  were  hit  by  the  same 
factors  plus  rising  postal  costs.  Time 
Inc.  was  doing  well  in  general,  but 
Life,  its  biggest  product,  was  stiJl 
caught  between  TV  and  soaring  pro- 
duction and  distribution  costs.  Man- 
agement was  working  hard  on  a  reme- 
dy: drastic  cost  reductions  plus  lop- 
ping oft  unprofitable  circulation.  Clear- 
ly, Life  still  has  a  lot  of  life  in  it; 
many  advertisers  feel  they  need  to 
keep  an  alternative  to  TV. 

Even  with  occupancy  oft,  the  inn- 
keepers on  our  list  did  relatively  well, 
but  not  always  from  innkeeping: 
Loew's  gets  70/?  of  its  revenues  from 
tobacco  (Lorillard).  Marriott  and  Hol- 
iday Inns  continue  to  lead  the  others 
in  profitabilit\,  while  expanding  at  a 
rapid  clip.  Howard  Johnson  is  turn- 
ing around  b\  closing  its  losing  inns 
and  cutting  costs.  All  have  been 
lielped  b\  having  their  hotels  con- 
centrated outside  central  cities,  where 
they  cater  to  the  pleasure  rather  than 
the  business  lra\e!er.  Hilton,  on  the 
other  hand,  with  most  of  its  hotels  in 
the  core  cities,  has  been  hard  hit, 
with  declining  earnings  for  1970  and 
through  most  of  1971. 

The  Pace  Quickens 

Turning  to  more  acti\e  pursuits, 
more  people  seem  to  be  taking  pic- 
tures. Eastman  Kodak  is  the  second 
most  profitable  company  in  the  leisure 
list.  Largely  becau.se  Kodak  sells  so 
much  film  and  has  managed  through 
its  Instamatic  camera  to  widen  the 
market  for  it,  it  is  perennially  near 
the  top  in  profitability.  Polaroid,  still 
profitable,  has  slipped  in  the  past  year, 
with  sales  up  only  slightly  as  earn- 
ings continued  declining  in  1971.  Pol- 
aroid shot  to  the  top  with  a  unique 
prctduct  and  then  made  that  product 
cheaper  and  accessible  to  more  peo- 
ple. Now  it  is  betting  on  another  new 
product,  its  new  compact  camera,  for 
the  next  phase  of  its  growth. 

But  the  real  sleepers  on  our  list  are 
a  group  of  four  companies  that  cater 
to  the  active  set.  They  are  AMF, 
Tandy,  Fuqua  and  Outboard  Marine, 
which  together  make  a  variety  of 
hobby  and  sporting  equipment  like 
snowmobiles,  outboard  motors,  boats 
and  handicraft  materials.  Their  av- 
erage return  on  capital  (over  11%) 
and  sales  growth  (21%)  over  the  past 
five  years  far  outpaced  that  of  the 
rest  of  the  group. 

Perhaps  there's  something  to  this 
trend.  As  more  and  more  Americans 
earn  their  livings  in  sedentary  ways, 
more  and  more  may  turn  to  hard 
labor  and  physical  activity  as  a  means 
of  recreation.  If  so,  the  small  trend 
noticeable  last  year  could  become  a 
major  wave  in  the  years  to  come.  ■ 
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We're  in  the 


iness 


Send  for  our  brochure.  You'll 
receive  confidential  information 
about  any  or  all  of  the  areas  in  the 
Union  Pacific  West.  Find  out  about 
water,  power,  mineral  and  labor 
sources,  tax  and  zoning  laws, 
weather,  soil  factors,  housing,  school- 
even  recreational  facilities. 


John  W.  Godfrey, 

Chief  Executive  Officer, 
Land  Division,  Union  Pacific, 
Omaha,  Nebraska  68102 

Please  send  me  your  Western  Plant 
Sites  brochure. 


Name 

Address . 
City 


.Title . 


.State. 


-Zip. 


Forest  Products 


Add  mounting  pollution 

control  costs  and 

weak  markets  to  a 

low-profit, 

high -debt  industry 

and  what  do  you  get? 

A  shakeout 


No  question,  this  has  been  a  brutal 
recession  for  the  $28-binion  forest 
products  industry.  For,  the  second 
year  in  a  row,  profits  in  the  pulp  and 
paper  business  dropped  around  28%. 

Forbes'  industry  Yardsticks  show 
the  damage.  All  but  four  of  the  29 
companies  surveyed  suffered  a  sharp 
decline  in  return  on  equity  last  year— 
the  second  such  decline  in  a  row  for 
most  of  them. 

Look  at  return  on  total  capital,  a 
somewhat  more  meaningful  figure  in 
a  highly  leveraged,  capital-intensive 
business  like  paper.  Over  the  latest 
12  months,  the  median  return  on  cap- 
ital dropped  to  just  4.9%,  one  of  the 
lowest  of  any  industry  group.  Not  for 
25  years  have  paper  companies  earned 
so  little  on  invested  capital. 

But  don't  think  that  was  because 
those  big  pulp  mills  were  running  at 
70%  of  capacity,  as  was  the  case  with 


most  other  U.S.  factories  in  1971.  Far 
from  it.  Nearly  matching  the  all-time 
1969  production  high  of  58.8  milHon 
tons,  most  paper  mills  were  running 
at  90^  of  capacity  or  better. 

The  problem,  in  a  word,  was  prices. 
Even  before  the  August  wage-price 
freeze,  paper  companies  were  unable 
to  offset  sharply  higher  labor,  trans- 
portation and  raw  materials  costs  with 
higher  prices.  Customers  were  cutting 
back  on  inventories  and  buying  more 
often  in  smaller  lots.  With  the  high 
break-even  point  typical  of  paper 
mills,  producers  scrambled  to  fill  their 
mills  at  existing  prices  with  smaller 
orders  and  lower-margined  products. 

"In  the  last  two  years  this  industry 
has  participated  fully  in  inflation  on 
the  cost  side,  but  they  have  partici- 
pated not  at  all  in  inflation  on  the 
price  side,"  says  paper  analyst  Law- 
rence Ross  of  Mitchell,  Hutchins.  "If 


PPjpijnpw-ip-BBimTWW 


FOREST  PRODUCTS:  Yardsticks  of  Management  Performance 


1 

'\   Ymbi 

PROF 

Return  on 

ITABI 

LITY 

^          Latest  12-Mnnih 

1 

GROWTH 

5-Year  Annual 

5-Year  An 

1 

t 

nual 

EQUITY 

TOTAL  CAPITAL 

on V 

\ 

Sales  Growth 

Earnings  Per  Share  Growth 

f              n 

^ 

f              ndllK         — > 

\ 

TOTAL 

^~   —  Rank      — > 

V            ^      '   Rank      — n 

Company 

In  This 

Among  Al 

In  This 

Among  All 

EQUITY 

CAPITAL 

In  This 

Among  All 

In  This 

Among  All 

Percent 

Industry 

Companies 

Percent 

Industry 

Companies 

Percent 

Percent 

Percent 

Industry 

Companies 

Percent 

Industry 

Companies 

Saxon  Industries 

25.4 

1 

19 

14.7 

2 

71 

14.7 

8.8 

61.4 

1 

2 

53.4 

1 

2 

Moore 

17.7 

2 

94 

16.6 

1 

48 

16.3 

15.1 

9.9 

10 

313 

8.1 

7 

176 

Crown  Cork  &  Seal 

16.1 

3 

131 

11.0 

6 

216 

14.6 

11.1 

9.7 

12 

325 

11.2 

4 

104 

Anchor  Hocking 

15.7 

4 

141 

13.1 

3 

107 

14.2 

11.9 

10.9 

7 

266 

10.5 

5 

119 

National  Can 

14.8 

5 

182 

12.8 

4 

120 

12.8 

10.9 

18.9 

3 

68 

9.7 

6 

140 

Diamond  Internatt 

14.2 

6 

216 

12.3 

5 

142 

12.9 

11.4 

7.3 

20 

470 

0.1 

15 

410 

Georgia-Pacific 

13.5 

7 

252 

7.9 

11 

398 

12.1 

6.6 

14.1 

4 

144 

6.0 

8 

223 

Weyerhaeuser 

13.0 

8 

274 

10.9 

7 

222 

9.5 

8.0 

7.9 

17 

435 

4.5 

9 

271 

Continental  Can 

12.8 

9 

285 

10.0 

8 

268 

10.0 

7.6 

9.6 

13 

327 

0.8 

14 

391 

Hoerner-Waldorf 

12.6 

10 

302 

9.5 

9 

297 

11.3 

7.6 

13.3 

5 

168 

3.7 

12 

290 

Union  Camp 

11.3 

11 

364 

7.8 

12 

405 

9.9 

6.3 

10.6 

9 

278 

1.4 

13 

370 

Owens-Illinois 

11.1 

12 

380 

6.8 

17 

473 

10.9 

7.3 

10.8 

8 

271 

3.8 

11 

286 

Evans  Products 

10.4 

13 

422 

6.7 

18 

480 

10.9 

7.1 

20.3 

2 

54 

4.5 

10 

274 

Scott  Paper 

9.9 

14 

450 

8.0 

10 

395 

5.4 

4.5 

6.3 

24 

534 

-12.4 

25 

589 

American  Can 

9.7 

15 

462 

6.8 

16 

470 

6.7 

4.9 

6.3 

23 

524 

-7.4 

20 

546 

Crown  Zellerbach 

9.2 

16 

489 

6.6 

19 

489 

6.5 

4.9 

5.4 

26 

576 

-6.3 

17 

531 

U  S  Plywd-Champn 

9.1 

17 

496 

6.4 

20 

512 

7.2 

4.7 

8.8 

15 

375 

-6.1 

16 

529 

International  Paper 

8.4 

18 

538 

7.4 

13 

429 

6.0 

5.1 

7.0 

22 

486 

-7.1 

19 

544 

Bemis 

8.3 

19 

540 

6.9 

15 

469 

5.1 

4.6 

8.9 

14 

365 

-6.3 

18 

532 

Kimberly-Clark 

8.2 

20 

550 

6.9 

14 

467 

5.2 

4.7 

5.9 

25 

558 

-8.9 

22 

561 

Hammermill  Paper 

7.5 

21 

584 

5.2 

22 

620 

3.3 

2.6 

7.3 

19 

467 

-18.7 

27 

618 

Marcor 

7.3 

22 

591 

4.2 

26 

655 

7.2 

4.7 

9.8 

11 

321 

17.4 

2 

41 

Westvaco 

7.2 

23 

598 

5.2 

22 

620 

1.8 

1.5 

4.1 

29 

624 

-26.2 

28 

642 

St  Regis  Paper 

6.5 

24 

621 

5.2 

24 

626 

4.1 

3.6 

4.7 

28 

609 

-9.4 

23 

566 

Mead 

6.2 

25 

636 

5.9 

21 

555 

4.4 

4.4 

11.8 

6 

225 

-12.8 

26 

595 

Potlatch  Forests 

5.7 

26 

652 

4.6 

25 

646 

3.3 

2.9 

7.3 

21 

472 

-10.5 

24 

577 

Boise  Cascade 

4.5t 

27 

675 

3.9t 

27 

664 

0.2 

0.2 

8.0 

16 

431 

-52.3 

29 

661 

^rown  Company 

1.4 

28 

704 

1.4 

28 

699 

5.4 

3.4 

4.8 

27 

607 

14.6 

3 

66 

Cfeat  North  Nekoosa 

•• 

eo 

5.4 

3.8 

7.8 

18 

443 

-8.1 

21 

556 

Industry  Medians       9.8 


6.9 


Note:  Explanation  of  Yardstick  calculations  on  page  92. 


7.2 


4.9 


8.8 


0.1 


tlhreeyear  average.        "Not  available;  not  ranked. 


178 


FORBES,   JANUARY   1,    1972 


uii\  thing,  their  prices  have  gone  down. 
S.)  they  have  been  caught  in  a  vicious 
profit  squeeze  at  the  ver\  time  when 
their  capital  outla\s  can't  come  down 
materialK  because  tlie\ "\e  got  to  clear 
up  these  pollution  problems."  Pollu- 
tion alone  cost  82.34  million,  or  IT'f  ot 
capital  spending,  in  1971. 

Even  so,  companies  like  Georgia- 
Pacific,  \\  e\erhaeuser.  Crown  Cork, 
.Moore  Coip.  and  Sa.xon  Industries 
were  able  to  outperform  the  industrx 
by  a  wide  margin.  Why?  The  rea- 
sons are  fundamental.  Sa.xon,  a  paper 
\shoIesaler,  lias  lx*en  aggressi\el\  ac- 
(|uiring  its  wa\  into  more  profitable 
businesses  like  paper  plates,  doilies, 
packaging  and  packaging  machiner\ . 
Its  profitability  and  earnings  gains 
have  lieen  largeh'  ac(iuired.  Toronto- 
based  Moore  has  the  lion's  share  of  the 
U.S.  and  Canadian  l)usiness  forms 
market.  Single-minded  specialization 
and  an  unmatched  spread  of  plants 
made  Moore  the  industry  leader. 

Packaging  companies  like  Crown 
(^ork,  Anchor  Hocking  and  National 
Can  are  typically  more  profitable  than 
are  paper  companies  because  there 
art  fewer  companies  making  bottles, 
bottle  tops  and  cans  than  paper— and 
hence  a  firmer  price  slructuic.  .Also 
their  products  are  slightK  less  of  a 
commodity.  Ajid  packaging  companies 
sutler  less  in  a  recession  since  the\ 
are  oriented  towards  the  recession- 
proof  food-and-beverage  industrx . 

Well  Supplied 

How  then  do  Gcorgia-i'acific  and 
Weyerhaeuser  managi'  to  sliow  better 
earnings  growth  and  profitability  than 
packaging  companies  like  .American 
Can  and  Owens-Illinois?  One  impor- 
tant rea.son  is  that  they  have  acres  and 
acres  of  low-cost,  wholly  owned  tim- 
Ikt  reserves. 

"Georgia-Pacific  and  \\  cyi-iliai'user 
are  signijicanthj  lower-cost  producers," 
says  Ross.  "Sohody  has  the  stand  of 
timber  that  Weyerhaeuser  has.  So 
the  difference  between  the  cost  struc- 
ture of  Weyerhaeuser  and  its  typical 
competitor  is  the  difference  between 
night  and  day.  If  a  company  is  buying 
timber  from  the  Government  because 
it  didn't  want  to  tie  up  its  capital,  and 
the  Goveriunent  has  plenty  of  timlxer, 
it  may  be  paying  84.5  to  S.SO  a  thou- 
sand board  feet  for  timber.  But  Wey- 
erhaen.sers  costs  would  be  like  ^l.^Q." 

Put  another  way:  Being  timber- 
short  in  the  paper  business  can  be  al- 
most as  painful  as  being  crude-.short 
in  petroleum— particularly  with  lum- 
ber prices  fluctuating  as  sharply  as 
ihey  ha\e  in  recent  years.  Just  look 
what  happened  to  Boise  Cascade,  for 
example.  Two  years  ago  Boise  led 
the  industry  in  retum  on  equity  and 
ranked  within   the  top  60  companies 
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in  the  nation  in  five-year  earnings 
growth.  Since  then  Boise  has  suffered 
a  staggering  .52.3%  five-year  earnings 
dechne,  and  for  the  latest  12  months 
it  has  managed  to  earn  virtually  noth- 
ing on  total  capital.  It's  one  of  the 
worst  setbacks  suffered  by  a  great 
growth  company  of  the  Sixties. 

Came  the  recession  and  Boise  was 
caught  leveraged  to  the  liilt  in  timber, 
in  real  estate  and  in  capital.  "Boise 
Cascade  hasn't  got  too  much  timber 
on  an  owned  basis,"  says  veteran  pa- 
per analyst  Joseph  Olmstead  of  Tuck- 
er, Anthony  &  Day.  "So  they  have  to 
buy  from  the  Government.  Lumber 
prices  went  up  sharply  in  1968  and 
early  1969,  and  then  went  to  hell  in  a 
hack.  Well,  Boise  really  got  whip- 
sawed  on  that  one  because  they  set 
themselves  up  a  standing  inventory  of 
uncut  timber  at  inflated  prices.  Then 
the  market  for  their  products  started 
weakening,  particularly  in  the  West." 

So  having  vast  raw  material  re- 
serves is  a  crucial  long-term  advan- 
tage. But  it's  no  sinecure,  as  any  big 
oil  company  could  tell  you.  You've  got 
to  have  good  markets,  too.  Take  Pot- 
latcli  Forests.  It  has  1.3  million  acres 
of  prime  reserves,  but  it  suffered  a  di- 
sastrous drop  in  earnings  from  $14..5 
inilHon  to  $2.4  million  in  1970,  much 
worse  than  any  of  the  other  timber- 
rich  forest  products  companies.  Not 
only  were  lumber  prices  off  sharply, 
so  were  prices  in  white  paper,  anothei 
key  Potlatch  market.  A  partially  in- 
tegrated   producer,    Potlatch    had    to 


Hurting.  Those  $100-milHon  paper 
mills  are  humming  af  over  90  %  of  ca- 
pacity, but  soaring  costs  ($325  mil- 
lion for  pollution  control  alone  this 
year)  plus  soggy  prices  and  heavy 
debt  loads  have  dragged  dov/n  the  in- 
dustry's profitability  to  a  25-year  low. 
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buy  pulp  on  the  open  market  just  as 
pulp  prices  went  through  the  roof. 
Last  \ear,  \\  ith  lumber  prices  up.  Pot- 
latch  earnings  reco\erecl  to  some  SIO 
million  under  new  president  Richard 
Madden,  fomierly  of  Mobil  Oil. 

Last  year  the  housing  boom  was 
triggering  sharply  increased  demand 
for  plywood  and  lumber.  Vet  mighty 
Weyerhaeuser  s  earnings  were  off  24V 
after  tliree  (juarters.  How  come? 
"There  have  been  two  factors."  ex- 
plains Chainnan  George  Weyerhaeus- 
er. "One  has  been  strikes  in  the  west- 
em  ports,  \  irtually  eliminating  our 
third-quarter  export  trade.  The  other 
has  I)een  the  market  situation  in  our 
e.xisting  lines,  particularly  in  our  pulp- 
based  products.  Till'  upswing  in  lious- 
ing  sinipK  hasn't  been  sufficient  to 
counteract  major  declines  across  the 
spectrimi  of  wood  filx:'r  products, 
which  noinialU  contribute  substantial- 
ly to  our  earnings  mix." 

Big  U.S.  Plywood-Champion  Pa- 
pers, which  also  owns  huge  limber 
reserves,  found  itself  in  the  same  boat 
last  year.  Building  materials  and  fur- 
nitme  showt-d  good  earnings  gains, 
and  turnarounds  were  achieved  in 
wholesaling  and  i)ackaging  (in  the 
red  in  19701,  but  pajx-r  operations 
suffered  badK .  Says  fMiairmaii  Karl 
R.  Bendetscn:  "In  a  difficult  market, 
our  Champion  Papers  division  was 
able  to  sell  greater  (}uantities  of  pa- 
pei',  but  the  product  mix  was  hcas  ily 
loadetl  with  low-priced,  uncoalcd 
grades  which  entail  thinner  margins." 


Beneath  a  statement  like  that  lies 
a  costh  power  struggle  in  the  big 
(about  25'i  of  total  paper  volume) 
white  paper  market.  Says  one  analyst 
who  prefers  to  remain  anonymous: 
"You  can't  scjueeze  blood  out  of  a 
stone.  These  companies  are  serving  big 
customeis  like  Life  and  Look  maga- 
zines. They  had  to  be  ferociously  price 
competitive.  So  when  large  portions  of 
the  magazine  market  go  to  hell,  the 
guy  v\hos  ruiniing  magazine  toiuiage 
on  his  machines  starts  sending  coated 
papers  to  the  commercial  printing 
market.  He's  got  to  push  somebocK,  so 
he  pushes  Mead.  And  Mead  says, 
'Well,  we're  getting  bumped  in  com- 
mercial printing  .so  we'll  get  more  into 
the  fine  paper  grades,'  and  Hammer- 
mill  ends  up  getting  it  in  the  neck. " 

Nor  are  the  economics  underlying 
such  market  Nolalility  any  more  en- 
couraging. Adding  one  new  fully  in- 
tegrated 5()()-ton-a-day  pulp  and  pa- 
per mill  now  means  an  outlay  of 
roughly  SlOO  million.  Which  means 
that  one  new  mill  can  thiovv  prices 
in  its  maikets  info  a  cocked  hat.  Op- 
timal operating  ratios  in  tlie  paper  in- 
dustry are  around  95'/  (as  against 
80'^  to  85'/  for  most  factories),  so  the 
new  mill  tends  to  buy  extra  tonnage 
with  lower  prices.  And  no  wonder. 
A  big  .southern  linerboard  mill  op- 
erating at  92'/  of  capacity  might 
make  $25  a  ton  in  profit  on  an  av- 
erage. But  add  another  ton  and  prof- 
its on  the  extra  ton  might  be  $55. 

The  big  question  now  is:  Are  things 
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so   bad    in    the    paper    industry    that 
they  can  only  get  better?  Perhaps. 

Marginal  mills,  with  about  1  mil- 
lion tons  of  capacity,  were  scrapped 
list  year,  and  that  trend  is  sure  to 
continue.  The  deciding  factor:  pol- 
lution-control costs.  With  return  on 
capital  so  low,  and  existing  debt  bur- 
dens so  painful,  the  added  weight  of 
projected '  pollution-control  expenses 
(they  will  rise  an  estimated  37%  this 
year)  simply  force  many  paper  com- 
panies- to  slow  down  in  the  capital 
spending  race.  So  capacity  additions 
are  expected  to  average  2%  a  year 
for  the  next  three  years,  as  against 
5%  a  year  for  most  of  the  Sixties. 
That's  not  counting  shutdowns  of  old- 
er marginal  mills  and  elimination  of 
less  profitable  product  lines  in  areas 
like  labor-intensive  fine  paper.  Given 
a  strong  8%  rebound  in  the  economy, 
paper  company  profits  could  recover 
sharply  and  stay  there,  with  the  pros- 
pect of  a  tight  supply/ demand  situa- 
tion for  the  next  few  years. 

The  Doubfers 

But  some  veteran  paper  industry 
analysts  are  skeptical.  If  there  is  a 
paper  recovery,  they  say,  it's  apt  to 
be  very  irregular.  "OK,  capacity  in- 
creases are  smaller,  but  remember,  you 
can  drowTi  in  a  river  that's  only  three 
feet  deep,"  says  Richard  Martin  of 
Eastman,  Dillon.  "What  is  coming  in 
is  coming  in  the  same  grades— uncoat- 
ed  business  papers:  Union  Camp's, 
Westvaco's,  U.S.  Plywood's  machines 
—all  in  uncoated  business  papers  this 
year.  So  you've  got  big  overcapacity 
there  which  is  not  going  to  clear  up 
early  in  1972.  You've  got  big  liner- 
board  coming  in  from  Weyerhaeuser, 
Continental  Can  and  Canadian  Jave- 
lin. Nobody  is  adding  capacity  in  tis- 
sue, but  then  the  consumer  has  been 
cutting  back  his  tissue  purchases 
since  March  1970.  Bath  and  facial 
tissues  were  flat  last  year,  and  even 
towel  tissue  slowed  down  sharply. 
You've  got  overcapacity  in  market 
pulp,  largely  from  Scandinavia  and 
Canada  And  in  newsprint,  even  if 
you  have  a  recovery,  the  operating 
rate  still  won't  be  very  good." 

And  can  per-capita  consumption, 
running  at  565  pounds  a  year  per 
person,  keep  on  growing  at  the  same 
rate?  In  fact,  per-capita  consumption 
has  not  matched  the  1969  peak  of 
580  pounds  for  two  years.  And  what 
about  overseas  markets  ( 10%  of  sales), 
once  the  fastest-growing?  They  were 
flat  again  last  year,  because  of  falter- 
ing economics  and  increased  foreign 
capacity. 

Unquestionably,  the  forest  products 
industry's  long-overdue  overhaul  could 
mean  greater  efficiency,  but  how  soon 
will  it  pay  off?  ■ 
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Aerospace  and  Defense 


The  aerospace  industry 

knew  how  to  fly 

before  it  could  walk; 

now  it's  learning  to 

walk— a  painful  experience. 


To  SAY  this  is  the  time  of  hope  for  the 
aerospace /defense  industry  may  seem 
hke  gallows  humor.  The  Yardsticks 
this  year  again  make  grim  reading.  A 
comparison  of  the  five-year  average 
returns  on  equity  and  capital  with  the 
latest  12-month  returns  gives  some 
idea  of  what  has  been  happening  in 
the  aerospace/ defense  industry  in  the 
last  three  years.  And  even  clearer  and 
more  disturbing  is  the  picture  that  is 
gained  from  looking  back  three  years, 
to  Forbes'  Annual  Report  of  Jan.  1, 
1969.  Then,  for  example,  the  great 
plane  builder  Boeing  Co.  was  earning 
almost  12%  on  equity  and  total  capital 
in  the  latest  12  months  and  a  classy 
17'?  on  equity  over  the  previous  five 
years.  But  that  was  just  at  the  begin- 
ning of  the  period  when  development 
costs  on  the  747  jumbo  jet  combined 
with  declines  in  Boeing's  other  busi- 
ness to  drive  company  returns  to  their 
present  level,  around  3%. 

Lockheed  and  Boeing  were  making 
big  money  then,  and  so  was  Grum- 
man. The  industry  medians  for  re- 
turns on  equity  were  actually  high- 
er in  1969  than  in  the  preceding 
five-year  average— a  rising  trend.  To- 
day the  industry  earns  on  invested 
capital  what  companies  in  other  in- 
dustries  make   on   sales.    A   military- 


industrial  complex?  Or  complication? 

Forbes  noted  back  in  1969  that 
things  were  tightening  up  for  aero- 
space/defense and  has  chronicled  the 
decline  of  the  industry's  profitability 
in  each  year  since.  There  is  no  need 
to  repeat  what  has  happened;  the 
stock  market  has  certainly  recognized 
the  dismal  picture  presented  by  the 
Yardsticks.  Of  the  19  companies  listed 
below,  the  stocks  of  11  sell  at  a  dis- 
count from  book  value. 

Yet,  paradoxical  as  it  may  seem, 
this  is  the  year  that  we  can  report  the 
general  feehng  that  the  worst  is  past; 
that  as  outgoing  Deputy  Secretary  of 
Defense  David  Packard  puts  it, 
"things  will  get  slightly  better  ...  at 
least  they'll  get  no  worse." 

Pentagon  procurement  budgets, 
which  went  from  $42  billion  in  fiscal 
1969  to  $34  billion  in  fiscal  1971,  are 
turning  up  in  the  current  fiscal  year 
to  $35  billion.  Barring  a  war,  the 
budgets  may  not  get  back  to  $42  bil- 
lion, but  at  least  the  decline  seems 
checked.  The  hopeful  side  to  this  pros- 
pect of  lower  but  stable  total  volumes 
in  defense  is  the  heightened  recogni- 
tion that  only  increased  profitability 
will  make  the  defense  industry  strong- 
er and  more  stable.  And  a  stronger, 
more    stable    industry    certainly    has 
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New   Business.    Nori.  -rp.    is   spending    ifs   own,    not   Pentagon, 

money  to  develop  the  P-530  fighter  (abowe)  for  sale  abroad.  Rohr  Corp. 
is  producing  250  subway  cars  fbelow)  for  San  Francisco's  rapid  transit. 


been  the  goal  of  David  Packard. 

The  sentiment  is  evident  in  the  re- 
marks of  General  Dynamics'  new 
Chairman  David  Lewis.  "We've  been 
bidding  pretty  high  since  I  got  here," 
Lewis  told  Forbes.  "You  can  have 
the  greatest  controls  in  the  world,  but 
if  you  bid  too  low  there's  nothing  you 
can  do  about  it." 

That  is  precisely  the  problem  fac- 
ing Grumman  Corp.  Grumman,  for 
reasons  having  more  to  do  with  Wash- 
ington politicking  than  with  intelli- 
gent business  judgment,  three  years 
ago  trimmed  its  bid  on  the  F-14  fight- 
er contract.  Today,  in  spite  of  the  fact 
that  it  has  kept  itself  profitable 
through  a  neat  balance  of  government 
programs  and  has  made  its  organiza- 
tion lean  through  a  12,000-man  re- 
duction in  employment,  Grumman 
faces  a  loss  in  1973  on  production  of 
the  fighter  planes.  Probably  Grum- 
man will  be  able  to  renegotiate  the 
contract  and  escape  the  threatened 
losses.  But  if  it  can't,  much  of  Grum- 
man's  equity  may  melt  away,  and  a 
company  that  has  managed  its  re- 
sources better  than  most  defense  con- 
tractors would  be  badly  weakened. 

If  it  can  work  out  the  F-14  matter, 
though,  Grumman  will  be  in  good 
shape  witii  its  record  and  prospects 
in  space  business  and,  above  all,  its 
ability  to  manage  its  capital. 

Lockheed,  the  standout  case  of 
what  can  happen  to  a  company  from 
a  defen,se  contract  gone  bad   (C-5A) 


as  well  as  from  a  lack  of  manage- 
ment financial  controls,  is  less  sure.  It 
is  surviving  now  on  government-guar- 
anteed bank  loans  (debt  is  more  than 
double  stockholders'  equity)  and  is 
producing  the  L-1011  TriStar  jet,  of 
which  it  has  orders  and  options  for 
154.  Lockheed  says  it  must  sell  260 
L-lOlls  to  break  even.  But  the  com- 
pany also  has  new  financial  manage- 
ment, and  the  future  is  not  all  bleak. 
Lockheed  has  received  a  $25-million 
contract  to  begin  work  on  the  mis- 
sile for  the  Navy's  major  weapons 
effort  in  this  decade,  the  underwater 
long-range  missile  system,  or  ULMS. 
Lockheed's  good  work  on  the  Polaris 
and  Poseidon  missile  programs  gained 
it  this  award,  which  could  mean 
years  of  work  if  the  company  can 
straighten  out  its  other  business. 

The  basically  healthy  recognition 
that  management  of  capital  is  just  as 
important  as  technological  ability 
seems  finally  to  have  come  to  the 
aerospace/defense  industry,  sometimes 
at  the  11th  hour.  Collins  Radio,  for 
example,  is  a  leader  in  the  field  of 
aircraft  electronics  and  a  technologi- 
cal marvel  in  many  other  ways.  But 
the  Dallas-based  company  had  got  it- 
self into  too  many  projects  without 
thought  to  when  the  return  on  invest- 
ment would  show  up.  When  it  finally 
had  to  recognize  losses,  this  year  and 
last,  Collins  was  mired  in  debt  and 
had  to  turn  to  North  American  Rock- 
well for  help.  That  company,  the  re- 
sult of  a  1967  merger  of  aerospace's 
North  American  Aviation  and  Rock- 
well-Standard, put  in  $35  million  and 
new  management  besides.  NAR  will 
gain  some  technology,  importantly  in 
the  field  of  flight  control  systems,  from 
the  Collins  venture,  but  the  Dallas- 
based  company  will  gain  ultimate  sur- 
vival through  NAR's  no-nonsense  fi- 
nancial management.  Out  in  Califor- 
nia, at  North  American,  the  Rockwell 
way,  implemented  by  President  Rob- 
ert Anderson,  an  automan,  cut 
35,000  people  in  four  years.  Now  em- 
ployment has  just  begun  to  turn  up 
again  as  North  American  works  on 
developing  the  B-1  bomber. 

In  this  business,  as  in  every  other, 
the  first  instinct  must  be  survival. 
And  it  is  not  technological  capability 


that  enables  companies  to  withstand 
adversity  so  much  as  it  is  capital  and 
management.  Rohr  Corp.,  the  San 
Diego-based  aircraft  component  mak- 
er, has  thus  come  through  losses  on 
its  subcontract  for  the  F-14  fighter, 
and  this  year  begins  to  get  the  cash 
flow  from  its  diversification  into  mass 
transit  when  it  delivers  subway  cars 
in  production  volumes  to  San  Fran- 
cisco's Bay  Area  Rapid  Transit  Au- 
thority. Rohr's  traditionally  respecta- 
ble returns  on  capital  have  been  cut 
sharply  by  F-14  losses,  subway  re- 
search write-offs  and  the  general  slow- 
down in  its  business,  but  Chairman 
Burt  Raynes'  company  has  been  able 
to  keep  from  getting  too  deep  in  debt, 
to  stay  profitable  and  to  produce  the 
subway  cars  on  time.  Now  it  is  solidly 
in  a  new  business,  expanding  into  bus- 
es as  well  as  bidding  for  other  sub- 
way car  orders. 

The  Careful  Managers 

United  Aircraft  has  similar  prob- 
lems, but  it  also  has  the  wherewithal 
to  endure  them.  Among  the  problems 
are  the  continuing  slow  market  in 
spare  parts  for  the  airlines  and  the  in- 
evitable wait  for  substantial  returns 
on  the  jet  engines  it  is  making  for 
the  F-14  and  the  McDonnell  Douglas 
F-15  fighter.  But  United  is  doing  well 
with  its  gas  turbine  generators  which 
sell  to  utilities  and  which  it  hopes  to 
put  in  ships.  United,  too,  has  the  capi- 
tal position  to  do  this  and  has  cut  its 
payroll  by  20,000  in  line  with  its  low- 
er volume. 

And  so  it  goes.  Raytheon,  with  a 
brisk  missile  business  and  expanding 
commercial  sales,  always  had  a  good 
name  for  research  and  technology. 
But  it  wasn't  until  ChaiiTnan  Charles 
Adams  and  President  Tom  Phillips 
got  a  handle  on  the  finances  that  Ray- 
theon took  oft  to  its  present  very 
strong  showing  in  all  of  the  Yard- 
sticks. McDonnell  Douglas,  always 
known  for  the  tight  management  of 
James  S.  McDonnell,  is  coming 
through  the  development  of  the 
DC-10  Trijet  without  severe  disrup- 
tion of  its  average  returns  on  capital. 
McDonnell  Douglas  has  235  orders 
and  options  for  DC-lOs,  but,  ominous- 
ly for  the  accuracy  of  Lockheed's  fig- 
ures, sets  its  own  break-even  point  at 
over  450  planes. 

For  a  long  time  the  aerospace  in- 
dustry's technology  was  supposed  to 
be  the  panacea,  leading  the  compa- 
nies into  the  promised  land  of  stable, 
commercial  business.  That  was  almost 
never  true.  But  leaner  companies, 
with  a  better  idea  of  financial  manage- 
ment, might  be  the  more  likely  base 
for  the  long-promised  expansion  of 
aerospace  into  other  fields.  At  least 
it  gives  reason  for  hope. 
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that  enables  companies  to  withs! 
adversity  so  much  as  it  is  capital 
management.    Rohr    Corp.,    the 
Diego-based  aircraft  component  r 
er,  has  thus  come  through  losses 
its   subcontract  for  the  F-14  figl 
and  this  year  begins  to  get  the  » 
flow  from  its  diversification  into  i 
transit  when  it  delivers  subway 
in  production  volumes   to  San  F 
Cisco's   Bay   Area   Rapid   Transit 
thority.    Rohr's   traditionally  resp( 
ble  returns  on  capital  have  been 
sharply   by    F-14    losses,    subway 
search  write-offs  and  the  general  s 
down  in  its  business,  but  Chair 
Burt  Raynes'  company  has  been 
to  keep  from  getting  too  deep  in  c 
to  stay  profitable  and  to  produce 
subwav  cars  on  time.  Now  it  i<«  so 
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cii        /-\in.id,->uii,        an        auiuiiiaii,        wui 

3.5,000  people  in  four  years.  Now  em- 
ployment has  just  begun  to  turn  up 
again  as  North  American  works  on 
developing  the  B-1  bomber. 

In  this  business,  as  in  every  other, 
the  first  instinct  must  be  survival. 
And  it  is  not  technological  capability 


commercial  business.  That  was  almost 
never  true.  But  leaner  companies, 
with  a  better  idea  of  financial  manage- 
ment, might  be  the  more  likely  base 
for  the  long-promised  expansion  of 
aerospace  into  other  fields.  At  least 
it  gives  reason  for  hope. 
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$60,000,000 


NORTON  SIMON  INO 


7.70%  Sinking  Fund  Debentures  due  December  1,  1996 


Price  100% 

plus  accrued  interest  from  December  1,  1971 


Upon  request,  a  copy  ol  the  Prospectus  describing  these  securities  and  the  business  of  the 
Company  may  be  obtained  within  any  State  Itom  any  Underwriter  who  may  regularly 
distribute  it  within  such  State.  The  securities  are  offered  only  by  means  of  the  Prospectus, 
and  this  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy. 


Goldman,  Sachs  &  Co.  Salomon  Brothers 

Blyth  &  Co.,  Inc.  The  First  Boston  Corporation  duPont  Glore  Forgan 

Incorporated 

Eastman  Dillon,  Union  Securities  &  Co.  Halsey,  Stuart  &  Co.  Inc. 

Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes    Lehman  Brothers    Merrill  Lynch,  Pierce,  Fenner  &  Smith 

»  Incorporated  Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Smith,  Barney  &  Co.  Sutro  &  Co. 

Incorporated  Incorporated  Incorporated 

Wertheim  &  Co.  White,  Weld  &  Co.  Dean  Witter  &  Co. 

Incorporated 

Allen  &  Company         Bear,  Stearns  &  Co.         A.  G.  Becker  &  Co.         Burnham  and  Company 

Incorporated  Incorporated 

CBWL-Hayden,  Stone  Inc.  Dominick  &  Dominick,  F.  Eberstadt  &  Co.,  Inc. 

Incorporated 

Equitable  Securities,  Morton  &  Co.      EuroPartners  Securities  Corporation      Kleinwort,  Benson 

Incorporated  Incorporated 

E.  F.  Hutton  &  Company  Inc.  Ladenburg,  Thalmann  &  Co.  John  Nuveen  &  Co. 

Incorporated 

Paribas  Corporation  Piper,  Jaffray  &  Hopwood  R.  W.  Pressprich  &  Co. 

Incorporated  Incorporated 

L.  F.  Rothschild  &  Co.  Shields  &  Company  F.  S.  Smithers  &  Co.,  Inc. 

Incorporated 

Spencer  Trask  &  Co.     Thomson  &  McKinnon  Auchincloss  Inc.      Tucker,  Anthony  &  R.  L.  Day 

Incorporated 

G.  H.  Walker  &  Co.  Wood,  Struthers  &  Winthrop  Inc. 

Incorporated 

December  16,1971 


Transportation 


After  years  of 

bickering,  tfie  surface 

carriers  liave  agreed 

what  they  want 

the  Government  to 

do  for  them. 


They  say  a  friend  is  one  who  has 
the  same  enemies  as  you.  That  might 
explain  why  those  traditional  antag- 
onists—the railroads,  truckers  and 
barge  carriers— banded  together  this 
fall  to  lobby  Congress  for  a  whole 
new  set  of  policies  for  the  surface 
transportation  industry. 

The  common  enemy?  The  threat 
they  fear  most  immediately  is  a  pro- 
posed Department  of  Transportation 
policy  to  "deregulate"  transportation; 
to  alter  Interstate  Commerce  Commis- 
sion regulations  to  provide  easier  en- 
try into  the  motor  and  water  carrier 
business  and  to  make  rate  decisions 
more  responsive  to  market  demands. 
What's  wrong  with  this?  Isn't  it  a  re- 
turn to  freer  enterprise?  Not  the  way 
the  transportation  people  see  it.  They 
fear  it  could  wreck  their  already  frag- 
ile profitability. 

Considering  the  history  of  intramu- 
ral throat-cutting  that  the  surface 
carriers  have  indulged  in  during  pre- 
vious sessions  of  Congress,  the  lobby- 
ists had  a  remarkably  easy  time  get- 
ting together.  They  countered  with 
a  bill  of  their  own.  A  bill  drafted  in 


Gain  Postponed.  Just  when 
it  looked  as  if  the  railroads 
might  make  some  profit  head- 
way last  year,  dock  strikes 
started  piling  up  cars  in 
freight  yards  across  the  U.S. 


July  by  the  Association  of  American 
Railroads  (AAR),  the  Water  Trans- 
port Association  and  the  American 
Trucking  Association  (ATA)  was  in 
the  hands  of  sponsoring  Senator 
Vance  Hartke  (Dem.,  Ind.)  ahead  of 
the  DOT  biU. 

"We  got  whipsawed  on  that,"  a 
DOT  policy  official  told  Forbes.  "We 
wanted  the  White  House  formally  to 
endorse   our  bill  so  we   cx)uld  shut 
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/' Rank > 
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TOTAL  CAPITAL 
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Percent    Industiy     Companies    Percent    Industry     Companies 
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EQUITY        CAPITAL 
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S-Vear  Annual 
Earnings  Per  Share  Growth 
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Percent    Industry     Companies    Percent    Industry     Companies 


Roadway  Express 
Consolidated  Freight 
Leaseway  Transport 
Ryder  System 
Greyhound 

U  S  Freight 
Northwest  Industries 
Norfolk  &  Western 
Alexander  &  Baldwin 
Southern  Railway 


20.6 
20.6 
19.6 
16.9 
16.7 


12.9  6 

8.0t  7 

6.8  8 

6.7  9 

6.6  10 


53 

54 

64 

106 

111 

276 
560 
612 
617 
618 


18.0 

10.8 

7.2 

7.4 

12.1 


34 
223 
441 
427 
153 


26.9 
22.7 
20.8 
12.3 
16.0 


24.7 

11.1 

6.9 

5.9 

8.4 


15.8 
9.4 
12.9 
29.9 
36.8 


109 

338 

188 

29 

19 


19.0 
10.2 

7.9 
16.9 

3.5 


33 
126 
181 

48 
298 


11.4 
4.9t 
5.4 
6.3 
5.2 


3 
10 
8 
7 
9 


186 
631 
599 
520 
625 


4.6 
17.0 
6.9 
1.8 
8.2 


2.0 
8.5 
5.9 
1.8 
6.1 


3.4 
0.3 
5.3 
-0.7 
6.3 


19 
22 
15 
23 
11 


641 
692 
583 
700 
527 


-20.9 
9.3 

-2.8 
-28.7 

11.5 


18 

5 

15 

19 

3 


627 
148 
473 
645 
101 


National  City  Lines 
Southern  Pacific 
Illinois  Central  Ind 
Union  Pacific 
C&O/B&O  Railroads 


6.3 

6.2 

b.3J 

5.3 

5.0 


11 
12 
13 
13 
15 


627 
632 
661 
661 
669 


4.9 

4.7 

4.2* 

4.8 

3.8 


11 
13 
14 
12 
15 


635 
642 
658 
639 
666 


7.8 
7.2 
5.3 
5.6 
5.1 


4.3 
4.9 
4.1 
4.5 
3.9 


23.4 
4.6 
5.5 

10.8 
5.2 


3 
17 
13 

8 
16 


42 
612 
573 
270 
585 


1.8 
3.9 
3.0 
0.7 
-0.8 


10 

7 

9 

12 

14 


357 

285 
318 
394 
436 


Missouri  Pacific  R  R 

4.8 

Santa  Fe  Industries 

4.3 

Seaboard  Coastline 

4.2 

Burlington  Northern 

2.3t 

Penn  Central 

1.1 

Amer  Export  Indust 

0.5 

ChiMilwStP&Pac 

0.4 

Chicago  Rock  Island 

def. 

16 

671 

2.8 

18 

682 

5.2 

3.1 

6.5 

10 

513 

0.4 

13 

399 

17 

679 

3.6 

16 

670 

4.6 

3.7 

5.3 

14 

580 

-5.1 

16 

514 

18 

680 

3.5 

17 

672 

6.2 

4.8 

11.7 

7 

227 

1.1 

11 

386 

19 

697 

2.3t 

19 

692 

2.5 

2.5 

3.6 

18 

632 

-8.1 

17 

555 

20 

705 

1.1 

20 

700 

def. 

def. 

2.3 

21 

665 

PD 

20 

664 

21 

706 

0.9 

21 

701 

def. 

def. 

17.9 

4 

76 

P-D 

20 

664 

22 

708 

0.4 

22 

703 

def. 

def. 

2.7 

20 

657 

P-D 

20 

664 

23 

710 

def. 

23 

705 

def. 

def. 

6.2 

12 

539 

D-D 

23 

707 

Industry  Medians       6.2 


4.8 


5.6 


4.3         6.2 


0.7 


Nolc    Lxulaiialion  ol  Yaidstick  calculations  on  page  92.        fThree-year  average.         ^Four-year  average.       del.— Deficit.        P-0  Profit  to  deficit.         D  D  Deficit  to  deficit. 
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Hartke  up.  And  they  told  us  they 
wanted  the  bill  because  they  want 
to  have  something  to  show  small  ship- 
pers that  the  Administration  is  aware 
of  their  problems  during  the  cam- 
paign. But  the  big  carriers  are  big 
contributors  and  so  we,  the  Depart- 
ment, were  told  to  sponsor  the  bill 
and  take  the  heat  from  the  industry. 
I  think  they  made  a  mistake." 

Senator  Hartke,  who  heads  the  Sen- 
ate Subcommittee  on  Surface  Trans- 
portation, started  hearings  on  the  in- 
dustry bill  first.  DOT  Secretary  John 
Volpe  was  put  at  the  tactical  disad- 


vantage of  having  to  sell  his  bill  as  an 
alternative  to  the  established  industry 
proposal.  After  a  few  days  of  intro- 
ductory hearings,  Hartke  recessed  the 
sessions  until  Congress  returns  for  the 
new  session  later  this  month.  The  de- 
lay gives  the  industry  lobbyists  valu- 
able time  to  build  support  for  their 
views  among  members  of  Congress. 

Says  C.  James  McCormick,  board 
chairman  of  the  ATA  and  president 
of  an  Indiana  truck  company,  I  &  S 
McDaniel,  "This  DOT  bill  couldn't 
come  at  a  worse  time  for  us.  What 
with  the  economy  still  soft,  we  have 


Promise?  DespHe  the  glut  of  unfilled  aircraft,  airline  costs  had  been  cut 
enough  by  year's  end  to  make  market  favorites  of  their  stocks.  The  big 
truckers,  too,  showed  record  results  despite  the  lagging  pace  of  recovery. 
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Detta  Air  Lines 

21.2 

1 

42 

11.3 

1 

194     . 

11.0 

5.6 

15.9 

1 

106 

-3.2 

1 

478 

Northwest  Orient  Air 

14.1 

2 

220 

9.4 

2 

301 

3.4 

2.2 

2.7 

12 

658 

-23.5 

5 

634 

National  Airlines 

13.0 

3 

273 

7.7 

3 

409 

2.3 

2.3 

11.3 

8 

249 

-30.9 

6 

648 

Continental  Air  Lines 

8.3 

4 

540 

5.2 

4 

618 

5.4 

3.3 

15.7 

2 

114 

-21.9 

4 

629 

Braniff  Airways 

7.5 

5 

581 

3.6 

6 

668 

8.4 

4.3 

11.7 

7 

229 

-9.7 

2 

569 

American  Airlines 

7.2 

6 

598 

3.1 

8 

679 

def. 

def. 

10.5 

9 

281 

P-D 

7 

664 

UAL 

6.5 

7 

621 

3.5 

7 

673 

def. 

def. 

11.8 

6 

226 

P-D 

7 

664 

Western  Air  Lines 

6.1 

8 

638 

4.4 

5 

651 

5.8 

3.9 

14.1 

3 

147 

-20.8 

3 

625 

Pan  Am  WId  Airways 

5.5 

9 

657 

2.8 

9 

683 

def. 

def. 

6.9 

11 

495 

P-D 

7 

664 

Trans  World  Airlines 

5.1 

10 

666 

2.7 

10 

684 

def. 

def. 

9.9 

10 

317 

P-D 

7 

664 

Eastern  Air  Lines 
Northeast  Airlines 

3.3        11 
def.        12 

687 
710 

2.5        11 
•  def.        12 

688           def. 
705           def. 

def.        12.8 
def.        13.8 

5 
4 
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153 

P-D 
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7 
12 

664 
707 
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6.9 

' 

3.6 

11.8 
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INVESTMENT 
MAN/^EMENT 


WHY  GIVE  US 

PERMISSION 

TO  BUY  AND  SELL 

WITHOUT 

YOUR  PERMISSION? 

Because  we  specialize  in  managing  personal 
investnnent  accounts  of  $5,000  or  nnore  for  aggres- 
sive capital  growth  for  investors  who  appreciate 
the  risks  and  rewards  of  a  common  stock  portfolio. 
You  own  the  stocks  -  the  account  is  in  your  name 
with  your  broker.  But  we  do  all  the  buying  and 
selling  -we  have  a  full-time  staff  of  experienced 
market  analysts  assisted  by  continual  research  and 
computer  data.  If  that  makes  sense  to  you,  give  us 
permission  to  send  you  our  32-page  booklet 
"Declare  Your  Own  Dividends"  for  further 
explanation. 


SPEAR&STAFF.INC. 

Investment  Management  Division   Dept.  MF-lOl 
Babson  Park.  Mass.  02157 

Please  send  me  a  complimentary  copy  of 
"Declare  Your  Own  Dividends."  Confidentially, 
my  account  would  amount  to  about  $ 


Name. 


Address. 


.State. 


.Zip. 


The  first  radical  change  in  automobile  power  sys- 
tems in  half  a  century  is  here.  And  you  can  see 
exactly  how  it  works,  in  this  authentic  operating 
scale  model.  Someday  soon,  your  car  will  probably 
run  on  a  Wankel.  This  is  the  engine  you've  been 
reading  about  in  The  Wall  Street  Journal,  Time 
Magazine  and  The  New  York  Times.  Wankel-pow- 
ered  cars  have  been  making  headlines  throughout 
(^  world.  General  Motors  recently  paid  S50  million 
for  the  rights  to  use  the  revolutionary  Wankel  Ro- 
tary Engine  in  its  cars.  And  such  noted  manufac- 
turers as  Rolls-Royce,  Mercedes-Benz,  Alfa  Romeo 
and  Citroen  are  already  developing  Wankel-pow- 
ered  automobiles. 

Works  Without  Pistons. 
What  makes  the  Wankel 
run?  Instead  of  conventional 
cylinders  and  pistons,  it  uses 
unique  triangular  rotors  that 
rotate  in  combustion  cham- 
bers shaped  like  fat  figure 
eights.  Why  is  the  pistonless 
Wankel  belter?  Because  it's 
less  than  1/2  the  size  and 
--■  weight  of  conventional  en- 
gines of  the  same  horsepower!  And  has  40%  fewer 
parts.  Uo  valves,  no  rods,  no  lifters,  no  cam  shafts, 
no  crank  shafts.  Which  means  less  friction,  less 
wear  and  tear,  less  need  for  repair.  .And  the  faster 
it  goes,  the  quieter  it  gets. 

Fully  Authentic  Scale  Model. 
We  finJ  the  whole  thing  incredibly  fascinating.  So 
will  yciu,  with  your  own  motorized  see-through 
model  of  this  automobile  engine  of  the  future.  We 
have  a  kit  that  duplicates  the  am.izing  Wankel  in 
authentic  l/5th  scale  right  down  to  the  very  last 
plug,  gear  and  oil  cap.  This  fully  detailed  operating 
model  has  a  transparent,  heavy  plastic  housing.  You 
can  actually  see  the  triangular  rotors  turning  on 


their  shaft.  You  see  the  continual  flash  of  igniting 
spark  plugs.  You  see  the  rotating  fan  blades.  You 
see  the  moving  fan  belt  of  real  rubber.  You  hear 
the  powerful  deep-throated  whir  of  the  motor.  All 
controlled  by  your  own  touch  on  the  stick-shift  on- 
off  switch. 

The  model  that  separates  the  men  from  the  toys. 
This  is  not  a  plaything  for  preschoolers.  It  is  an 
intricate,  fully  operational  scale  model  of  a  major 
automotive  development.  A  "must"  for  hobbyists, 
auto  buffs  and  guys  of  all  ages  who  love  to  build 
things.  An  impressive  attention-getter  for  your  of- 
fice  or  den.  A   significant  visual   teaching  aid.   A 
history-making  forerunner  of  things  to  come! 
Order  No.  43140:  Wankel  Rotary  Engine®  Kit. 
Comes  with  all  pre-painted  parts,  motor,  display 
stand  and  easy-to-follow  instructions.  Uses  two 
inexpensive  AA  batteries  (not  incl.) 
obtainable  everywhere.  The  price? 
As  amazing  as  the  engine  itself: 

only  $7.50  complete,  including 

postage  and  handling.  Send  check  or 

money  order.  (N.Y.  residents  add 

sales  tax.) 

FREE  gift  catalog  on  request. 

r—  THE  EVEHYTHING  GUARANTEE 
The  GALLERY  guarantees  EVERYTHING:  The 
quality,  accuracy  of  description,  availability, 
prompt  delivery.  If  not  delighted,  return  the 
Wankel  Engine  Kit  within  3  weeks  after  you  re- 
ceive it  (not  the  usual  10  days)  for  an  instant 
refund  of  purchase  price. 


.f3  by  moil  fromC^GA.LLEF\  I 

Dept.  3794,  Amsterdam,  N.Y,  12010 


to  fight  and  we  have  to  win  oa  some 
key  points."  The  truckers  hold  the 
key  to  the  industry's  drive  to  shape 
transportation  policy.  Predominantly 
owner-operated,  the  truckers  have  the 
money  and  the  local  political  clout  to 
get  their  views  across  to  their  home- 
town congressmen  or  the  senators 
from  their  states. 

Xhe  industry  bill  is  considerably 
more  than  just  an  attempt  to  side- 
track the  DOT  drive  for  deregulation. 
Among  its  provisions,  the  carriers'  bill 
calls  for: 

•  Up  to  $5  billion  in  loan  guaran- 
tees from  the  U.S.  Treasury  for  trans- 
portation companies  that  are  unable 
to  raise  capital  in  private  markets. 
This  is,  of  course,  a  plum  for  the 
railroads. 

•  Tax  incentives  and  faster  de- 
preciation rates  for  all  types  of  trans- 
portation equipment. 

•  A  shift  in  emphasis  to  across-the- 
board  rate  increases  instead  of  the 
current  painfully  slow  process  where 
rates  are  examined  on  a  specific  com- 
modity basis. 

The  carriers  also  want  ICC  regula- 
tion extended  to  the  largely  unfet- 
tered carriers  of  agricultural  com- 
modities as  well  as  new  rules  for 
barges  that  carry  bulk  cargoes. 

The  government  bill,  on  the  other 
hand,  calls  for: 

•  Both  a  floor  and  ceiling  on  ICC 
rate  changes  that  nevertheless  would 
allow  some  rates  to  fluctuate  by  as 
much  as  40%  over  a  two-year  period. 

•  Sharp  curbs  on  the  powers  of 
regional  trucker-run  rate  bureaus 
which  now  apply  to  the  ICC  for  high- 
er rates  when  a  majority  of  their 
members  need  them  even  though 
some  may  have  high  earnings. 

•  New  DOT  standards  which  block 
the  ICC  from  denying  a  company 
access  to  both  the  interstate  motor- 
and  water-carrier  business  simply  on 
the  grounds  that  it  would  adversely 
attect  another  carrier.  The  key  to  the 
)iew  rules  would  demand  a  showing 
of  damage  to  the  level  of  service  in 
the  "overall"  market. 

The  agency  would  also  set  new 
standards  to  allow  railroads  to  aban- 
don 21,000  miles  of  little-used  track, 
cliange  the  tax  powers  of  state  regu- 
latory agencies  and  impose  new  rules 
on  joint  rates  used  by  the  rail  and 
barge  companies. 

Most  transportation  men  think  the 
drastic  DOT  proposals  would  be  a 
disaster  at  this  time.  The  airlines,  un- 
affected by  the  bill  directly  but  in- 
terested watchers,  are  into  the  second 
year  of  owning  jumbo  jets  they  can't 
fill  or  sell.  Stopgap  fare  increases  dur- 
ing 1971  didn't  save  the  air  car- 
riers any  more  than  freight  rate  boosts 
saved  the  railroads.  Here,  again,  the 
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trucking  industry  managed  to  hold 
the  line  best  in  a  sluggish  economy. 

The  basic  problem  is  this:  The 
freight  transportation  industry  is  a 
Siob-billion  business-a  full  10%  of 
the  total  gross  national  product.  Much 
of  the  freight  business  is  a  mirage 
when  it  comes  to  seeking  new  fields 
for  profits.  Big  manufacturers  who 
maintain  private  fleets  and  local  retail 
store  deliver}'  trucks  far  outweigh  in 
dollar  size,  if  not  in  profits,  the  mar- 
ket in  long-distance  freight  open  to 
rail,  barge  or  truck  operators. 

The  regulated  carriers  have  chiefl\- 
the  long-haul  (250  miles  or  more) 
market.  Earl  \.  Hoekenga,  president 
of  Rvder  Truck  Lines  Inc.,  told 
Forbes:  "What  the  DOT  bill  would 
do  is  open  the  market  up  for  the  now 
nonregulated  carriers  to  go  after  our 
long-haul  and  full-load  business— and 
that's  where  the  money  is.  Anybod\ 
can  haul  a  full  load  of  freight.  A]] 
you  need  is  a  gas  station  with  a  phone 
booth  and  you're  in  business.  Thev 
can  cut  rates  on  us,  but  the  opera- 
tor who'll  suffer  the  most  will  be  the 
little  shipper  who  can't  afford  his 
own  fleet." 

The  truckers  feel  that,  even  rolling 
on  tax-paid  interstate  highways,  they 
would  probably  sutter  some  too  with 
the   DOT   bill— though   not   as   much 


as  the  railroads  and  barge  lines. 

The  simple  truth  is  that  while  the 
economy  was,  at  worst,  dawdling, 
the  transportation  business  was  much 
worse  last  year.  After  almost  three 
years  of  grounded  earnings  and  rev- 
enue growth,  most  airlines  eagerly 
seized  on  the  refund  of  $58.5  mil- 
lion in  supersonic  transport  (SST)  de- 
posits from  Washington  to  shore  up 
third-quarter  earnings,  but  to  little 
avail.  Nearly  half  of  the  Big  12  air- 
lines will  find  themselves  in  the  red  for 
the  second  year  in  a  rov,-.  As  a  result, 
the  Civil  Aeronautics  Board  is  faced  in 
1972  with  prospective  mergers  be- 
tween American  and  Western  and  be- 
tween Northwest  and  National. 

Almost 

For  the  railroads,  the  real  delight 
came  in  May  when  Amtrak  (the 
National  Railroad  Passenger  Corp.) 
took  complete  charge  of  money-los- 
ing intercity  passenger  service.  But 
whatever  gains  the  rail  freight  opera- 
tions might  have  made  during  1971 
were  wiped  out  by  dock  and  coal 
miner  strikes  during  the  final  weeks 
of  the  year.  Earnings  for  the  70  top 
railroads,  before  special  charges,  rose 
to  $281.7  million  during  the  first 
three  quarters  of  1971,  compared 
with  $117.6  million  for  the  same  nine 


months  of  1970.  "Coal  is  25%  of  our 
business,  and  then  the  docks  shut  and 
we  lost  all  the  ground  we  gained," 
an  AAR  official  lamented. 

The  truckers,  as  usual,  had  the  best 
record.  Roadway  Express  leaped  into 
the  No.  One  spot  in  profitability  this 
year  over  all  its  competitors  on  the 
Yardsticks.  The  gains  were  scored 
with  revenues  that  were  running  at 
$205.8  million  and  net  earnings  of 
$11.8  million  during  the  first  nine 
months  compared  with  $158  million 
in  revenues  and  only  $5.6  million 
earnings  the  year  before.  While  not 
every  trucker  has  had  as  good  a 
time  of  it  recently,  because  of  the 
dock  walkout  and  some  regional 
strikes,  most  of  the  large  trucking 
operations  were  faring  pretty  well, 
with  the  result  that  1971  was  a  rec- 
ord profits  year. 

All  in  all,  it  was  not  a  pretty  pic- 
ture. Congress  was  faced  with  two 
quite  different  bills,  and  this  lessens 
the  chance  for  any  action— especially 
with  so  many  more  politically  press- 
ing issues  before  the  legislators.  And 
yet  everybody  agrees  that  action  is 
necessary,  for  without  better  profits, 
the  transportation  companies  simply 
cannot  generate  the  profits  they  need 
to  give  U.S.  industry  the  kind  of 
service  it  needs.   ■ 


ALCOA  GOODYEAR 

ATLAS  CHEMICAL  GULF  OIL 

BEMIS  HERTZ 

CHICAGO  BRIDGE  INTERNATIONAL 

&  "^0'^  INTERNATIONAL 

COCA-COLA  HARVESTER 

CORNING  GLASS  JOHNS-MANVILLE 

DELTEC  PFIZER 

INTERNATIONAL 

DOW  CHEMICAL  ROHM  &  HAAS 

ESSO  SEAGRAM 

FEDERAL-MOGUL  TEXACO 

B.F.GOODRICH  VELSICOL  CHEMICAL 


If  youd  like  to  know 
what  prompted  these 
companies  to  move 
their  Latin  American 


headquarters  to 

Coral  Gables, 

write  us. 


Ken  Smith,  Director,  City  of  Coral  Gables 
Community  Development  Department,  410 
P.O.  Drawer  1549,  Coral  Gables,  Florida  33134 

I'd  like  to  know  what  has  prompted  no 

less  than  35  U.S.  corporate  giants  to  move  their 

Latin  American  headquarters  to  your  city. 
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Distribution 


The  consumer  began 

loosening  his  purse  strings 

again  in  the  second  half 

of  1971,  and  that  was 

good  news  for  those  who 

depend  on  him. 


Chmstmas  started  early  for  the  thou- 
sands of  retailers  and  wholesalers  who 
make  up  the  vast  distribution  indus- 
try. In  the  second  half  of  1971,  the 
fickle  consumer  began  spending  with 
a  vigor  that  he  had  not  shown  for 
two  years.  Retail  sales  were  already 


up  8.7%  before  the  December  Christ- 
mas-selling period  began,  equaling 
the  combined  increase  for  1969  and 
1970.  -Distribution  was  a  bright  spot 
in  the  spotty  Nixon  economy. 

The  outlook  for  1972  seemed  even 
better.  Says  President  Cecil  L.  Wright 
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Avon  Products 

41.2 

1 

2 

36.6 

1 

2 

37.5 

33.2 

15.1 

9 

129 

13.0 

8 

78 

Rapid-American 

34.0 

2 

3 

10.1 

18 

264 

33.1 

6.0 

26.6 

3 

37 

3.6 

18 

296 

Melville  Shoe 

31.0 

3 

6 

23.6 

2 

10 

26.8 

22.9 

16.6 

7 

96 

15.0 

6 

62 

Kings  Dept  Stores 

23.2 

4 

24 

22.6 

3 

11 

21.5 

21.3 

11.6 

14 

233 

132 

7 

76 

Tandy 

19.7 

5 

62 

14.2 

5 

83 

11.7 

8.7 

48.3 

1 

8 

23.8 

.2 

19 

J  C  Penney 

18.3 

6 

83 

16.8 

4 

42 

16.7 

13.2 

12.2 

13 

207 

7.6 

12 

188 

Household  Finance 

16.8 

7 

108 

7.1 

29 

446 

16.4 

6.9 

19.2 

5 

62 

5.8 

14 

236 

S  S  Kresge 

16.7 

8 

113 

13.8 

6 

88 

18.1 

13.7 

21.5 

4 

50 

21.8 

3 

24 

Edison  Bros  Stores 

16.6 

9 

117 

12.8 

9 

115 

14.0 

11.8 

9.2 

24 

349 

4.7 

16 

269 

Zayre 

16.3 

10 

124 

9.8 

19 

275 

10.8 

6.2 

16.3 

8 

99 

-1.5 

32 

448 

Alexander's 

16.lt 

11 

129 

7.8t 

26 

406 

12.0 

6.4 

9.9 

22 

315 

19.8 

4 

30 

Beneficial  Corp 

15.6 

12 

144 

6.3 

34 

524 

17.1 

5.8 

5.4 

39 

578 

6.2 

13 

217 

Lane  Bryant 

15.2 

13 

164 

13.2 

8 

105 

15.6 

14.0 

10.0 

19 

305 

7.6 

11 

185 

W  T  Grant 

15.1 

14 

175 

12.0 

13 

156 

12.2 

10.7 

7.8 

28 

436 

0.4 

27 

402 

Mercantile  Stores 

14.9 

15 

178 

12.7 

11 

123 

15.1 

11.9 

9.9 

21 

313 

12.3 

9 

89 

Zaie 

14.8 

16 

187 

13.7 

7 

90 

8.8 

8.2 

15.0 

10 

132 

1.9 

24 

352 

Sears,  Roebuck 

14.4 

17 

201 

12.8 

10 

118 

13.8 

12.1 

7.3 

29 

467 

8.2 

10 

171 

Federated  Opt  Stores 

13.9 

18 

230 

12.6 

12 

126 

12.9 

11.7 

8.1 

26 

412 

2.8 

22 

324 

Thrifty  Drug 

13.6 

19 

249 

11.0 

14 

208 

12.9 

10.0 

8.1 

27 

418 

3.4 

19 

305 

Rich's 

13.2 

20 

260 

10.9 

15 

219 

11.7 

10.9 

8.6 

25 

383 

3.7 

17 

291 

Walgreen 

13.1 

21 

265 

10.4 

16 

243 

10.9 

8.1 

10.4 

17 

284 

0.1 

28 

408 

Associated  Dry  Gds 

12.3 

22 

313 

9.7 

22 

288 

11.6 

8.9 

6.1 

35 

545 

2.9 

21 

321 

Genesco 

11.9 

23 

333 

8.9 

23 

338 

9.1 

6.4 

10.8 

16 

268 

-6.4 

35 

533 

R  H  Macy 

11.9 

24 

336 

7.1 

29 

446 

10.2 

6.5 

6.4 

33 

520 

5.2 

15 

254     ' 

Broadway-Hale 

11.7 

25 

345 

10.2 

17 

256 

12.4 

8.5 

17.6 

6 

84 

2.3 

23 

337 

Parkview  Gem 

11.3 

26 

365 

9.7 

20 

283 

def. 

def. 

13.7 

11 

155 

P-D 

42 

664 

Marshall  Field 

10.8 

27 

403 

9.7 

20 

283 

9.5 

8.4 

6.9 

31 

497 

-0.3 

29 

422 

Vornado 

10.6 

28 

414 

7.1 

32 

453 

9.3 

6.3 

10.1 

18 

303 

-1.1 

30 

442 

Gimbel  Bros 

10.2 

29 

435 

8.3 

24 

366 

5.4 

4.8 

4.7 

41 

610 

-10.4 

38 

575 

F  W  Woolworth 

9.6 

30 

468 

8.0 

25 

391 

9.4 

7.7 

11.5 

15 

239 

1.2 

25 

381 

Arlan's  Dept  Stores 

9.3 

31 

478 

7.0 

33 

463 

def. 

def. 

7.0 

30 

487 

P-D 

42 

664 

Gamble-Skogmo 

9.3 

32 

484 

4.8 

39 

636 

10:3 

4.4 

13.1 

12 

179 

3.4 

20 

306 

Dayton  Hudson 

9.2 

33 

492 

7.1 

31 

450 

7.6 

6.0 

10.0 

20 

311 

-2.9 

33 

475 

May  Dept  Stores 

a.6 

34 

527 

6.3 

35 

525 

9.0 

6.4 

4.8 

40 

606 

-1.5 

31 

447 

Interstate  Stores 

8.6 

35 

530 

7.6 

27 

415 

0.1 

0.1 

6.3 

34 

532 

-65.6 

41 

663 

6  C  Murphy 

8.1 

2' 

551 

7.5 

28 

420 

7.6 

6.4 

5.4 

38 

577 

0.4 

26 

399 

Carson  Pirie  Scott 

/.6 

il 

S72 

5.8 

36 

567 

4.9 

3.6 

5.6 

36 

569 

-12.7 

39 

593  m 
567  i 

4 

Allied  Stores 

7.5 

38 

583 

5.3 

37 

613 

5.3 

4.0 

4.3 

42 

621 

-9.5 

37 

Marcor 

7.3 

39 

591 

4.2 

41 

655 

7.2 

4.7 

9.8 

23 

321 

17.4 

5 

41   "' 

Goldblatt  Bros 

6.3 

40 

627 

5.2 

38 

617     , 

5.0 

4.4 

5.4 

37 

575 

-6.8 

36 

537 

Peoples  Drug  Stores 

5.3 

41 

4.5 

40 

648 

5.9 

5.0 

6.6 

32 

510 

-4.3 

34 

498 

J  J  Newberry 

4.7 

ii 

4.0 

42 

66,^ 

1.4 

1.4 

3.3 

43 

643 

-24.4 

40 

639 

City  Stores 

3.2 

■5? 

fit:: 

3.0 

43 

681' 

def. 

def. 

1.1 

44 

687 

P-D 

42 

664 

Daylin 

a* 

CO 

19.1 

8.7 

«CE 

0« 

Jack  Eckerd 

ao 

00 

22.2 

16.8 

44.4« 

L        2 

13 

37.6«     1 

7 

Arlen  Realty  &  Oevel 

•  « 

CO 

*« 

«» 

00 

Oft 

J 

Industry  Medians 

12.3 

dstick  calculations  on 

page  92. 

9.7 

10.9 
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1 
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P  0  Profit  to  def 
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of  J.C.  Penney,  the  nation's  second- 
largest  mass  merchandiser,  "Now  that 
we  have  tried  to  stop  this  inflationary 
spiral,  we  think  the  consumer  will 
really  loosen  up."  And  there  was  sol- 
id backing  for  his  optimism.  The  Nix- 
on tax  cut,  effective  Jan.  1,  should 
add  $2  billion  in  consumer  buying 
power.  If  the  high  7.7%  savings  rate 
drops  just  1%,  another  $7.5  billion 
could  go  into  the  spending  stream. 

Many  distributors  even  benefited 
from  the  period  when  the  consumer 
had  begun  to  stuff  his  dollars  under 
the  mattress.  Staggered  by  rising  costs, 
they  had  trimmed  excess  employ- 
ment, brought  inventories  into  better 
balance  with  sales  and  closed  so  many 
older  inefficient  units  that  the  num- 
ber of  retail  stores  declined  for  two 


years  in  a  row.  Thus,  when  volume 
did  come  back,  they  were  ready. 

Car  sales,  of  course,  got  their  own 
special  boost,  but  other  durables  also 
did  well,  with  color-TV  sets  finally 
exceeding  1968's  6-million-sales  rec- 
ord. The  housing  boom  also  had  to 
mean  a  pickup  in  home  furnishings, 
particularly  appliances  and  carpeting. 
As  security  analyst  John  W.  Peel  put 
it:  "Even  Scrooge  himself  couldn't  get 
by  with  just  four  walls." 

The  department  stores  finally  found 
their  way  out  of  the  mini-maxi-skirt 
debate  that  deterred  so  many  wom- 
en from  shopping.  Apparently  what 
the  woman  shopper  wants  are  prac- 
tical clothes  that  emphasize,  not  de- 
tract from,  her  femininity.  The  classic 
look— for  example,  tailored,  lengthened 
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Lucky  Stores 

32.4 

1 

4 

16.2 

54 

23.8 

14.9 

26.8 

3 

36 

18.8 

3 

36 

Fisher  Foods 

25.8 

2 

18 

15.4 

60 

21.9 

10.4 

23.3 

4 

43 

34.6 

1 

10 

Sperry  &  Hutchinson 

22.9 

3 

28 

22.5 

12 

17.3 

16.8 

1.2 

34 

685 

5.3 

17 

250 

Pueblo  International 

22.2 

4 

35 

15.6 

57 

14.9 

9.4 

41.1 

1 

14 

9.6 

11 

142 

E  F  Macdonald 

21.5 

5 

41 

10.2 

14 

252 

6.5 

3.6 

9.4 

21 

334 

-25.1 

29 

640 

Winn-Dixie 

21.5 

5 

41 

20.5 

2 

23 

21.9 

21.7 

11.3 

15 

250 

7.6 

12 

186 

Supermrkts  General 

20.3 

7 

56 

11.6 

9 

172 

16.4 

8.7 

17.9 

7 

77 

9.9 

10 

134 

Cook  United 

18.8 

8 

77 

11.4 

11 

183 

11.0 

6.7 

15.7 

11 

112 

1.4 

21 

373 

Dillon  Companies 

18.4 

9 

82 

13.1 

6 

111 

19.2 

13.7 

21.3 

5 

51 

13.2 

7 

77 

Southland  Corp 

16.8 

10 

107 

9.6 

19 

293 

14.1 

9.1 

19.3 

6 

61 

13.8 

6 

71 

Albertson's 

16.4 

11 

121 

13.0 

7 

112 

15.0 

11.6 

6.0 

28 

556 

2.7 

19 

326 

Giant  Food 

15.6 

12 

146 

11.5 

10 

181 

15.6 

11.5 

17.0 

8 

91 

15.7 

5 

54 

Waldbaum 

15.2 

13 

168 

11.0 

12 

213 

14.7 

10.7 

16.5 

10 

97 

15.9 

4 

53 

Safeway  Stores 

13.8 

14 

234 

12.3 

8 

139 

14.8 

13.2 

10.4 

18 

287 

6.9 

13 

205 

Jewel  Companies 

13.7 

15 

244 

9.2 

20 

319 

12.3 

7.9 

10.3 

19 

296 

5.6 

16 

240 

Fred  Meyer 

12.9 

16 

282 

9.7 

18 

285 

8.2 

6.2 

5.2 

31 

589 

-0.4 

22 

425 

J  Weingarten 

12.7 

17 

294 

10.2 

15 

255 

7.9 

6.1 

11.5 

14 

238 

-1.5 

24 

446 

Colonial  Stores 

12.6 

18 

300 

10.2 

16 

257 

13.0 

10.9 

5.7 

29 

562 

6.0 

15 

229 

Kroger 

12.3 

19 

314 

10.3 

13 

247 

11.1 

9.0 

7.3 

24 

474 

4.7 

18 

268 

Grand  Union 

11.5 

20 

357 

10.0 

17 

267 

10.8 

9.7 

8.1 

22 

411 

6.2 

14 

218 

Stop  &  Shop 

11.4 

21 

360 

6.7 

25 

478 

5.8 

4.3 

10.6 

17 

279 

-6.8 

27 

541 

Baza'r 

10.7 

22 

408 

6.4 

28 

517 

5.8 

4.1 

27.4 

2 

34 

-14.5 

28 

605 

Borman's 

9.9 

23 

452 

8.1 

21 

389 

def. 

def. 

10.9 

16 

264 

PD 

32 

664 

Food  Fair  Stores 

9.2 

24 

491 

6.5 

27 

496 

8.1 

5.4 

9.8 

20 

322 

1.6 

20 

367 

Shop  Rite  Foods 

8.4 

25 

535 

7.0 

23 

456 

1.2 

1.2 

2.5 

33 

663 

-37.6 

31 

658 

InterntI  Basic  Econ 

8.3 

26 

540 

7.0 

24 

463 

4.3 

3.2 

7.1 

25 

483 

-2.5 

25 

467 

Great  Atl  &  Pac  Tea 

7.7 

27 

569 

7.4 

22 

427 

6.3 

6.1 

0.8 

35 

690 

-4.8 

26 

509 

Penn  Fruit 

7.2 

28 

594 

6.0 

30 

547 

9.8 

8.0 

16.8 

9 

94 

31.8 

2 

11 

National  Tea 

7.2 

29 

597 

6.0 

29 

544 

7.3 

5.6 

6.9 

26 

497 

-0.8 

23 

435 

Acme  Markets 

7.1 

30 

600 

6.7 

26 

483 

8.5 

7.2 

8.1 

23 

417 

9.9 

9 

133 

Thriftimart 

5.1 

31 

665 

4.2 

31 

656 

def. 

def. 

-0.1 

36 

697 

P-D 

32 

664 

Allied  Supermarkets 

4.1 

32 

681 

4.1 

32 

660 

def. 

def. 

12.7 

13 

195 

PD 

32 

664 

Bohack 

3.8 

33 

683 

3.3 

33 

676 

def. 

def. 

6.7 

27 

509 

D-D 

35 

707 

Arden-Mayfair 

2.7 

34 

693   . 

2.7 

34 

684 

2.5 

2.5 

3.5 

32 

639 

-28.3      30 

643 

First  Natl  Stores 

1.8 

35 

703 

1.8 

35 

697 

0.4 

0.4 

5.5 

30 

574 

DP 

Great  Scott  Sprmkts 

*« 

•  a 

19.7 

18.4 

13.3tt 

12 

170 

10.4tt    8 

121 

Foodarama  Sprmkts 

** 

•  • 

14.2 

9.9 

•• 

OO 

Industry  Medians    1 2.6 


9.7 


9.8 


7.2       10.4 


3.7 


Note:  Explanation  of  Yardstick  calculations  on  page  92.        ^^Four-year  growth, 
def.— Deficit.        PD  Profit  to  deficit.        D-D  Deficit  to  deficit. 


"Not  available;  not  ranked. 


skirts  with  slits  and  short  skirts  with 
pleats  and  colorful  blazers— led  to  a 
spectacular  recovery  in  women's  ap- 
parel. And  once  into  the  store  for  a 
dress  or  skirt,  why  stop  at  that? 

Who  took  advantage  of  the  turn- 
around? Notably,  the  giant  merchan- 
disers who  have  held  up  better  and 
grown  faster  than  many  o\erpromot- 
ed  retailing  conglomerates  or  special- 
ty outfits. 

Avon  Products  could  still  boast  an 
average  five-year  return  on  equity  of 
over  40%,  and  there  was  more  to  it 
than  the  thousands  of  doorbell- 
ringing  Avon  ladies.  Like  most  of 
the  great  retailing  successes,  Avon 
gave  something  of  value  to  its  cus- 


tomers. Whatever  their  husbands 
might  think,  housewives  themselves 
liked  the  attractively  packaged  cos- 
metics. Hence  Avon  enjoyed  another 
record  year  in  a  mixed  economy 
where  gains  were  hard  to  come  by. 

Discount  retailer  S.S.  Kresge  main- 
tained its  amazing  record,  unmatched 
by  any  other  distributor  its  size,  of 
20%-plus  annual  increases  in  sales 
and  per-share  earnings  over  the  last 
five  years.  As  its  sales  approached 
$3  billion,  Kresge  was  making  over 
18%  on  equity  last  year,  better  than 
all  but  six  retailers. 

Melville  Shoe  President  Francis 
Rooney  also  came  up  with  another 
record   year   in    1971    while   opening 


around  350  new  shoe  and  apparel 
stores.  He  continues  to  have  one  of 
the  rare  companies  where  earnings 
rise  over  15%  annually  and  nearly 
match  sales  gains.  Largely  through  in- 
ternal growth,  Rooney  has  built  the 
kind  of  synergistic  merchandising  or- 
ganization that  Genesco  and  Rapid 
American  merely  boasted  they  would 
create  Irom  acquisitions. 

The  growth  of  consumerism  has,  if 
anything,  actually  helped  those  com- 
pariies  with  a  reputation  for  giving 
value.  Sears,  Roebuck  just  racked  up 
its  12th  year  of  record  earnings  on 
sales  approaching  $10  billion.  J.C. 
Penney  also  set  new  records,  perhaps 
for  very   similar  reasons.   "We   don't 
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Industry 

Companies 
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Industry 

Companies 

Percent 

Industry 

Companies 

Maione  &  Hyde 

19.3 

1 

72 

15.0 

3 

67 

18.3 

15.6 

12.8 

14 

191 

13.5 

7 

74 

Amer  Beef  Packers 

19.3* 

2 

73 

16.51: 

1 

50 

2.6 

2.6 

64.7tt      1 

1 

D-P 

Wetterau  Foods 

18.9 

3 

76 

15.3 

2 

62 

17.8 

15.5 

17.4 

7 

87 

12.4 

8 

87 

Great  Westrn  United 

18.lt 

4 

88 

11.0 

16 

217 

10.9 

7.4 

-1.0 

35 

701 

10.7 

13 

117 

Greyhound 

16.7 

5 

111 

12.1 

11 

153 

16.0 

8.4 

36.8 

2 

19 

3.5 

18 

298 

Scot  Lad  Foods 

16.6 

6 

115 

10.7 

18 

228 

17.0 

11.6 

15.0 

10 

131 

12.1 

9 

91 

Senfomation 

16.4 

7 

120 

12.1 

10 

152 

12.1 

9.2 

12.9 

13 

185 

2.1 

22 

344 

ARA  Services 

16.2 

8 

126 

10.8 

17 

225 

15.0 

10.6 

16.9 

8 

93 

10.8 

12 

112 

Super  Valu  Stores 

15.8 

9 

138 

12.1 

9 

150 

15.6 

12.0 

8.4 

19 

394 

4.5 

17 

272 

Oscar  Mayer 

15.6 

10 

143 

14.3 

6 

80 

22.0 

17.6 

13.1 

12 

181 

23.5 

3 

20 

Needham  Packing 

15.4 

11 

155 

12.2 

8 

147 

19.7 

13.4 

9.4 

17 

339 

14.1 

6 

70 

Foremost-McKesson 

15.3 

12 

160 

8.6 

22 

357 

13.7 

7.7 

5.3 

27 

580 

1.6 

24 

364 

Geo  A  Hormel 

15.2 

13 

169 

14.5 

4 

74 

20.1 

19.7 

6.8 

26 

504 

24.9 

1 

16 

Spencer  Foods 

14.8 

14 

185 

11.0 

14 

210 

def. 

def. 

11.1 

16 

259 

P-D 

32 

664 

Fleming 

14.6 

15 

190 

12.4 

7 

132 

13.1 

10.8 

8.8 

18 

367 

2.1 

21 

341 

Missouri  Beef  Packer 

14.3 

16 

203 

14.3 

5 

78 

9.6 

7.0 

35.4 

3 

20 

DP 

Iowa  Beef  Processors 

14.2 

17 

209 

9.5 

20 

299 

5.7 

4.4 

18.1 

5 

71 

-12.0 

28 

586 

Conagra 

14.0 

18 

226 

9.9 

19 

271 

8.1 

6.2 

17.7 

6 

81 

1.6 

25 

365 

Flickinger 

13.3 

19 

257 

11.8 

13 

165 

12.3 

11.4 

13.2 

11 

173 

17.2 

5 

43 

Amer  Hosp  Supply 

13.2 

20 

260 

12.0 

12 

157 

9.1 

8.6 

18.9 

4 

66 

11.1 

11 

108 

Hygrade  Food  Prods 

12.9 

21 

278 

8.4 

23 

362 

32.5 

18.6 

-5.4 

36 

715 

DP 

Univ  Leaf  Tobac 

11.3 

22 

365 

11.0 

14 

210 

10.7 

10.1 

4.7 

30 

608 

3.0 

20 

317 

Central  Soya 

11.0 

23 

384 

9.0 

21 

334 

11.2 

9.0 

7.6 

23 

454 

3.2 

19 

313 

Super  Food  Services 

9.9 

24 

449 

6.7 

28 

481 

13.7 

9.1 

4.3 

31 

619 

8.8 

14 

158 

PacGmble  Robinson 

9.3 

25 

478 

8.1 

25 

383 

12.0 

10.6 

5.0 

29 

600 

18.7 

4 

37 

DiGiorgio 

8.8 

26 

513 

6.2 

31 

526 

9.2 

6.1 

7.7 

21 

445 

2.0 

23 

351 

Allied  Mills 

8.7 

27 

518 

8.2 

24 

375 

2.4 

2.2 

15.1 

9 

126 

-17.0 

30 

615 

Rath  Packing 

8.2 

28 

547 

5.4 

33 

599 

32.1 

16.1 

0.8 

34 

689 

DP 

Federal  Company 

8.1 

29 

552 

7.7 

26 

409 

2.9 

2.8 

7.0 

24 

484 

-15.3 

29 

610 

InternatI  Multifoods 

8.0 

30 

561 

6.0 

32 

545 

9.2 

6.4 

5.1 

28 

592 

6.0 

16 

225 

VWR  United 

7.8 

31 

564 

6.6 

30 

487 

6.0 

5.2 

7.6 

22 

449 

-3.7 

26 

490 

A  E  Staley  Mfg 

7.3 

32 

591 

6.9 

27 

466 

5.3 

4.7 

6.8 

25 

502 

-10.9 

27 

583 

Bergen  Brunswig 

7.0t 

33 

603 

6.7t 

29 

483 

3.5 

3.5 

7.7tt    20 

444 

-32.3t1 

r  31 

653 

Swift 

6.7 

34 

616 

5.3 

34 

614 

8.9 

6.0 

1.1 

33 

687 

8.4 

15 

165 

Archer-Daniels-Mid 

6.1 

35 

640 

5.2 

35 

627 

10.8 

8.2 

12.7 

15 

196 

24.4 

2 

18 

Anderson,  Clayton 

5.5 

36 

655 

4.7 

36 

641 

7.5 

6.4 

3.5 

32 

636 

11.9 

10 

95 

General  Host 

•  e 

00 

«4 

•• 

00 

oo 

Peter  Eckrich&  Sons 

e* 

00 

«* 

00 

oo 

•• 

Industry  Medious 

13.7 

10.3 

11.1 

8.5 

8.6 

5.3 

Note:  Explination  ot  Yardstick  calculations 

on  page  92. 
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Slit  skirts  and  the  classic 
look  helped  to  lure  women 
back  to  the  store  in  droves. 


Why  do  Kresge's  K  maris  con- 
tinue to  flourish?  Each  one 
is  identical,  which  helps  in 
training  and  shifting  manage- 
ment. Aggressive  promotion 
and  low  prices  help  even 
more  when  the  economy  is 
off.  And  finally,  K  marts  enjoy 
a  considerably  faster  inven- 
tory turnover  rate  than 
that   of   their   competitors. 


just  say  we  put  emphasis  on  the  qual- 
ity of  our  products,"  says  Penney's 
President  Wright,  "we  do  it.  We  show 
up  better  than  others  when  things  are 
slow.  W'hen  the  Boeing  cutbacks  came 
in  Seattle  with  that  high  unemploy- 
ment, our  stores  held  their  volume." 

Value,  not  just  price.  Could  that 
be  why  most  of  the  pioneer  discount- 
ers have  run  into  profit  problems? 
Ironically,  latecomer  Kresge  with  its 
K  marts  is  the  nation's  largest  dis- 
counter. By  contrast,  Korvettes,  now 
part  of  Arlen  Realty  &  Development, 
has  been  a  disappointment,  while 
discount  pioneer  Interstate  Stores  is 
still  hurting.  Clearly,  it  takes  some- 
thing besides  low  prices  to  keep  vol- 
ume profitable.  Too  many  discount 
stores  seem  to  have  not  only  lower 
prices  but  lower  efficiency,  too. 

The  department  stores  followed  the 
big  chains'  pattern.  Federated,  after 
a  tiny  4.5%  dip  in  1970,  was  setting 
earnings  records  again,  with  its  Christ- 
mas business  11%  ahead  of  1970.  But 
Federated  in  a  poor  year  outperforms 
Macy  in  a  good  one,  just  as  Macy 
outranks  Gimbel's  and  Allied. 

It  was,  on  the  whole,  a  more  diffi- 
cult year  for  the  food  retailers:  A&P's 
earnings  have  sagged  again  for  the 
second  year  in  succession,  and  Stop 
&  Shop  went  into  the  red  for  the  first 
lialf  because  of  disrupted  distribution 
loUowing  a  warehouse  fire. 

Discounting  has  continued  to  re- 
place trading  stamps  as  the  major 
competitive  weapon  in  many  parts  of 
the  country.  Said  President  William 
Mitchell  of  Safeway,  which  again  set 
earnings  records  last  year,  "We're  on 
a  discount  program  with  80%  of  our 
stores.  Sales  have  been  buoyant,  and  I 
see  no  drastic  change  for  1972.  How- 
ever, we  operate  on  a  very  narrow 
margin  and  there  is  no  room  in  our 
industry  for  cost  absorption." 

Was  Safeway  just  lucky  in  its  con- 
centration on  the  booming  West 
Coast?  Hardly.  For  one  thing,  the 
West  Coast  wasn't  booming  very  loud 
ly  anymore,  as  California's  in-migra- 
tion  has  all  but  ceased.  And  west  coast 
companies  like  Arden-Mayfair,  beset 
by  years  of  internal  strife  and  manage- 
ment changes,  show  the  wretclied  re- 
sults one  might  expect. 

The  contrast  of  success  and  failure 
in  the  same  areas  in  the  same  year 
merely  emphasizes  once  more  the 
overriding  importance  of  good  man- 
agement. Those  distributors  who  have 
it  are  continuing  to  make  a  lot  of  mon- 
ey. For,  as  David  Mahoney,  chairman 
of  Norton  Simon,  says,  "The  world  has 
belonged  to  the  man  who  can  pack- 
age, promote  and  distribute  his  prod- 
uct dramatically  ever  since  Moses 
stepped  down  from  the  mountain  with 
the  stone  tablets."  ■ 


The  Money  Men 
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(Continued  from  page  90) 
treble  its  price  when  it  doubles  its 
earnings;  the  market,  assuming  the 
rising  trend  will  continue,  puts  a 
premium  on  the  stock.  In  Graham's 
view,  the  market  should  regard 
the  gain  rather  more  skeptically: 
At  most  the  stock  should  double— 
or  maybe  not  even  that  until  such 
time  as  the  earnings  gains  look 
reasonably  permanent.  "The  mar- 
ket's viewpoint  in  these  things  can 
be  quite  volatile,"  he  says. 

Indeed  it  can.  Recently  Wm. 
Wrigley  stock  dropped  some  $60 
million,  or  19%,  in  one  day,  when 
Wall  Street  chose  to  be  disappoint- 
ed with  a  20%  gain  in  earnings. 

In  spite  of  the  rough  bear  mar- 
kets of  recent  years,  Graham  is  by 
no  means  convinced  that  the  worst 
is  over.  It  won't  be,  he  says,  until 
"price  movements  are  justified  by 
objective  views  of  some  kind  and 
not  simply  by  pure  enthusiasm  or 
obstinacy.  The  extraordinary  recov- 
ery the  market  made  from  its  1970 
low  indicates  that  there  has  been 
no  real  impairment  in  the  public's 
enthusiasm  for  stocks  that  seem  to 
be  moving  best." 

But  the  old  game  of  preniiums- 
for-growth  isn't  producing  results, 
he  says,  and  so,  its  days  are  num- 
bered. "I  don't  think  tradeis,  and 
that  includes  the  institutions,  will 
maintain  forever  a  stock  market 
psychology  that  turns  out  to  be 
relatively  unprofitable. 

"Take  I15M  again.  It  sold  at  350 
in  1968  and  now  is  about  335. 
With  a  dividend  return  of  under 
2%,  that  means  its  shareholders  got 
virtually  no  net  return  on  their 
money.  Tliey  become  dependent  on 
a  market  advance  to  justify  the 
price  they  paid— but  it  should  be 
the  other  way  around." 

In  all  this,  Graham  is  not  pre- 
dicting "another  1929"  or  "500  on 
the  Dow"  or  anything  rash  like 
that.  But  he  does  see  ahead  a  repe- 
tition of  the  wild  swings  of  the 
past  few  years. 

There  it  is,  Ben  Graham  up- 
dated, and  it's  not  a  very  optimistic 
message.  But  it's  sober  and  hard- 
headed  and  realistic  and  maybe 
more  in  tune  with  the  new  mood 
in  America.  When  you  think  about 
it,  a  really  rip-roaring  stock  market 
would  seem  terribly  out  of  place  in 
a  nation  which  is  questioning  its 
basic  values  and  in  a  world  where 
the  once  almighty  dollar  cowers 
before  the  once-despised  yen.   ■ 
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ARE 


NO-LOAD 

FUNDS 
A  BARGAIN 


From  the- standpoint  of  getting  your  dollars 
worth,  FundScope,  the  monthly  mutual  fund 
magazine,  compares  BUYING  COST  (sales 
commission)  with  PERFORMANCE  RESULTS 
and  comes  up  with  very  significant  data.  At  a 
glance  you  can  see  the  top  performers  for 
Growth,  for  Income,  for  Stability.  You'll  see 
exactly  how  the  5  top  No-Loads  compare  with 
the  5  top  Load  funds  for  various  significant 
periods. 

Packed  with  factual  data,  FundScope's  exclu- 
sive January  report  reveals  which  No-Loads 
are  a  "bargain"  and  which  are  "expensive." 
Learn  how  to  avoid  "hidden  costs"  and  make 
a  purchase  of  mutual  funds  a  bargain  . . .  not 
false  economy. 

SPECIAL  OFFER:  (new  trial  subscribers  only). 
Send  just  $17  for  a  3-month  trial  subscription 
to  FundScope  beginning  with  the  January  No- 
Load  vs.  Load-Fund  Issue.  PLUS  — 4  big 
bonuses  including  the  484-page  April  1971 
Mutual  Fund  Guide,  the  new  Bible  of  the  fund 
industry  with  all  the  vital  information  you  need 
on  456  funds.  (GUIDE  ALONE  SELLS  FOR  $15) 

ACT  NOW:  Mail  your  $17  today,  or  if  you  prefer 
the  above  offer  with  a  money-saving  14-month 
subscription,  send  $50.00  (10  day  returnable 
guarantee).  Include  ZIP.  No  salesman  will  call. 
Not  available  on  newsstands. 

FundScope,  Dept.  F-25,  Suite  700 
1900  Avenue  of  the  Stars 
Los  Angeles,  Cal.  90067 


giiiiiiiiiiiiiiiiiiiiiiiiiiiiiiisiiiiuiiiiiiniiiiiiiiiiiiiiiiiuiiiiiiiiiiiiiiuiiiiiiiiiiiiiiiiiiiiiiimiiiiiiiiiiuiiiii'^ 


CONSOLIDATED 

NATURAL  GAS 

COMPANY 

30  Rockefeller  Plaza 
New  York,  N.Y  10020 

Notice  of 
Increased  Dividend 

The  board  of  directors  has 
this  day  declared  Dividend  No. 
96,  a  regular  quarterly  dividend 
of  Forty-Eight  and  Three-Quar- 
ter  Cents  (483/40)  per  share 
on  the  capital  stock  of  the  Com- 
pany, payable  February  IS, 
1972,  to  stockholders  of  record 
at  the  close  of  business  January 
14,  1972. 

This  quarterly  dividend  rep- 
resents an  increase  of  lYtt  per 
share  or  3.7%  over  the  previ- 
ous rate  of  47(f.  The  increase  is 
within  the  4%  Federal  guide- 
line for  dividend  increases. 

The  new  payment  will  mark 
the  seventh  consecutive  year  of 
increased  dividends. 

Robert  R.  Copp,  Secretary 

December  15,  1971 
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The  Funds 


A  Gift  from  St.  Nick 


Those  fund  managers  who 
stopped  believing  in  Santa  Claus 
in  the  last  few  years  may  become 
believers  again.  In  early  December 
they  got  a  gift  that  should  cheer 
the  gloomiest  money  man. 

The  holiday  package  unexpect- 
edly came  from  the  White  House. 
The  Administration  told  Congress 
it  wants  the  tax  laws  revised  so 
that  workers  can  take  tax  deduc- 
tions on  money  they  set  aside  for 
retirement  savings.  Under  the  plan 
a  salaried  worker  could  put  aside 
20%  of  his  pretax  salary,  up  to  a 
limit  of  $1,500,  and  claim  a  tax 
deduction.  For  a  $7,500-a-year  em- 
ployee in  the  20%  bracket  it  could 
mean  a  tax  .savings  of  about  $300 
a  year.  For  one  making  $15,000  it 
could  mean  a  tax  break  of  $405. 

Where  the  mutual  funds  come 
in,  of  course,  is  that  along  with 
banks,  savings  &  loan  and  insur- 
ance companies,  they  will  be  in 
pitching  for  what  could  be  an  enor- 
mous bundle  of  money.  The  Trea- 
sury Department  has  estimated  that 
about  14  million  wage  earners 
might  take  advantage  of  the  bill. 
But  most  of  those  are  already  en- 
rolled in  pension  or  profit-sharing 
plans;  and  William  D.  Halverstadt, 
director  of  Pension  and  Profit  Shar- 
ing Sales  for  big  Investors  Diversi- 
fied Services,  estimates  that  rough- 
ly half  the  near  80  million  work 
force  isn't  covered  by  any  regular 
savings  or  pension  plan.  "Some  of 
those  40  million,"  he  says,  "will  put 
in  zero  dollars,  obviously.  Some 
will  put  in  the  full  $1,500.  I'll 
wager  the  average  of  the  40  mil- 
lion people  will  put  in  somewhere 
between  $100  and  $1,000  bucks. 
At  $100,  you  are  talking  about  $4 
billion  annually.  At  $1,000,  it's  $40 
billion."  Of  course,  people  have  to 
know  and  act  on  the  shelter.  Hal- 
verstadt now  plans  to  spend  a  lot 
of  time  figuring  out  how  to  get 
some  of  that  money  for  IDS. 

One  thing  that  worries  the  fund 
industry  is  tliat  it  has  always  had 
trouble  making  money  off  the  in- 
vestor who  puts  aside  a  small 
amount  of  money  in  each  month. 
"One  hundred  dollars  [a  month] 
isn't  too  bad,"  says  David  A.  Hugh- 
ey,  a  senior  vice  president  of  Put- 
nam Management  Co.,  Inc.  "But 
once  you  begin  to  get  down  to 
small    dollar    amounts— below    $25 


—you  run  into  some  rather  high 
costs."  One  cost  is  sending  out  con- 
firmation slips  on  every  shareholder 
deposit.  On  a  weekly  payroll  that 
might  amount  to  52  a  year,  an 
impossible  number.  Hughey  would 
like  to  see  the  SEC  permit  a  fund 
to  send  out  a  periodic  statement. 
Otherwise,  he  fears,  the  mutual 
funds  may  be  squeezed  out  "by  the 
banks,  who  don't  have  to  meet  the 
same  type  of  requirements  we  do." 

George  J.  Vollkommer,  an  assis- 
tant vice  president  at  CNA  Inves- 
tor Services,  Inc.,  sees  similar  cost 
problems  for  the  funds.  "When 
you  think  of  a  mutual  fund  sales- 
man, he's  the  fellow  selling  fund 
shares  at  $10,000  a  crack."  For 
that  he  might  earn  half  the  av- 
erage 8%  commission— $400.  Says 
Vollkommer:  "Now,  we  are  look- 
ing at  the  dilemma  of  how  we  can 
bring  $50-a-month  and  $25-a- 
month  accounts  into  the  street."  In 
short,  Vollkommer  wonders  how 
salesmen  can  be  motivated  to  go 
after  millions  of  small-fry  accounts. 

One  likely  solution  is  to  enlist 
company  managements  to,  in  ef- 
fect, sell  the  savings  program.  By 
explaining  the  tax  advantages  and 
by  offering  a  payroll  tax  deduction 
scheme,  companies  could  easily  do 
much  of  the  selling  job  to  their  own 
employees,  many  of  whom  simply 
don't  understand  tax  shelters. 

Of  course,  that  would  still  leave 
it  up  to  the  employee  to  decide 
whether  he  wanted  to  trust  his 
money  to  a  bank,  an  insurance 
company  or  a  mutual  fund.  And 
the  way  things  have  been  going 
lately  for  the  fund  industry,  they 
would  probably  come  in  last. 

So  President  Nixon's  tax  pack- 
age is  not  going  to  mean  instant 
riches  for  the  fund  industry.  Still, 
it  is  a  nice  present.  After  a  couple 
of  years  of  empty  stockings,  any- 
thing is  appreciated. 
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Cross  of  Gold 


The  devaluation  was  bad  news 
for  one  group  of  mutual  fund  in- 
\estors.  For  much  of  the  past  five 
years,  shareholders  of  American 
South  African  Investment  Co.,  Ltd. 
(assets:  $72  million)  have  been 
buying  ASA  on  a  dream:  Devalua- 
tion would  lead  to  a  sharp  rise  in 
the  official  price  of  gold,  possibly 
even  a  doubling  or  tripling.  In- 
stead, the  8.57%  devaluation  only 
increases  it  from  S35  an  ounce  to  a 
mere  S38,  instead  of  the  S70  or 
more  some  had  hoped  for. 

American  South  African  Invest- 
ment Co.,  set  up  in  1958  by  the 
late  Charles  Engelhard  of  Engel- 
hard Minerals  &  Chemicals  to  in- 
\est  in  South  African  mining  com- 
panies, is  one  of  the  easiest  ways 
for  Americans  to  speculate  on  gold 
prices.  Owning  gold  outright  for 
speculation  is  illegal  in  the  U.S. 
And  there  are  relatively  few  U.S. 
gold  mining  companies.  As  a  re- 
sult, ASA  has  been  one  of  the  few 
U.S.  closed-end  investment  compa- 
nies that  generally  sold  at  a  pre- 
mium over  net  asset  value.  In  1968 
it  sold  as  high  as  130%  premium. 
As  late  as  mid-December  it  was 
still  selling  at  a  20%  premium. 

So  how  have  ASA's  shareholders 
fared,  when  the  shaky  structure  of 
the  world's  currencies  should  have 
made  gold  attractive?  Poorly.  As- 
sume that  a  farsighted  investor 
bought  in  between  40  and  50  dur- 
ing the  late  summer  or  early  fall 
of  1967  when  the  currency  crisis 
was  but  a  small  cloud  on  the  hori- 
zon no  bigger  than  a  man's  hand. 
He  would  have  done  well— for  a 
while— as  AS.\'s  shares  were  bid 
up  to  a  peak  of  82  in  1968. 

But  the  shares  have  slid  off 
steadily  ever  since,  falling  after 
devaluation  to  34,  or  less  than 
even  a  farsighted  investor  would 
have  paid.  And  he  would  have  had 
little  yield  cushion  in  the  mean- 
time: The  yield  on  ASA's  shares 
has  yet  to  reach  3%. 

Meanwhile,  ASA's  net  asset  val- 
ue has  slid  from  S35  to  $30.  Why? 
Because  gold  mining,  without  a 
big  increase  in  the  price  of  gold, 
is  a  hard  way  to  make  a  buck. 

Perhaps  that  is  why  ASA's  di- 
rectors have  themselves  shown  no 
great  enthusiasm  for  the  fund. 
Among  them,  the  ten  eligible  direc- 
tors own  just  1,500  shares.  ■ 


WHAT  WILL  IT  COST  YOU  TO 
BUILD  AN  INDUSTRIAL  BUILDING 
IN  THE  SOUTHEAST?  FIND  OUT. 

Send  for  our  new  brochure  on  current  construction  costs  in  the  six 
states  we  serve:  Virginia,  North  Carolina,  South  Carolina,  Georgia,  Alabama 
and  Florida. 

Included  are  illustrations  and  construction  data  on  20  different 
recendy  completed  buildings  in  the  region,  ranging  in  cost  from  $2.25  to 
$11.80  per  square  foot.  So  write  us  and  get  a  line  on  what  it  might  cost  you  to 
build  in  the  Southeast. 

Whatever  your  expansion  plans  in  the  Southeast  call  for,  we  believe 
you'll  find  no  other  single  source  as  knowledgeable  as  we  are  about  the  area's 
facts,  figures  and  sites. 

For  your  copy  of  Construction  and  Cost  Data  in  the     tfMjf 
Southeast,  or  for  site  data  information  write:  J.  R.  LeGrand,       mwm 
Assistant  Vice  President,  Industrial  Development,  Dept.  C, 
Seaboard  Coast  Line  Railroad,  Jacksonville,  Florida  32202. 


SfABOAHD 
COAST  UNB 
RAILROAD 
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dividend  notice 


IMIDDLE  SOUTH  UTILITIES,  INC. 

The  Board  of  Directors  has  this  day  declared  a  dividend  of  2&V2<t 
per  share  on  the  Common  Stock,  an  increase  of  M  per  share, 
payable  January  3,  1972,  to  stockholders  of  record  at  the  close 
of  business  December  14,  1971 . 

I  JAMES  E.  AMMON 
December  3, 1971       |  j,^^^^,^,  ^^  Secretary 

THE  MIDDLE  SOUTH  UTILITIES  SYSTEM 

Arkansas  Power  &  Light  Company   Louisiana  Power  &  Light  Company 

Arkansas-Missouri  Power  Company  IVIississippi  Power  &  Light  Company 

New  Orleans  Public  Service  Inc. 
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Merrill  Lynch  announces 

a  new  way  to  rate  your 

pension  fund  portfolio  performance. 

(Maybe  it's  a  lot  better  than  you  think.) 


We've  come  up  with  a  new  way  to  mea- 
sure investment  risk.  This  service  is 
called  Performance  Measurement. 

It  can  tell  you  how  volatile  your 
portfolio  is,  compared  with  the  S&P  500. 

For  example,  we  might  find  that 
your  portfolio  has  a  volatility  of  1.50. 
Meaning  that  it  has  tended  to  jump  50 
percent  higher  than  the  S&P  in  bull 
markets.  And  drop  50  percent  lower  in 
bear  markets. 

In  other  words.  Performance  Mea- 
surement tells  you  how  much  you  can 
expect  a  change  in  the  market  to  affect 
the  value  of  your  fund— assuming  your 
manager  does  nothing. 

This  gives  you  a  benchmark.  An 
expected  level  of  performance  you  can 
match  against  your  fund's  actual  per- 
formance. 

The  difference  between  the  ex- 
pected return  and  the  actual  return  rep- 
resents your  manager's  contribution. 

The  mind-changer 

Knowing  your  volatility  rating  can  make 
a  big  difference  in  how  you  rate  your 
manager. 

For  example,  suppose  the  S&P 
drops  20  percent  over  a  year's  time.  If 
your  portfolio  drops  25  percent,  you 
might  think  your  manager  has  done  a 
bad  job  (because  your  portfolio  is  down 
5  percent  more  than  the  market). 

But  if  you  knew  your  volatility  was 
pegged  at  1.50,  you'd  think  differently. 
Because  without  management,  you'd 
have  expected  your  portfolio  to  drop  30 
percent  (1.50x20%  =  30';:-).  So  the  5  per- 
cent difference  must  have  come  from 
good  management. 

The  moral:  price  action  alone  doesn't 
tell  you  much  about  performance.  You 


have  to  look  at  the  return  earned  in  re- 
lation to  the  risk  taken. 

Better  targets,  better  control 

Performance  Measurement  would  be  a 
good  thing  even  if  all  it  did  was  help  you 
rate  your  manager.  But  it  does  more. 

It  tells  you  if  your  manager  has  been 
taking  more  or  less  risk  than  you  want 
him  to. 

And  it  gives  you  a  better  way  to  state 
your  objectives.  As  it  is  now,  most  com- 
panies settle  for  a  verbal  statement  of 
the  risks  they're  willing  to  accept. 

But  words  just  aren't  clear  enough. 

We  learned  that  from  a  recent  study 
of  146  mutual  funds. We  found  that  some 
"income"  funds  were  in  fact  a  lot  more 
volatile  than  some  "growth"  funds. 

Performance  Measurement  clears 
up  the  fuzziness  by  letting  you  express 
your  objectives  with  the  help  of  a  mean- 
ingful, risk-related  number. 

Your  manager  gets  a  better  target. 
You  get  better  control. 

Another  good  thing  about  Perform- 
ance Measurement  is  the  time-weighted 
rate  of  return.  Which  means  that  we 
eliminate  distortions  caused  by  varia- 
tions in  the  fund's  inflow  and  outflow  of 
cash.  This  is  generally  accepted  as  one 
of  the  best  ways  to  measure  return  when 
you  want  to  judge  pei-formance. 

How  to  get  more  information 

If  you'd  like  to  find  out  more  about 
Performance  Measurement,  just  call 
Norman  M.  Tonkin,  Vice  President  and 
Manager  of  our  Corporation  Services 
Department.  Phone  (212)248-4225  or 
944-1212.  Or  write  to  him  at  Merrill 
Lynch,  Pierce,  Fenner  &  Smith  Inc., 
70  Pine  Street,  New  York,  N.  Y.  10005. 


Merrill  Lynch  Services  for  Management 


The  Forbes  Index 


Composed  of  the  followirig: 
PtoducVon 

•  How  much  are  v»e  producing'>  iFederal  Re- 
serve Board  Index  o>  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering' 
(Dept.  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ol 


Commerce  privately  owned  housing  starts) 
Consumptiott 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt'  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services'  ^Oepf.  ol  Commerce 


SEPT 125.4 

OCT 122.0 

NOV 119.5 

DEC 119.6 

JAN 122.2 

FEB 125.1 

MAR 128.7 

APR 132.8 

MAY    135.5 

JUNE 136.6 

JULY  137.5 

AUG 140.3 

SEPT 142.9 

OCT.  (PreL)    143.5 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ot  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L  0.  Hooper 


^**v 


A  Clutter  Of  Influences 


A  CONTEMPORARY  Writer,  who  has 
been  scribbling  almost  as  long  as  I 
have,  remarked  the  other  day  that  he 
had  never  expected  to  face  a  year  like 
1972  "where  the  variables  vastly  out- 
number the  constants  and  the  im- 
ponderables are  so  numerous."  That 
is  an  excellent  statement. 

The  outlook  is  all  cluttered  up  with 
economic,  political,  military  and  psy- 
chological factors;  and  it  is  difficult  to 
guess  which  way  many  dynamic  fac- 
tors are  going  to  jump.  Quick  victory 
or  a  long  war  in  the  Asian  subconti- 
nent? War,  or  peace,  or  neither  in  the 
Mideast?  Phase  2— success  or  failure? 
Controlled  inflation,  more  inflation,  or 
deflation?  Successful  stabilization  of 
foreign  exchanges  or  more  too-wide 
fluctuations  in  the  future?  Business 
recovery  or  more  deterioration  tend- 
ing toward  depression  in  Germany 
and  Japan?  Overseas  investment  in 
America,  or  disinvestment?  Lower  in- 
terest rates  at  home,  or  higher  interest 
rates?  WTiich  way  will  the  November 
election  go?  Has  the  bear  market  in 
stocks  been  reversed,  or  will  we  have 
more  of  it  after  this  technical  rally? 
WiU  computer-oriented  bank  estimates 

Mr.  Hooper  is  associated  with  tlie  New  York  Stock 
Excliange  firm  of  W.  E.  Hutton  &  Co. 


of  1972  earnings  increases  of  10%  to 
20%  be  right,  or  will  the  views  of  older 
analysts  that  5%  or  less  is  more  logical 
turn  out  to  be  right?  And  I'll  bet  you 
a  wooden  nickel  against  a  Coca-Cola 
that  some  new  major  influences  will 
develop  during  the  year  that  are  not 
mentioned  or  thought  of  now. 

5ince  the  stock  market  has  just  end- 
ed the  third  consecutive  year  in  which 
it  has  been  getting  nowhere,  on  the 
law  of  averages  we  should  not  be  sur- 
prised if  it  really  goes  somewhere  in 
1972.  But  perhaps  the  law  of  aver- 
ages won't  count  till  after  the  election. 

It  seems  to  me  that  we  have  learned 
to  live  with  uncertainty  and  confusion, 
with  exceedingly  mixed  trends,  with 
ever-increasing  taxes  and  government 
regulation,  and  with  considerable  in- 
stitutional recklessness  in  the  handling 
of  other  people's  money.  We  have  also 
learned  to  expect  periodic  exposure 
of  speculative  follies  in  overpopular 
stocks.  The  investing  public  has  de- 
veloped a  tough  hide  for  those  periods 
when  it  is  whipped  by  unpleasant 
facts  and  disclosures.  This  may  not  be 
bullish,  but  it  is  antibearish.  And  there 
will  be  times  in  1972  when  we  prob- 
ably will  need  some  antibearish  reac- 
tions to  assimilate  bearish  facts. 


Well,  it's  the  function  of  this  col- 
umn to  have  opinions  and  share  them 
with  the  reader.  First,  let's  outline 
some  opinions  which  look  easy.  One 
is  that  1972  will  be  a  year  of  confu- 
sion in  the  stock  market.  There  will  be 
some  vigorous  movements  in  both  di- 
rections, and  some  of  these  vigorous 
movements  will  be  abortive  rather 
than  lasting.  Be  reluctant  to  believe 
everything  you  see  this  year  in  stock 
market  movements.  Second,  neither 
the  dire  predictions  of  the  pessimists 
nor  the  wild  optimism  of  the  bulls  is 
likely  to  be  justified.  My  guess  is  that 
the  DJ  industrials  will  not  go  through 
1000  or  below  700.  Third,  I  think 
most  investors  will  be  more  comfort- 
able if  they  own  a  larger-than-normal 
percentage  of  bonds  and  a  smaller- 
than-normal  percentage  of  stocks;  but 
I  hasten  to  add  that  this  policy  may 
not  be  any  more  profitable  than  a 
braver  approach.  Still,  I  like  to  be 
comfortable  even  if  I  don't  make  quite 
as  much  money  temporarily. 

Most  of  the  time  I  don't  pay  much 
attention  to  charts.  I  have  even  been 
crude  enough  to  ridicule  them  as  the 
legerdemain  of  common  stock  philos- 
ophy. However,  when  I  encounter  too 
much  confusion  and  too  many  con- 
flicting and  interacting  influences,  I 
often  look  at  the  charts  for  possible 
guidance,  although  maintaining  my 
prejudiced  suspicion.  Right  now  the 
chart  of  the  DJI  intrigues  me.  You 
will  remember  that  the  November  in- 
traday  low  was  about  791,  which  is 
just  about  the  top  of  an  impressive 
historic  "demand  area"  bound  roughly 
by  740  and  790.  There  also  is  enough 
congestion  between  890  and  930  to 
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^  Spe&al  liitM(loetofn  JMOffett 

Value  Line  for  the  next 

three  months  for 

only  75 


^ 


(REGULAR 
RATEM9) 


RESTRICTION: 

This  offer  is  limited  to  one  individual  in  a  household  that  has  not 
already  had  a  subscription  to  the  VALUE  LINE  INVESTMENT  SURVEY. 
See  for  yourself  how  Value  Line's  investment  advisory  service,  though 
not  "free  of  charge,"  might  help  you  to  maximize  your  investment 
profit  possibilities  and  reduce  your  investment  risk. 
REASONS  FOR  THIS  OFFER: 

Value  Line  offers  its  service  on  a  three-month  trial  basis  at  half  the 
regular  rate  to  new  trial  subscribers  only  because  we  have  found  that 
a  high  percentage  of  those  who  once  try  Value  Line  for  a  period  of 
months  stay  with  it  on  a  long-term  basis.  The  increase  in  circulation 
thus  effected  enables  us  to  provide  a  service  for  far  less  than  would 
have  to  be  charged  to  a  smaller  number  of  subscribers. 

BONUS: 

Under  this  special  trial  offer  you  will  receive  all  the  latest  full-page 
reports  on  each  of  the  1400  stocks  covered  by  Value  Line  the  year  round 
filed  and  indexed  in  two  strong  ring  binders.  This  Value  Line 
Reference  Service,  which  alone  sells  for  $25,  will  be  yours  at  no 
extra  charge  under  this  offer. 
SUBSCRIPTION: 
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suggest  quite  a  "supply  area."  From 
a  purely  short-term  point  of  view 
(three  months  or  so)  I  would  look 
for  the  DJI  to  "get  into  trouble"  some- 
where in  the  lower  limits  of  the  sup- 
ply area,  and  then  to  test  the  old 
September  low  of  791,  perhaps  get- 
ting well  into  the  740-790  area.  After 
this  area  has  been  tested,  especially 
if  the  outside  environment  improves, 
we  may  go  up  again  and  test  the 
"supply  area."  Past  experience  teaches 
that-  the  market  usually  tests  an  im- 
portant bottom,  like  that  of  last  No- 
vember, before  it  goes  on  to  make 
new  conquests. 

Out  on  a  Limb 

Longtime  readers  will  recall  that 
I  often  put  great  emphasis  on  the 
behavior  of  the  market  during  Janu- 
ary. Usually,  but  not  always,  January 
provides  a  valuable  hint  of  what  to 
e.xpect  in  the  following  two  or  three 
or  four  months.  The  first  week  of 
January  is  often  just  a  carryover  from 
the  December  trend.  But  if  the  high 
of  the  final  three  weeks  of  the  first 
month  of  the  year  is  not  higher  than 
the  December-early-January  high,  it 
is  a  bearish  sign  for  the  near-term; 
and  if  the  low  in  the  industrial  av- 
erages is  lower  in  January  than  the 
December  low,  that's  even  worse. 
This  year  I  don't  expect  the  Januai-y 
high  to  be  as  high  as  the  December 
high.  That's  going  out  on  one  of  those 
limbs  that  could  be  sawed  off! 

Switch  now  to  an  area  in  which  I 
feel  more  at  home— the  area  of  funda- 
mentals rather  than  charts.  I  am  great- 
ly interested  in  what  foreign  investors, 
especially  the  Germans  and  other  Con- 
tinentals, are  going  to  do  with  the 
cash  they  don't  want  to  invest  in  their 
own  countries  under  present  condi- 
tions. It  is  no  secret  that,  while  they 
don't  like  us  just  now,  they  have  an 
abnormal  amount  of  what  may  be 
called  "gypsy  money"  in  U.S.  Treasury 
short-term  notes.  This  "gypsy  money" 
has  been  going  a  long  way  toward 
financing  the  federal  deficit,  thus  en- 
abling the  Federal  Reserve  to  buy 
fewer  Treasury  notes  than  would  have 
been  required.  Much  of  this  money 
is  in  Treasury  notes  only  for  the  mo- 
ment. Where  will  it  go  when  the  notes 
mature?  Present  indications  are  that 
it  won't  go  into  German  and  other 
Continental  investments.  Some  of  it 
may  go  to  Australia,  but  not  much  is 
likely  to  go  to  Japan.  Japan's  economy 
is  too  much  like  Germany's. 

It  is  suspected  in  some  quarters 
that  the  recent  international  curren- 
cy settlement  may  gradually  lead 
to  a  substantial  foreign  disinvestment 
in  U.S.  Treasury  notes  and  the  use  of 
this  money  to  buy  American  equities. 
U.S.  stocks  look  better  to  the  Germans 
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than  their  own  equities  now  that  Ger- 
many is  in  a  business  sUde.  Indeed, 
this  has  seemed  to  be  one  of  the  main 
hopes  of  the  bulls  in  recent  weeks.  Of 
course,  I  think  this  money  would  be 
more  inclined  to  buy  American  equi- 
ties on  a  dip  in  prices  that  at  the  top 
of  this  Decemljer  rally  (which  I  as- 
sume has  been  largely  technical).  I 
might  add  that  the  recent  currency 
stabilization  may  not  be  the  last  one, 
since  it  is  quite  possible  that  the  de 
jure,  or  edict,  values  may  not  prove  to 
be  de  facto,  or  supply-demand  values. 
.\ny  guess  about  the  result  of  the 
Presidential  election  at  this  early  date 
is  hopelessly  premature.  The  election, 
of  course,  is  bound  to  be  an  occasional 
factor  in  1972.  Ordinarily,  people  feel 
a  little  better  after  an  election,  re- 
gardless of  results.  This  year  prob- 
ably will  be  no  exception.  The  U.S.  is 
bigger  than  an\  one  man  or  part>'. 

Brief  Comments 

Readers  of  this  column  e.xpect  me 
to  say  something  about  individual 
stocks.  Federal  National  Morfnaac 
(84)  has  recently  made  a  new  high 
again.  This  company's  earnings  are  in 
a  good  upward  trend,  and  I  expect 
this  trend  to  accelerate.  Continue  to 
hold  it.  .  .  .  The  cheapest  quality 
stocks  right  now,  in  my  opinion,  are 
the  international  oils.  Standard  Oil  of 
California  (55)  looks  a  trifle  cheaper 
than  Mohil  Oil  (54),  Calf  Oil  (26) 
and  Standard  Oil  of  New  Jersey  (74), 
but  all  are  selling  at  9  to  11  times 
1971  earnings  and  look  attractive  .... 

The  metals  have  been  subject  to 
sizable  loss-taking  for  tax  purposes; 
stocks  like  Anaconda  (16),  American 
Smelting  (20),  Kennecott  (24),  New- 
mont  (28),  Texas  Gulf  Sulphur  (15), 
Inspiration  (31)  and  Phelps  Dodge 
(35)  should  have  a  good  snapback 
in  the  first  weeks  of  the  new  year, 
market  conditions  permitting.  Remem- 
ber, too,  that  the  demand  for  coppei 
is  always  stimulated  by  a  real  shooting 
war.  ...  It  is  notable  that  Bethle- 
hem Steel  (29)  in  December  made 
a  new  high  for  the  year,  distinguishing 
itself  among  the  other  steel  issues. 
This  is  one  of  my  favorite  stocks,  partly 
because  Bethlehem  has  already  done 
something  about  high  costs. 

I  still  think  that  some  of  these  high 
price/ earnings  ratio  stocks  are  unat- 
tractive to  buy,  among  them  Avon 
Products  (100),  earning  less  than  $2. 
The  stock,  however,  has  much  merit 
ex-price.  .  .  .  Skyline  (57)  has  great 
merit  in  its  field,  but  the  nature  of 
the  market  in  it  makes  it  a  better  trad- 
ing issue  than  a  stock  to  buy  and 
hold  ....  I  am  suspicious  of  glamour.- 
I  think  you  will  be  able  to  buy  most 
glamour  stocks  cheaper  before  mid- 
summer, probably  much  sooner.  ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Bief 


Prospects  For  1972 


In  retrospect,  1971  really  was  not  a 
bad  year  for  the  investor.  The  stock 
market  had  its  usual  ups  and  downs, 
hut  the  swings  were  not  as  violent  as 
tlie  year  before,  and  the  year  wound 
up  with  a  sizable  advance.  As  usual, 
the  downs  tended  to  undermine  con- 
fidence in  the  future  of  just  about 
e\erything  and  created  fear  among 
investors  that  the  bottom  of  the  de- 
cline could  be  much,  much  lower. 
Whenever  the  stock  market  goes 
througli  the  agonies  of  a  prolonged 
selloff,  the  merchants  of  fear  emerge 
with  their  familiar  predictions  that 
doomsday  is  just  around  the  corner. 
This  time  was  no  exception. 

The  eventual  breakdown  last  May 
of  the  Bretton  Woods  international 
monetary  system  hardly  came  as  a 
surprise.  It's  just  as  well  that  this  long 
festering  sore  finally  broke  open.  In- 
stead of  patching  it  up  with  Band- 
Aids,  as  has  been  done  during  previ- 
ous crises,  the  major  countries  of  the 
world  now  seem  to  have  reached 
agreement  for  a  more  lasting  cure.  It 
didn't  come  easy  because  the  self- 
interest  of  so  many  nations  was  in- 
volved. However,  because  the  pos- 
sible consequences  of  an  international 
monetary  war  are  so  extremely  grave, 
there  is  hope  that  the  new  agree- 
ments will  assure  a  calmer  atmos- 
phere in  the  monetary  arena  than  we 
experienced  last  year.  The  entire 
world  will  benefit  from  the  restoration 
of  confidence. 

Phasing  Ouf  Phase  2 

Economic  historians  will  review  the 
events  of  1971.  At  present  it  is  still 
too  soon  to  judge  whetlier  we  should 
have  resorted  to  wage  and  price  con- 
trols earlier  than  mid-August  or 
whether  we  should  have  done  it  at  all. 
President  Nixon's  great  reluctance  to 
use  this  crude  weapon  to  combat  in- 
flation is  understandable  and,  in  my 
opinion,  commendable  because  wage 
and  price  controls  have  never  worked 
effectively,  especially  under  pressure. 

The  90-day  freeze  accomplislied  its 
objective  insofar  as  it  alerted  everyone 
that  a  higher  degree  of  self-restraint 
was  needed  for  restoring  a  more  bal- 
anced and  more  prosperous  economy. 
The  subsequent  Phase  2  merely  proves 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
StocK  Exchange  firm  of  Havenfield  Corp. 


how  difficult  it  is  to  administer  con- 
trols" .  fairly  within  the  framework 
of  the  free  enterprise  system.  Fears 
that  this  is  just  the  beginning  of  a 
permanent  control  bureaucracy  are 
probably  unwarranted.  I  believe  that 
a  year  from  now  Phase  2  will  have 
ended  or  at  least  be  on  its  way  out. 

The  Economists'  Consensus 

It  does  not  seem  to  make  much  dif- 
ference whether  they  are  using  Ouija 
boards,  computers  or  just  their  brains, 
but  virtually  all  forecasts  of  profes- 
sional economists  are  in  agreement 
that  1972  will  be  a  very  good  year. 
The  gross  national  product  is  expected 
to  increase  to  $1,150  billion  or  $1,160 
billion,  up  roughly  10%  from  last  year's 
estimated  $1,051  billion.  As  the  rate 
of  inflation  may  be  reduced  to  4%,  or 
perhaps  even  less,  the  net  gain  in  the 
GNP  would  be  a  rather  formidable 
6%.  A  President  wanting  to  be  re- 
elected this  year  could  not  ask  for 
more  favorable  economic  prospects. 

The  investor,  of  course,  can't  eat 
the  GNP.  However,  a  year-to-year  in- 
crease of  over  $100  billion  cannot  fail 
to  have  a  major  impact  on  corporate 
profits.  On  an  overall  basis,  an  in- 
crease of  15%  in  pretax  earnings,  and 
a  little  more  after  taxes,  could  be  at- 
tainable and  may  well  be  exceeded. 
Profit  gains  will  vary  a  great  deal, 
naturally,  but  taking  the  DJI  which 
includes  cyclical  and  noncyclical 
stocks  as  an  example,  earnings  could 
rise  from  about  $56-$57  for  1971  to 
$65  this  \'ear.  Even  assuming  no 
change  in  the  present  price/ earnings 
ratio  of  15  for  the  DJI,  tlie  1000  level 
is  within  reach.  Should  a  more  bull- 
ish atmosphere  result  from  growing 
prosperity  and  a  feeling  of  greater  con- 
fidence, a  higher  multiple  for  the  DJI 
might  be  expected.  At  that  point,  let 
your  own  imagination  be  your  guide. 

In  a  strong  upward  market,  such 
as  I  visualize  for  1972,  virtually  all 
stocks  participate  in  the  advance  to 
some  extent;  but  the  worst  cats  and 
dogs  often  will  be  scoring  the  largest 
percentage  gains.  Therein  lies  the 
great  temptation  to  lower  one's  quali- 
ty standards  in  order  to  outperform 
the  averages. 

I  am  not  going  to  preach  sobriety, 
in  stocks  or  otherwise,  but  I  do  think 
that  a  stock  buyer  should  know  what 
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CONSECUTIVE 
QUARTERLY  DIVIDEND 


The  Board  of  Directors  on  December 
1,  1971  declarecJ  a  quarterly  divi- 
dend of  37  Vi  cents  per  share  payable 
January  3,  1972  to  shareholders  of 
record  December  15,  1971. 
HIRAM  S.  LIGGETT,  Jr. 
Treasurer 


Dividend 

on 

common 

shares 


The  Board  of  Directors  of 
Columbus  and  -Southern 
Ohio  Electric  Company, 
on  December  2,  1971,  de- 
clared a  dividend  of  forty- 
six  cents  {4fiC)  per  share 
on  the  outstanding  Com- 
mon Shares  of  the  Corpo- 
ration, payable  on  January 
10,  1972  to  shareholders  of 
record  at  the  close  of  busi- 
ness on  December  24, 1971 . 
G.C.SHAFEH 
Secretary 


COLUMBUS  AND  SOUTHERN 
OHIO  ELECTRIC  COMPANY 
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he  is  doing.  I  have  always  been  strong- 
ly in  favor  of  investing  aggressively, 
i.e.,  for  capital  gains  and  only  for 
capital  gains.  In  essence  this  means 
that  a  stock  is  not  a  good  investment 
unless  it  is  also  a  good  speculation. 
(That's  why  AT&T  doesn't  appeal  to 
me  as  an  "investment.")  But  never, 
never  turn  this  formula  around,  be- 
cause a  good  speculation  is  not  nec- 
essarily a  good  investment. 

This  is  the  basic  difference  between 
a  trader  and  an  investor.  A  trader 
deals  in  numbers  and  he  couldn't, 
and  shouldn't,  care  less  about  intrinsic 
values.  The  investor  should.  My  first 
professor  in  accounting,  some  40  years 
ago,  taught  me  two  rules  which  are 
as  valid  today  as  they  were  then:  1) 
There  are  only  two  items  in  a  balance 
sheet  that  are  verifiable,  namely  cash 
and  debt;  everything  else  is  "subject 
to  .  .  .  ";  and  2)  multiply  a  stock's 
price  with  the  number  of  shares.  If 
the  total  doesn't  make  sense,  you  know 
you  are  gambfing. 

What  About  Bonds? 

Last  year  was  the  year  when  in- 
vestors rediscovered  bonds.  They  had 
been  unattractive  during  more  than 
three  decades  of  low  interest  rates. 
It  was  the  combination  of  a  lackluster 
stock  market  and  very  high  yields  on 
prime-quality  bonds  that  made  con- 
verts out  of  many  disenchanted  stock 
investors.  Should  the  investor  switch 
back  into  stocks,  assuming  that  the 
optimistic  expectations  for  1972  will 
materialize? 

The  answer  depends  on  the  indi- 
vidual's priorities  which,  in  turn,  are 
determined  by  his  age,  his  wealth  and 
various  other  personal  circumstances. 
Bonds  remain  useful  instiTiments  for 
ths  preservation  of  capital  and  for  ob- 
taining an  assured  fixed  income,  but 
they  can't  make  you  rich.  Except 
where  they  serve  a  specific  need,  I 
still  do  not  favor  very  long-term  bonds 
for  most  investors.  A  good  utility  stock 
should  do  better  in  the  long  run. 

However,  if  you  feel  that  you  should 
own  bonds,  do  not,  under  any  cir- 
cumstances, compromise  on  quality. 
As  the  appreciation  potential  in  bonds 
is  nonexistent,  except  during  periods 
of  declining  interest  rates,  any  risk 
must  also  be  avoided.  It  is  foolish, 
therefore,  to  buy  a  less-than-good- 
quality  bond  merely  in  order  to 
squeeze  out  a  fraction  of  1%  additional 
yield.  In  other  words,  as  a  rule,  don't 
go  below  an  "A"  rating.  Furthermore, 
and  that  appUes  primarily  to  tax-ex- 
empt bonds,  do  not  ignore  the  factor 
of  marketability.  It  is  often  difficult 
to  dispose  of  bonds  of  some  obscm^e 
mimicipality  or  school  district,  regard- 
less of  quality,  particularly  if  it  has  to 
be  done  in  a  hurry.  ■ 
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babson's 
stock  and 
bond 
forecast  for 


The  Administration's  new  economic  strat- 
egies, dramatic  clianges  in  long-standing 
foreign  policies,  political  pressures  in  an 
election  year,  will  all  have  important  im- 
pact on  your  investment  plans  for  1972. 

Here  is  your  opportunity  to  share  with 
regular  Babson  Clients  all  over  the  world 
the  opinions  and  predictions  of  Babson's 
Investment  Staff  as  to  the  course  of  stocks, 
bonds  and  business  in  1972. 

YOU   GET  ALL  THIS   FOR   ONLY  $5.00: 

■  Stock  &  Bond  Forecast  for  1972 

■  Business  Outlook  for  1972 

■  Recommended  Investment  Strategy 
for  1972 

■  12  Babson  Best  Buys  for 
Appreciation  &  Growth  in  1972 

■  4  Stocks  for  Income 

■  4  Preferred  Stocks  for  Income 

■  4  Bonds  for  Income 

■  4  Convertible  Securities  for 
Appreciation  &  Income 

■  Babsonchart  of  U.  S.  Business 

PLUS:  SIX-WEEK  TRIAL  SUBSCRIPTION 
to  Babson's  famous  INVESTMENT  &  BA- 
ROMETER LETTER  containing  The  Babson 
Research  Department's  buy,  hold  and  sell 
opinions  on  scores  of  active  stocks. 

Act  now!  Mail  this  coupon.  Your  money 
will  be  refunded  if  you  are  not  completely 
satisfied. 


BABSON'S  REPORTS  Inc. 

Wellesley  Hills,  Mass.  02181  DEPT.  F-337 

Please  send  Babson's  Stock  &  Bond  Forecast 
and  6-week  trial  subscription.  $5.00  enclosed. 

Name . 

Street  &  No . 


City_ 


.  State. 


.Zip. 


This  subscription  cannot  be  assigned. 


FORBES,  JANUARY   1,    1972 


201 


GROWTH  INDUSTRY  SHARES 

a  no-load 
mutual  fund 

Investment  adviser 

William  Blair  &  Company 


For  GIS  prospectus 

mail  coupon  or  phone  (312)  346-4830 


Growth  Industry  Shares,  Inc.  Rm.  2903 
135  S.  LaSalle  St.,  Chicago,  IL  60603 
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Address- 
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MARKET 


WEEKLY  COMMODITY  SUMMARY 

.  Fundamental  &  Technical  Data 
2.  Charts  of  21  Most  Active  Markets 

Commodity  Calendar  of  Reports,  etc. 
4.  Margin  &  Commission  Schedule 
Write  For  4  Week  Free  Trial 


LINGOLNWOOO 

INCORPORATED 


141  W.Jackson 

Chicago,  III. 

60604 


PRIME  INDUSTRIAL  LOCATIONS 

If  your  plans  include  expansion  in 
the  Southwest  contact  Jerry  Talley, 
Grayson  Bank,  Box  430,  Sherman, 
Texas  75090.  Call  214-892-2181. 
All  in  strictest  confidence. 
Lost  USAF  Base  1971— need  male 
industrial  jobs.  One  hour  north  of 
new  International  Dallas-Fort  Worfh 
airport.  Unlimited  gas  and  electrical 
energy  for  industry.  Four  R.R.  and 
10  truck  lines. 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


ABRAHAM&CO. 

Mtmbifj  Ntw  yoik  Slock  Eichinj«.  fnc. 

and  olhtr  (tiding  Cichinm 

120  Broadway,  Naw  York,  N.  Y.  lOOOS 


MARKET  TRENDS 

By  Martin  T.  Sosnoff 


The  Radicalization  Of  Wall  Street 


If  wah  is  too  important  a  matter  to 
be  left  to  generals,  economics  is  too 
dismal  a  science  to  be  left  in  the 
hands  of  politicians.  After  all,  the 
eastern  intellectual  Establishment 
gave  away  all  our  gold  in  the  postwar 
period,  followed  by  President  John- 
son's Great  Society,  a  great  war  policy 
that  nearly  bankrupted  the  country. 

Treasury  Secretary  Connally,  a  big 
bully  in  a  pin-striped  suit,  has  given 
a  virtuoso  performance  that  for  a 
while  even  fooled  the  money  changers 
of  the  western  world,  who  don't  fool 
easily.  Their  great  wisdom  in  pre- 
maturely marking  down  dollars  had 
suggested  that  the  dollar's  devalua- 
tion would  soon  be  a  fait  accompli. 
And  so  it  goes.  The  market  must 
rightly  rejoice,  for  the  spectre  of  de- 
pression has  been  cast  out  as  the  devil 
it  is,  along  with  practitioners  who  in- 
sist a  500  Dow  is  the  ultimate  reality. 

Before  the  cheering  gets  too  loud,  it 
is  well  to  examine  the  thesis  of  col- 
lapse if  only  to  appreciate  how  pre- 
cariously balanced  the  world  remains. 
Here  goes.  The  non-U.S.  multinational 
corporations  are  in  serious  trouble  if 
this  country  becomes  protectionist. 
Volkswagen  is  a  good  example,  with 
heavy  short-term  debt,  loss  of  market 
share  and  faltering  earnings.  As  these 
multinational  corporations  falter  in  Ja- 
pan and  Germany,  they  will  need 
heavy  transfusions  of  capital  to  keep 
them  going,  and  the  central  banks,  in 
shoring  up  these  companies  to  prevent 
widespread  unemployment,  will  rapid- 
ly use  up  their  dollar  credits.  As  dollar 
credits  are  depleted,  bear  raids  on  cur- 
rencies will  commence,  which  will 
force  income  policy  measures  and  even 
more  protectionism.  Unemployment 
will  rise  worldwide  and  bankruptcies 
of  multinational  corporations  will  be 
the  iceberg  upon  which  the  U.S.  im- 
pales itself. 

Yet  there  is  no  lack  of  preliminary 
evidence  to  suggest  the  dynamics  of 
such  a  thesis  are  farfetched.  Japan  is 
in  the  throes  of  a  recession,  which  has 
seen  corporate  earnings  declines  of 
20%  or  more.  The  Japanese  have  prob- 
ably single-handedly  precipitated  a 
bear  market  in  several  metals  com- 
modities throughout  the  world.  Based 
on   their  economic   ministry's   projec- 

A  guast  columnist,  Mr.  Sosnoff  is  a  genaral  partnar 
of  Atalanta  Partners,  New  York. 
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tion  of  steel  production  of  150  mil- 
lion tons  by  1975,  every  major  world- 
wide producer  of  coal,  iron  ore  and 
nickel  believed  in  this  forecast  and 
geared  up  incremental  production. 
But  Japanese  steel  production  in  that 
great  growth  economy  is  down  this 
year  and  will  do  well  to  exceed  100 
million  tons  by  1975. 

In  Germany,  Volkswagen  has 
changed  managements  and  cut  back 
its  too  ambitious  capital  spending 
program.  There  are  lockouts  going  on 
in  industry  and  workers  would  do  well 
to  study  the  pension  fund  investments 
of  their  employers— much  of  it  is  in  the 
parent  corporation's  securities.  So 
Uncle  Sam  is  no  longer  Uncle  Sucker, 
and  the  shock  waves  are  spreading 
fast  around  the  world. 

Economists  as  Odd-Lotters 

The  economic  forecasts  for  1972 
are  so  homogeneous  as  to  be  pablum 
to  the  palate,  and  they  should  be  dis- 
counted. Surely,  economists  are  the 
greatest  odd-lotters  around.  The  herd 
instinct  prevails  and  the  major  con- 
tention today  is  whether  the  gross  na- 
tional product  will  be  up  $90  billion 
or  $100  billion  and  whether  corporate 
earnings  will  rise  12%  or  15%.  Lest 
you  place  any  credence  in  such  num- 
bers, let  me  remind  you  that  none  of 
them  was  right  in  1971,  which  was 
supposed  to  be  a  very  strong  year. 
Let  me  ask  how  many  forecast  the 
balance-of-trade  disaster,  although  it 
could  be  clearly  extrapolated  from 
product-by-product  analysis  of  trade 
movements  the  past  few  years? 

Considering  there  have  been  two 
major  cycles  in  the  stock  market,  and 
in  the  bond  market  as  well,  since  the 
summer  of  1970,  you,  dear  reader, 
may  well  ask  what  the  hell  are  fore- 
casts for  anyhow?  The  dominance  of 
institutional  trading  on  the  Big  Board 
has  reached  the  point  where  market 
cycles  are  so  foreshortened  that  stocks 
can  discount  in  hours  or  days  what 
previously  took  months  and  years  of 
hard  work.  I  eat  all  my  lunches  at  my 
desk  now  in  fear  of  missing  the  next 
bull  market.  How  can  an  in- 
dividual investor  sitting  in  left 
field  cope  with  the  now  instant  dis- 
counting mechanism  in  the  market 
which  is  a  product  of  thousands  of 
beady    eyes    seeing    the    same    thing 
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at  the  same  time  and  reacting  to  it? 

The  conventional  wisdom  of  stocks 
being  bought  and  put  away  for  the 
long-term  has  been  so  discredited  that 
there  is  no  need  to  dwell  on  it  here. 
But  the  reciprocal  of  this  attitude  is 
so  revolutionary  that  it  must  be  dis- 
cussed. The  radicalization  of  Wall 
Street  has  been  accomplished.  No- 
body believes  in  America  more  than  a 
month  at  a  time  anymore,  and  they 
will  do  as  they  say.  The\  will  sell. 
Everyone  who  manages  money  is  trig- 
ger-happy. This  is  the  new  game  for 
performanceniks.  For  if  cycles  are 
shorter,  one  must  really  manage  his 
money.  It  is  no  longer  a  matter  of 
being  a  great  story  buyer,  but  a  ques- 
tion of  whether  you  can  get  your 
money  into  or  out  of  the  market  in 
time  for  a  100  point  swing. 

This  is  surely  a  decadent  thesis  that 
only  a  few  disrespectful  practitioners 
can  implement.  A  very  few.  Certainly 
the  billion-dollar  money  pools  are  too 
big  for  the  game.  The>  arc  the  stock 
market,  and  for  them  to  sell  would  be 
ultimately  self -destructive. 

A  Snake  in  fhe  Sun 

Considering  all  these  things,  there 
is  ample  reason  for  a  skeptical  atti- 
tude toward  the  stock  market.  Coipo- 
rate  earnings  have  shown  no  progress 
really  since  the  close  of  1965.  The  in- 
dustrial production  index  since  1968 
has  been  as  listless  as  a  snake  sun- 
bathing on  a  flat  rock.  Debt-equity 
ratios  for  major  corporations  are  high- 
er now,  and  the  yield  disparity  be- 
tween stocks  and  bonds  is  historically 
still  very  great.  Moreover,  a  good  case 
can  be  made  that  there  is  not  enough 
new  money  coming  into  the  market 
to  light  its  fire.  Pension  funds  have 
put  too  much  of  their  cash  flow  into 
stocks  already,  and  the  individual 
continues  to  be  a  heavy  net  seller. 
The  volume  of  stocks  of  new  issue 
and  convertibles  this  past  year  has 
exceeded  the  entire  decade  of  the 
Sixties.  The  public  is  now  wise  to  the 
nonperformance  of  mutual  funds.  Al- 
though foreigners  can  swing  a  billion 
or  more  into  the  market,  they  have  the 
souls  of  odd-lotters  and  will  only  ac- 
centuate trends. 

Corporate  earnings  could  be  flat 
or  down  in  1972,  if  the  consumer  re- 
mains as  insecure  as  he  has  been.  A 
flat-to-down  scenario  would  cast  a 
shadow  on  Wall  Street  that  would  be 
visible  from  the  moon.  The  price/ 
earnings  ratio  for  the  market  would 
continue  to  be  marked  down,  possibly 
permanently  if  the  billion-dollar  mon- 
ey pools  finally  decide  that  perhaps 
7.5%  over  30  years  in  prime  corporate 
bonds  is  okay  after  all.  Maybe  every- 
one will  realize  they  aren't  good 
enough  to  play  the  stock  market,  and 


then  the  market  will  sink  of  its  own 
weight  and  create  the  opportunity 
for  the  shifty-eyed  radicals  who  al- 
ways sell  the  day  before  you  sold  and 
buy  the  day  before  you  bought. 

1200?  Or  500? 

I  have  described  the  strophe  and 
the  antistrophe,  the  ebb  and  the  flow, 
the  two  possible  extremes:  on  the  one 
hand,  15%  earnings  gains— and  a  1200 
Dow;  on  the  other,  a  world  recession, 
an  impossibly  tricky  stock  market— and 
a  500  Dow.  But  in  real  life,  events 
rarely  go  to  the  extremes.  A  more  like- 
ly scenario  is  that  the  economy  will 
not  meet  the  rosy  consensus  forecast, 
but  neither  will  it  collapse. 

The  greatest  market  opportunity  to- 
day is  in  the  sectors  where  the 
greatest  management  excesses  were 
committed.  These  include  the  airlines, 
conglomerates  and  computer  manu- 
facturers, who  are  all  rationalizing 
their  mistakes  of  overreaching  com- 
petitively and  cavalierly  ignoring  the 
disciplines  of  living  within  their  cash 
flow  and  meeting  debt  service  when 
there  ain't  much  in  the  earnings  pot. 
The  strange  polarity  of  the  market 
has  an  eerie  quality  that  suggests  for 
many  stocks  the  bell  has  already  tolled 
500.  Oils,  utilities,  aerospace,  steels, 
verily  the  heart  of  industrial  capitali- 
zations, are  languishing  uncared 
for  in  the  attics  of  the  large  money 
pools.  This  is  yesterday's  merchandise 
that  nobody  wants.  Management  of 
Big  Telephone  can  blithely  announce 
they  will  sell  stock  under  book  value 
rather  than  diminish  its  credit  rating, 
an  instance  of  how  frustrating  it  can 
be  to  invest  in  a  slice  of  America. 

But  a  real  old-fashioned  bull  mar- 
ket? I  doubt  it.  Ten  thousand  slide 
rules  scream  1200  for  the  Dow  if  cor- 
pc5rate  earnings  blossom  this  year  and 
next,  but  my  tummy  says  the  Seven- 
ties do  not  belong  to  General  Motors 
and  all  the  other  Establishment  cor- 
porations. Wall  Street  may  well  re- 
flect the  irrational  and  impersonal  vio- 
lence on  Main  Street.  It  will  be  hit 
and  run,  hit  and  run.  As  I  said  be- 
fore, America  in  the  Seventies  will  be 
like  England  in  the  Sixties— stop  and 
go,  stop  and  go.  The  implication 
is  that  more  and  more  industries,  as 
they  disappoint,  will  sell  like  it  was  a 
500  market,  and  the  action  will  be 
narrowed  until  all  the  hot  money  is 
chasing  few^-  and  fewer  goods.  Final- 
ly, they  will  be  unable  to  open  TWA 
for  six  months  as  there  is  a  market  or- 
der to  buy  100  million  shares  after  it 
flashes  a  strong  buy  signal  on  2,000 
computers.  The  Board  of  Governors 
will  do  the  only  sensible  thing.  They 
will  prevail  upon  Howard  Hughes  to 
short  100  million  shares  at  $86. 

Which  side  are  you  on,  baby?  ■ 


How  to  gain  the 

advantages  of 

investment 

management  for  a 

$5,000  to  $50,000 
portfolio 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
investment  goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000-on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
pletelO-year  "performance  record, "and  how 
it  may  help  you  now,  simply  write  Dept.Q-72. 

THE  Danforth  Associates 
Wellesley  hills,  Mass.,  u.s.a.  ouSi 

Investment  Management    .    Incorporated  1936 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUNDING 

Objective:  Capital  Appreciation. 

The  Fund  will  seek  long-term  capi- 
tal growth  by  investing  in  com- 
panies operating  in  areas  believed 
to  be  promising. 

NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

For  free  prospectus  write  or  call: 


^ 


Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Dept.  A6 
Baltimore,  Maryland  21201  (301)  S39-1992 


Name. 


Address- 
City. 


-State, 


Zip  Code- 
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Profitability 

HOW  DOES  YOUR  COMPANY 
MEASURE  UP? 


REGARDLESS  OF  SIZE, 
HOW  DO  YOU  RANK  AGAINST 
THE  TOP  TEN  IN  RETURN 
ON  TOTAL  CAPITAL? 


Our  clients  know.  And 
know  how  to  get  there. 
With  Management  Control 
Systems  designed  to 
optimize  the  rate  of 
return  on  Total  Capital 
Employed. 

Our  specialty  since  1966 

FINANCIAL  CONTROL 
ASSOCIATES 

Management 
Consultants 


Thompson,  Connecticut 
(203)  928-7690 

Clearwater  Beach,  Florida 
(813)  443-4195 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


Happy  New  Year! 


J) 


It's  the  season  to  wish  friends,  read- 
ers and  cHents  a  Happy  New  Year, 
and  I  hereby  do  so  most  sincerely.  Of 
course,  wishing  won't  make  it  so.  But, 
in  the  stock  market  at  least,  I  think 
you  won't  have  to  rely  only  on  my 
wishes  for  a  1972  that's  happier  than 
1971.  As  far  as  I  can  tell,  most  econo- 
mists who  go  by  the  numbers  can 
make  a  thoroughly  persuasive  case  for 
a  strong  economy  and  for  substantial- 
ly improved  corporate  after-tax  earn- 
ings in  1972.  And  my  own  observa- 
tions convince  me  that  there  is 
enough  money  around  to  validate  this 
case,  as  well  as  its  favorable  implica- 
tions for  common  stock  prices  during 
much  of  the  coming  year. 

To  my  mind,  economists'  forecasts 
of  accelerating  business  expansion  in 
1972  make  sense  because  I  see  the 
economy  as  being  in  an  unusually 
strong  "technical  position."  Since  mid- 
1970  consumers  have  been  piling  up 
liquid  savings  at  record  rates.  They 
have,  in  other  words,  perhaps  more 
surplus  buying  power  than  ever  be- 
fore. At  the  same  time,  retail  sales 
statistics  and  opinion  polls  alike  indi- 
cate that  consumer  confidence  has 
been  improving  in  recent  months.  But 
at  the  same  time  businessmen  have 
been  reluctant  to  step  up  production 
and  so  to  build  inventories  of  goods 
with  which  to  satisfy  rising  demand 
from  well-heeled  consumers.  Catch- 
up production  to  meet  such  demand 
will,  I  think,  virtually  guarantee  a 
strong  economy  for  1972. 

By  the  same  token,  corporate  after- 
tax earnings  seem  bound  to  increase 
(Phase  2  guidelines,  widely  misunder- 
stood, should  not  operate  to  inhibit 
larger  earnings  from  greater  sales  vol- 
ume). In  1971,  these  profits  probably 
totaled  a  bit  more  than  $46  billion,  or 
under  4.5%  of  a  gross  national  prod- 
uct estimated  near  $1,055  billion.  In 
1972,  with  the  GNP  maybe  $80  bil- 
lion to  $90  billion  greater  and  capaci- 
ty utilization  rising,  it's  not  unreason- 
able to  visualize  coiporate  profits  in 
the  $52-billion-$53-billion  range. 

For  the  Dow  Jones  industrials, 
which  may  have  earned  about  $56 
"per  share"  in  1971,  this  could  mean 
close  to  $65  for  1972.  Now  in  the 
past  15  years  or  so  the  Dow's  aver- 

Mr.  Schuiz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 


age  annual  price/ earnings  ratio  has 
ranged  roughly  between  13:1  and 
22:1;  in  the  past  ten  years  between 
about  15:1  and  17.5:1.  So  1  think 
it's  conservative  enough  to  argue  that 
with  prospects  of  earnings  near  $65 
in  the  new  year,  there  should  be  rel- 
atively little  risk  of  breaking  Dow 
800  (12.3  times  $65)  and  a  fair 
chance  of  breaking  Dow  1000  (15.4 
times  $65)  in  1972. 

A  Buy  Signal 

Supply-demand  relationships  in  the 
stock  market  seem  to  be  no  less 
favorable  than  for  the  economy.  As 
recent  columns  tried  to  demonstrate, 
fears  that  the  stock  market  was  run- 
ning out  of  buying  power  were  dif- 
ficult to  substantiate.  Last  month,  the 
Federal  Reserve  Board  moved  to 
make  these  apprehensions  even  less 
warrantable  by  cutting  initial  margin 
requirements  from  65%  to  55%  for 
listed  common  stocks.  At  a  rough 
estimate,  this  change  increased  the 
aggregate  potential  buying  power  in 
NYSE  member  firms'  customer  mar- 
gin accounts  by  well  over  $1  billion. 

Allowing  for  the  fact  that  a  dol- 
lar's worth  of  cash  (with  which  in- 
vestors are  amply  endowed)  will  now 
buy  18%  more  listed  stock  than  under 
the  old  requirement,  the  Fed  has,  in 
effect,  added  new  buying  power  equal 
to  a  substantial  percentage  of  this 
year's  fresh  supply  from  (net)  new 
stock  issues,  which,  in  any  case,  may 
be  down  several  billion  dollars  from 
the  1971  record  total.  Tlie  record  sug- 
gests that  longer-temi  investors  can 
regard  a  cut  in  margin  requirements 
as  a  "buy  signal"  from  the  Fed. 

More  buying  power  can  be  ex- 
pected to  flow  into  the  stock  market 
from  overseas  now  that  exchange 
risks  attaching  to  the  dollar  have 
ceased  to  be  a  major  deterrent.  Some- 
thing like  $25  billion  was  withdrawn 
from  this  country  last  year  through 
Sept.  30,  a  few  additional  billions  in 
the  months  since.  Sooner  or  later, 
much  of  this  total  should  return  for 
investment  here,  and  it's  therefore 
quite  conceivable  that  in  1972  for- 
eign investors  will  put  considerably 
more  money  into  the  U.S.  stock  mar- 
ket than  the  $2  billion  they  invested 
during  bull-market  1968.  So— Happy 
New  Year!  ■ 
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OVERSEAS  COMMENTARY 

By  George  J.  Henry 


High  Hopes  For  '72 


No  ONE  can  say  that  1971  was  un- 
eventful in  the  field  of  international 
finance.  A  number  of  so-called  dollar 
crises  occurred  which  ultimately  re- 
sulted in  President  NLxon's  now-his- 
toric speech  of  Aug.  15.  This  led  to 
a  floating,  nonconvertible  dollar.  The 
pro  forma  devaluation  which  followed 
was  necessarih  linked  with  the  com- 
plete realignment  of  the  major  world 
currencies.  Good  sense  has  prevailed 
and  one  must  be  pleased  with  the 
general  willingness  to  compromise  to 
restore  order  in  the  field  of  interna- 
tional pa\  ments. 

The  spirit  of  compromise  is  impor- 
tant. Something  of  the  nature  of  the 
steps  we  took  was  necessary.  But  the 
unilateral  manner  in  which  we  took 
them  did  cause  scares  in  world  mar- 
kets and  at  one  time  it  looked  as  if 
it  would  destroy  a  great  deal  of  the 
willingness  to  cooperate  on  an  inter- 
national level.  The  long-term  effects 
of  the  monetary  crises  of  last  year  will 
be  to  institute  a  new  mode  of  inter- 
national settlements  where  the  dollar 
will  remain  important,  but  will  not 
bear  the  great  burden  which  had  been 
placed  on  it  in  the  past.  This  burden 
was  bearable  in  the  19.50s  when  Eu- 
rope was  still  suffering  from  the  eco- 
nomic aftermath  of  the  war,  but  it 
became  too  great  a  strain  after  the 
restoration  of  prosperity  in  Europe  and 
Japan  in  the  1960s.  By  accepting  this 
lesser  role  for  the  dollar  we  are  not 
losing  face;  on  the  contrary,  we  are 
partly  giving  up  a  responsibility  which 
should  have  ceased  to  be  ours  several 
years  ago.  Any  monetary  change 
which  may  materialize  will  unques- 
tionably show  the  continued  descen- 
dancy  of  gold  as  a  means  of  inter- 
national settlements. 

l/fopian? 

While  Britain's  entry  into  the  Com- 
mon Market  cannot  be  taken  for  grant- 
ed by  any  means,  it  appears  that  the 
major  obstacles,  both  in  Brussels  and 
in  Westminster,  have  been  overcome. 
Effective  entry  should  take  place  some 
time  toward  the  end  of  this  year  or 
the  beginning  of  1973,  and  with  Brit- 
ain's entry  will  come  some  of  its  for- 
mer partners  in  the  European  Free 
Trade  Association,  i.e.,  Ireland,  Den- 
mark and  Norway.  This  will  not  only 
be  a  major  step  in  establishing  larger 


cohesive  trading  units  in  Western  Eu- 
rope, but  it  will  go  a  long  way  in 
helping  to  establish  greater  political 
cooperation  and,  ultimately,  it  is  to  be 
hoped,  a  form  of  United  States  of 
Europe.  This  may  sound  somewhat 
Utopian,  but  I  am  certainly  not  think- 
ing of  the  next  few  years.  Rather  it 
is  an  aim  for  the  next  decades,  one 
which  is  not  only  politically,  socially 
and  economically  desirable  but,  with 
modern  communications,  is  feasible. 

Trade  Impetus 

President  Nixon  has  scheduled  two 
very  important  trips  for  this  year, 
namely,  the  well-advertised  visits  to 
Peking  and  Moscow.  There  is  nothing 
more  volatile  than  the  international 
political  climate,  and  it  would  be  dif- 
ficult to  make  any  reasonable  con- 
jecture as  to  the  outcome.  However, 
if  one  speculates,  it  is  easy  to  arrive 
at  the  conclusion  that  cooperation  be- 
tween the  so-called  Free  World  and 
the  Communist  countries  should  in- 
crease, political  tension  should  ease, 
and  conditions  should  lead  to  a  great- 
er flow  of  world  trade. 

Perhaps  I  am  looking  at  everything 
too  optimistically.  However,  I  contend 
that  one  has  to  be  optimistic  in  order 
to  retain  one's  sanity.  Common  sense 
will  tell  us  that  these  courses  are  nec- 
essary for  a  general  improvement  all 
around  the  world.  In  the  ultimate 
analysis,  it  is  in  the  best  interest  of 
all  nations  concerned  that  a  greater 
degree  of  international  cooperation 
prevail.  All  of  which  makes  us  feel 
rather  optimistic  as  to  an  increased 
flow  in  world  trade. 

Natural  beneficiaries  of  increasing 
trade  are  the  banks,  particularly  the 
three  major  German  banks:  Drcsdncr 
Bank,  Commerzbank  and  Deutsche 
Bank.  They  are  in  a  pivotal  position 
to  benefit.  As  readers  will  remember, 
German  banks  have  a  very  diversified 
business:  Apart  from  their  commercial 
banking  activities,  they  act  as  invest- 
ment bankers  and  control  a  large  por- 
tion of  the  equity  capital  of  German 
industry.  In  addition  one  must  bear  in 
mind  the  scope  for  rationalization 
and  further  expansion  in  view  of  the 
not  only  possible  but  probable  further 
mergers  which  are  likely  to  take  place 
between  the  large  national  banking 
units  within  the  Common  Market.   ■ 
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Dusty 

Rhodes 

can  take  you 

places 

in 

Louisiana 


A.  J.  "Dusty"  Rhodes  is  our  Area  and 
Industrial  Development  Manager  at 
Louisiana  Power  &  Light.  He's  also  a 
CERTIFIED  Industrial  Developer.  This 
means  he's  met  the  exacting  profes- 
sional standards  of  the  American  In- 
dustrial Development  Council.  They 
attest  to  his  professional  expertise- 
just  as  his  fellovd  businessmen  will 
attest  to  his  involvement  in  the  civic 
and  spiritual  affairs  of  his  community. 
Dusty  knows  Louisiana.  He  counsels 
with  community  leaders  constantly.  He 
serves  in  such  groups  as  the  Louisiana 
Forestry  Association  and  The  Society 
of  Industrial  Realtors.  He  has  regis- 
tered as  a  Professional  Engineer  and 
been  president  of  the  Louisiana  Indus- 
trial Development  Executives  Associa- 
tion. Capitalize  on  his  knowledge.  Let 
him  help  you  find  your  best  location 
in  Louisiana. 

Call  or  Write:  "Dusty" 
LOUISIANA  POWER  &  LIGHT 
New  Orleans,  Louisiana  70114 
Telephone  504/366-2345 


Louisiana 

POWER    &    LIGHT 
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THOUGHTS 


ON  THE 
BUSINESS  OF  LIFE 


This  may  not  be  the  best  of  all 
possible  worlds,  but  to  say  that  it  is 
the  worst  is  mere  petulant  nonsense. 

—Thomas  Huxley 


There     is     nothing     wrong     with 
change,  if  it  is  in  the  right  direction. 

—Winston  Churchill 


Begins  To  have  commenced  is  half 
the  deed.  Half  yet  remains;  Begin 
again  on  this  and  thou  wilt  finish  all. 

— AUSONIUS 


Never  before  has  the  future  so  rap- 
idly become  the  past. 

—Arnold  Glasow 


Progress  comes  from  the  intelligent 
use  of  experience. 

—Elbert  Hubbard 


Philosophy  triumphs  easily  over  past, 
and  over  future  evils,  but  present 
evils  triumph  over  philosophy. 

—La  Rochefoucauld 


One  sees  the  past  better  than  it 
was;  one  finds  the  present  worse  than 
it  is;  one  hopes  for  a  future  happier 
than  it  will  be.  — Mme  d'  Epinay 


A  man  is  not  old  until  regrets  take 
the  place  of  dreams. 

—John  Barrymore 


You  can  judge  your  age  by  the 
amount  of  pain  you  feel  when  you 
come  in  contact  with  a  new  idea. 

—John  Nuveen 


Life  is  a  long  lesson  in  humility. 

—James  M.  Barrie 


B.  C.  FORBES 

I  RESOLVE 

To  strive  to  contribute  some- 
thing to  the  world,  its  work  and 
the  people  in  it. 

To  spend  and  be  spent  in 
worthy  service. 

To  adhere,  the  best  I  can,  to 
the  Golden  Rule. 

To  philosophize  more,  recall- 
ing always,  when  things  go 
awry,  "This,  too,  will  pass." 

To  try  always  to  see  view- 
points other  than  my  own. 

To  make  humility  and  sim- 
plicity so  much  a  part  of  myself 
that  I  shall  become  as  a  child, 
as  one  of  those  of  whom  the 
Master  declared,  "For  of  such  is 
the  kingdom  of  heaven." 


Youth  is  a  frightening  age ...  so 
many  problems;  so  little  wisdom  to 
solve  them.  —Walter  Hoving 


Discouragement  is  of  all  ages:  In 
youth  it  is  a  presentiment,  in  old  age 
a  remembrance. 

— HoNOHE  de  Balzac 


Philosophy  is  a  route  of  many 
roads  leading  from  nowhere  to  noth- 
ing. —Ambrose    Bierce 


Life  unexamined,  is  not  worth  liv- 
ing. — Democritus 


Truly,  this  world  can  get  on  with- 
out us,  if  we  would  but  think  so. 

—Henry  Wadsworth  Longfellow 


Wise   men,   though   all   laws   were 
abolished,  would  lead  the  same  life. 

—Aristophanes 


There  are  three  things  which  are 
real:  God,  human  folly  and  laughter. 
The  first  two  are  beyond  our  com- 
prehension, so  we  must  do  what  we 
can  with  the  third. 

—John  F.  Kennedy 


I   believe   that   the   first   test   of  a 
truly  great  man  is  his  humility. 

—John  Ruskin 


Very  specific  and  personal  misfor- 
tune awaits  those  who  presume  to  be- 
lieve that  the  future  is  revealed  to 
them. 

—John  Kenneth  Galbraith 


You  can  see  an  awful  lot  by  look- 
ing in  a  rear-view  mirror. 

—Robert  Skelton 


A  childlike  mind,  in  its  simplicity, 
practices  that  science  of  good  to 
which  the  wise  may  be  blind. 

— Johann  Schiller 


If  fools  and  folly  rule  the  world, 
the  end  of  man  in  our  time  may  come 
as  a  rude  shock,  but  it  will  no  longer 
come  as  a  complete  surprise. 

—Abdul  Rahman  Pazhwak 


A  Text . , . 


Sent  in  by  Allen  J.  Moses,  Tuc- 
son, Ariz.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
ThouKhts  on  the  Business  of 
Life  is  presented  to  senders  of 
texts  used. 


The  glory  of  young  men  is  their 
strength:  and  the  beauty  of  old  men 
is  the  gray  head.       —Proverbs  20:29 
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Chris-Croft  employees  ore 
oil  In  the  some  boot. 

They're  protected  by  Workmert's  Comp 
From  The  Home. 


Chris-Craft  Industries  is  known  around 
the  world  for  the  boats  they  build 
—  from  sporty  16-footers  to  ocean-going  yachts. 
But  this  diversified  corporation  also  owns 
television  stations  in  major  U.S.  markets  and 
manufactures  a  variety  of  industrial  products. 

For  several  years,  they  self-insured 
their  Workmen's  Compensation  coverage.  When 
this  proved  unsatisfactory,  they  turned  to 
The  Home.  Now  they  have  a  program,  custom- 
crafted  for  Chris-Craft  alone,  that  saves  them 
time,  trouble  and  money.  That's  a  beautiful 
boat  to  be  in. 


The  Homecandothesamefor  you,  whether 
your  company  has  a  few  dozen  employees  in 
a  single  location  or  a  few  thousand  employees 
across  the  country.  Along  with  the  most 
favorable  Workmen's  Comp  premiums.  The  Home 
provides  superior  safety  and  loss  control 
services  — plus  fast,  fair  claims  settlements. 

Your  company  can  also  benefit  by  steering 
your  Workmen's  Comp  into  The  Home  port. 
Just  call  your  broker.  Or  get  in  touch  with  your 
local  Home  agent.  He's  in  the  Yellow  Pages. 

Workmen's  Comp  coverage  for  Chris-Craft 
was  designed  by  Schiff  Terhune. 
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And  a  lot  of  money  managers 

don't  even  know 
Merrill  Lynch  handles  blocks. 


Our  Block  Special  Handling  Unit 
may  be  one  of  the  best  kept  secrets 
on  Wall  Street. 

Frankly,  it  wasn't  intentional. 

But  we've  grown  so  fast  since  we 
started  positioning  blocks  in  August, 
'69,  that  a  lot  of  money  managers 
seemed  to  have  missed  the  news. 

Merrill  Lynch  handles  blocks. 

A  lot  of  them. 

During  1971,  our  Block  Special 
Handling  Unit  executed  2,245 
blocks  of  10,000  shares  or  more.  To- 
tal value,  over  $2.2  billion.  And  these 
figures  don't  include  our  OTC  block 
business,  exchange  distributions, 
and  unregistered  secondaries. 

But  we  don't  expect  you  to  be  im- 
pressed just  by  the  figures.  What 
really  counts  is  why  we've  come  so 
far  so  fast.  Here  are  five  possible 
reasons : 

1.  No  committee  decisions. 

Our  approach  to  block  trading  is 
direct.  Our  Block  Special  Handling 
Manager,  Sam  Hunter,  and  his  two 
top  associates,  Jim  Ridgway  and 
Don  Grady,  can  commit  our  capital 
in  substantial  amounts  whenever 
necessary.  For  large  or  small  blocks. 
Not  just  tag  ends. 

2.  Experience. 

Our  block  traders  are  far  from 
being  graybeards.  Even  so,  Sam 
Hunter,  Don  Grady,  and  Jim  Ridg- 
way have  handled  about  10,000 
blocks  during  their  careers.  They're 
backed  by  a  staff  of  23  in  New  York 
plus  special  institutional  liaison 
teams  in  12  other  major  United 
States  cities. 

3.  Feet  of  the  market. 

We  stay  in  personal  contact  with 
virtually  M  the  major  financial  in- 
stitutions 

But  the  real  edge  we  give  you  is 
our  office  netvuuk  (197  in  155  U.S. 
cities).  It  helps   -  -eep  tabs  on  re- 


1971 

2.245  blocks 
47,007,495  shares 


1970 


929  blocks 
16  970  670  shares 


1969 

(August  December ) 

175  blocks 

3  591  000  shares 
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gional  insurance  companies, 
smaller  banks,  and  middle-sized 
pension  funds.  Literally  thousands 
of  financial  firms  outside  the  major 
money  centers. 

4.  Communications. 

We're  not  the  phone  company's 
biggest  customer. 

But  we  must  be  close. 

A  private  wire  network  to  all  250 
Merrill  Lynch  offices  worldwide  tells 
our  Institutional  Account  Execu- 
tives what  merchandise  we  have, 
whether  we're  buyers  or  sellers. 

In  addition,  the  institutional  de- 
partments in  54  of  our  largest  offices 
are  interconnected  with  each  other 
and  New  York  via  an  open-line  voice 
intercom  system. 

Minute-by-minute  coverage  gives 
our  traders  a  fast  hne  on  the  size  of 


the  market,  timing,  and  price. 

5.  Floor  coverage. 

Our  floor  coverage  on  the  major  i 
exchanges  gives  us  good  feedback  > 
on  size  and  depth  of  specific  mar- 
kets. Our  19  Big  Board  floorbrokers 
handle  one  out  of  every  six  trades 
on  the  NYSE.  We  have  10  floorbrok- 
ers on  the  AMEX.  And  direct  lines  to 
the  four  major  regional  exchanges. 

How  to  get  more  information. 

If  you'd  like  to  find  out  more 
about  our  block  handling  services, 
just  call  Sam  Hunter,  Vice  President 
and  Manager  of  our  Block  Special 
Handling  Unit.  Phone  (212)  732- 
5109.  Or  write  to  him  at  Merrill 
Lynch,  Pierce,  Fenner  &  Smith  Inc. 
70  Pine  Street,  New  York,  N.Y. 
10005. 


I^errill  Lynch  Services  for  Management 
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Side  Lines 


Taking  the  Skeletons  out  of  the  Closet 

Forbes  has  been  in  the  vanguard  of  alerting  businessmen  and  in- 
vestors to  some  of  the  funny  things  that  go  into— and  come  out  of— 
that  magic  figure  known  as  corporate  earnings.  We  have  reported 
the  whole  gamut:  from  outright  fraud  and  cunning  dissimulation  to 
honest  confusion  and  sincere  differences  of  opinion. 

A  bit  belatedly,  the  professional  accountants  have  awakened  to  the 
situation  and  have  been  working  fairly  hard  to  tighten  the  rules.  Even 
so,  the  potential  for  mischief  and  for  confusion  remains  formidable. 

The  simple  fact  is  that  there  are  still  many  acceptable  options  un- 
der Generally  Accepted  Accounting  Principles.  Do  you  report  depre- 
ciation on  an  accelerated  or  on  a  straight-line  basis?  Do  you  expense 
research  and  development  and  exploration  costs?  Or  do  you  capitalize 
them?  This  can  make  quite  a  difference,  not  only  in  comparing  one 
company  with  another  but  also  in  judging  the  quality  of  earnings.  It 
also  makes  a  big  difference  when  a  company  switches  from  accelerat- 
ed to  straight-line  depreciation,  for  example.  The  net  effect  will  be 
to  inflate  earnings  in  the  year  the  change  was  made. 

The  big  accounting  firms  frown  on 
switching.  But  they  haven't  always  been 
able  to  stop  it.  Leonard  Savoie,  executive  ^ 

vice  president  of  the  American  Institute  of  ({   jl  |f|H  £11?^"!' 

Certified   Public  Accountants,   puts   it   this 

way:  "As  long  as  we  still  have  alternative  y^fT'^tSi,<sm^^ 

methods    in   accounting— and   it's    apparent  /f^^^Oi'^fia  iPM" 

that  we  will  for  some  time— you  can  get  an  MT^iO'^P^'^'''^'-"^^ 

accounting  firm  to  say:  'Method  A  is  pref- 
erable, but  my  client  wants  Method  B  and 
Method  B  is  acceptable  and,  as  long  as  the 
rest  of  the  profession  permits  B,  then  we 
will,  too.  We  can't  risk  losing  a  client.'  Near- 
ly all  of  them  will  say  this  when  it  comes  to  a  showdown." 

It  is  going  to  be  easier  for  an  auditor  to  say  "no"  to  a  client  now, 
thanks  to  two  things— Opinion  20  issued  last  July  by  the  Accounting 
Principles  Board,  which  requires  companies  to  show  in  their  annual 
reports  what  impact  accounting  changes  will  have  on  earnings  and  to 
justify  those  changes,  and  a  Securities  &  Exchange  Commission  ruling 
issued  last  September,  which  requires  companies  to  report  within  sever- 
al weeks  on  its  8K  form  any  change  in  auditor  that  took  place  and 
whether  that  change  involved  a  disagreement  in  accounting  principles. 
Significantly,  the  previous  auditor  is  also  required  to  state  whether  it 
agrees  or  disagrees  with  the  company's  stated  reason  for  seeking  an- 
other auditor.  Put  simply,  if  a  company  fires  its  auditor  for  being  too 
strict,  this  goes  on  the  public  record.  "This,"  says  Savoie,  "is  an  at- 
tempt to  stamp  out  the  so-called  practice  of  shopping  for  accounting 
principles."  Savoie  thinks  the  two  moves  will  stiffen  the  auditors'  backs. 

One  big  question,  however,  is  who  will  be  able  to  spot  this  impor- 
tant disclosure.  While  the  8K  is  a  public  document,  it  is  about  as  ac- 
cessible to  the  average  investor  as  President  Nixon's  last  will  and  testa- 
ment. An  investor  won't  get  it  from  the  company  in  the  mail.  Few 
brokerage  firms  have  an  abundant  supply.  Traveling  to  the  gloomy 
vaults  of  the  SEC  library  in  downtown  Manhattan  or  Washington, 
D.C.  is  not  something  to  be  undertaken  lightly. 

Savoie  concedes:  "I  realize  the  public  doesn't  have  ready  access." 

Forbes  reporters  will  be  watching  the  8Ks  carefully.   ■ 
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To'envision  this  unbelievable  event 

t  require  the  soul  of  a  true  believer. 

It  requires  an  unbelievable  tvi/o  dollars  a 

iFor  that  pittance,  you  can  easily  turn 
■rdinary  telephone  into  a  minor  miracle- 

The  Telecopier  transceiver  doesn't  de- 
the  guidance  of  a  special  operator.  All 
itve  to  do  to  use  it  is  establish  contact  by 
.  Then  you're  ready  to  send  exact  copies 
ers,  charts,  contracts,  sales  reports  or 
ng  on  paper.  Cross  town  or  cross  country, 
minutes  or  less. 


First,  insert  your  document,  then  place 
the  telephone  receiver  into  the  Telecopier  unit, 
and  be  slightly  amazed  while  an  exact  copy 
comes  out  wherever  the  other  Telecopier  is. 

Positively  remarkable?  This  minor  mir- 
acle helps  thousands  every  day.  Shouldn't  it 
start  helping  you  tomorrow? 

Telecopier  turns  any  telephone 
into  a  copy  machine. 


XEROX« 


ninor-miracle 


The  only 
trouble  with  a 

fifteen  year  old  Scotch 
is  that  it  takes 

fifteen  years  to  make  it. 

Fifteen  year  old  Scotch  is 
Scotch  at  its  best. 

Yet  very  few  people  have 
ever  had  the  opportunity  of 
drinking  a  fifteen  year  old 
Scotch.  And  for  a  very  simple 
reason. 

Today  Scotch  is  so  popular 
that  very  few  profit-minded 
businessmen  are  willing  to 
wait  fifteen  years  for  their 
Scotch  to  fully  mature,  when 
without  too  much  difficulty 
they  can  sell  a  five  or  eight  or 
twelve  year  old  Scotch. 

But  we  go  back  over  200 
years  to  when  making  Scotch 
was  as  much  a  work  of  love  as 
anything  else.  (For  nine 
successive  reigns  the  House 
of  Justerini  &  Brooks  has  been 
the  holder  of  the  Royal  Warrant.) 

And  so  it  is  that  we  are 
pleased  to  present  a  Scotch 
rriade  the  way  Scotch  was  made 
in  another  day  and  age. 
Fifteen  year  old  Royal  Ages. 

Royal  Ages  is  another 
experience  in  Scotch. 
Unbelievably  comfortable  to 
the  experienced  palate.  A 
smootn,  calm  tasting  Scotch 
with  not  the  slightest  hint  of  a 
rough  edge. 

It  is,  in  short,  Scotch  at  its 
best. 

Fifteen  year  old  Royal 
Ages.  We  are  pleased  to  present 
you  with  the  opportunity  to 
drink  it. 

Royal  Ages 

Fifteen  years  of 
breeding. 


86  Proof. 

15  Ycir  Old  Blended  Scotch  Whisky. 
The  Paddington  Corp.,  N.Y.  10020 


Trends 

&  Tangents 


FOREIGN 


Where  Does  the  Money  Go? 

The  U.S.  automobile  culture  not- 
withstanding, the  average  family  in- 
Britain  spends  about  the  same  share 
of  its  income  on  transportation  (just 
under  14%)  as  Americans  spend. 
But  Britishers  spend  considerably 
more  on  food  (25.7%  vs.  18%), 
while  Americans  spend  more  on 
housing  (14.9%  us.  12.6%).  A  big- 
ger percentage  of  the  average  Brit- 
on's budget  goes  for  alcoholic  bev- 
erages (4.5%)  and  tobacco  (4.8%) 
—but  probably  because  of  higher 
taxes  on  these  items  in  Britain  rath- 
er than  higher  consumption. 


BUSINESS 


The  Cost  Rises 

It's  getting  to  the  place  where 
pollution  is  not  only  a  public  re- 
lations embarrassment,  it  can  also 
be  darned  expensive.  For  the  past 
18  months  Nevada  Cement  Co. 
sprinkled  tiny  Fernley,  Nev.  (pop- 
ulation: 1,470)  with  a  total  of  over 
5,000  tons  of  fast-sticking  quick- 
lime dust,  or  about  7,000  pounds 
per  inhabitant.  Eighty-five  white- 
faced  residents  sued,  and  a  Nevada 
district  judge  has  just  awarded 
them  a  record  $2-million  judgment 
(including  $1.4  million  in  punitive 
damages),  or  over  $1,350  per  town 
resident— equal  to  a  full  5%  of 
stockholders'  equity  in  the  parent 
company,  Centex  Corp. 

Racing  for  Sales 

B.F.  Goodrich  quit  auto  racing 
in  the  late  Twenties  to  concentrate 
on  aircraft  tires,  where  it  is  now  an 
industry  leader.  But  in  the  much 
bigger  auto  market  it  fell  far  be- 
hind Goodyear  and  Firestone.  Try- 
ing to  catch  up,  Goodrich  is  back 
in  racing.  This  year  it  is  sponsoring 
a  team  of  Corvettes  using  Good- 
rich's new  Lifesaver  Radial  T/A 
tires.  Goodrich  will  ballyhoo  the 
fact  that  they  are  regular  passenger 
car  tires— not  special  racing  tires— 
and  that  they  are  the  only  passen- 
ger car  tires  approved  for  racing 
by  the  Sports  Car  Club  of  America. 
Goodrich,  the  first  U.S.  radial  tire 
producer,  now  claims  to  have  over 
half  the  domestic  market. 


Digging  In 

Though  rising  costs  forced  it  to 
close  one  of  its  Alabama  coal  mines 
last  year  (Fobbes,  Dec.  1,  1971), 
big  Atlanta-based  electric  generator 
Southern  Co.  is  at  it  again.  Its 
Alabama  Power  unit  is  teaming  up 
with  Republic  Steel,  which  has  ex- 
tensive Alabama  coal  reserves,  to 
buy  2  million  tons  of  Republic- 
mined  coal  yearly  for  the  next  25 
years.  That  should  just  about  cover 
the  fuel  needs  of  Alabama  Power's 
new  850,000-kilowatt  steam  plant, 
the  company's  biggest  yet. 

Fixing  the  Repairman 

It  should  come  as  no  surprise 
that  the  No.  One  consumer  com- 
plaint in  California  is  about  auto 
repairs.  It's  a  $2.5-billion-a-year 
industry,  in  which  the  amount  of 
fraud  and  chicanery  is  estimated 
to  range  from  $250  million  to  $1.5 
billion.  In  an  attempt  to  improve 
matters,  the  California  legislature 
has  passed  a  law  creating  a  self- 
financed  Bureau  of  Automotive 
Repairs  and  requiring  all  auto  re- 
pair shops  to  be  licensed  by  July 
1.  After  that,  fraud,  negligence  or 
"disregard  of  accepted  trade  stan- 
dards for  good  and  workmanlike 
repair"  could  bring  fines  of  up  to 
$1,000  or  even  jail  tenns.  ■ 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$5  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LASEL  HERE 


I      

I       Name  (please  print) 


I       New  Address: 
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■n 


State 


Zip 
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READERS  SAY 


Virgin  Stock  Barely  a  Bargain 

SiK:  Coiildnt  help  noticing  \our  com- 
ments that  Playboy's  first  pubhc  issue 
"failed  to  breast  the  tide. "  As  one  of 
the  stockholders,  the  new  issue  uas  a 
total  bust. 

—Dick  M.^eijlin 
Muscatine,  Iowa 

Virtues  of  Full-Cost 

SiK;  Re  your  article  on  petroleum  in- 
dustry accounting  (  Forbes,  Dec.  1 ) . 
The  full-cost  accountinsi  method  allo- 
cates all  costs  of  oil  e.xploration  to  the 
oil  reserves  which  are  discovered  by 
such  exploration.  These  costs  are  amor- 
tized o\er  the  production  of  oil  from 
the  reserves  discovered.  In  all  cases,  the 
amount  of  the  cost  which  is  amortized 
does  not  e.xceed  the  discounted  present 
value  of  the  reserves  discovered.  I'nder 
the  expense  method  of  accountinn,  com- 
panies are  able  to  adjust  their  reported 
eamines  by  merely  reducinu  or  increas- 
ing the  amount  of  exploration  which 
they  undertake  in  a  particular  reporting 
period.  In  addition,  thi'  expense  method 
understates  invested  capital  and  conse- 
quently overstates  return  on  invested 
capital,  thus  hindering  the  comparabiIit> 
ot  accounting  between  oil  companies. 
Use  of  the  expensi-  method  would  also 
tend  to  limit  the  capital  resources  avail- 
able to  the  independent  petroleum  in- 
dustr>  and  result  in  further  deterioration 
of  the  energy  supply  in  the  U.S. 

— Edwaki)  F".  C.akhol.i. 

Senior  Institutional  Petroleum  AiiaKst 

E.F.  Mutton  &  Co. 

New  \()rk,  N.\ . 

The  Baby  that  Didn't  Wait 

Su<:  In  "f^eaders  Sa\' '  (Dec.  15), 
reader  Thomas  of  Truro,  Mass.  oHered 
the  mar\elous  "Epitaph  for  a  Waiter" 
(By  and  By /Cod  caught  his  eye)  as 
something  "from  a  previous  century."  Da- 
vid .McCord,  the  former  Harvard  Alum- 
ni Secretary,  wrote  this  under  the  title 
"On  a  Waiter."  If  it  was  written  as  late 
as  the  last  century,  he  nuist  have  been 
a  very  precocious  baby. 

— RiCHAHD  H.  Anthony 
New  York,  N.V. 

Sk!  Sk! 

SiH:  Tsk!  Tsk!  You  fell  into  the  same 
pit  which  less  sophisticated  publishers 
ha\e  many  times— misspelled  Schuarz 
(Forbes,  Dec.  15).  You  used  the  for- 
bidden "t." 

—Edward  Bozohth 
New  York,  N.Y. 

.4  researcher's  quick  check  of  the 
New  York  Telephone  Directory  found 
Scliwarz  spelled  with  the  "t."  But 
F.A.O.  Schwarz  says  it  lists  itself  under 
both  spellings  so  that  customers  will  find 
the  number  on  the  first  try  and  not  get 
teed  off— Ed. 


Miss  Kiyoko  announces 
Workbreak  Weekends 
for  businessmen. 


When  you  take  a  business  trip  to 
the  Orient,  Japan  Air  Lines 
believes  it  shouldn't  be  all  work 
and  no  play.  With  JAL's  new 
Executive  Service  we  provide 
everything  you  need  to  unwind  on 
one  of  our  unique  mini-vacations. 
We  call  them  Workbreak 
Weekends. 

There's  one  to  Kyoto,  for 
instance,  that  you  can  take  after 
your  business  week  in  Tokyo.  Or 

Japan  Air  Lines 

P.O.  Box  1160,  New  York,  N.Y.  10019 

Att:  Executive  Service  Department 


stop  off  in  Honolulu  on  your  way 
home.  Each  of  JAL's  new  2-day 
Workbreak  Weekends  in  Japan 
or  Hawaii  includes  hotel, 
transportation,  sightseeing,  etc.— 
all  for  as  little  as  $16  a  day 

It's  just  what  you'd  expect  from 
Japan  Air  Lines.  The  airline  with 
more  flights  to  Japan  than  anyone. 
From  New  York,  Los  Angeles, 
San  Francisco,  Honolulu 
and  Vancouver      ^. 

The; 
thousand-year-old 
airline.' 

UAPAN  AIR  LINES 


Please  send  me  free  details  of  Japan  Air  Lines'  new  Workbreak  Weekends. 
(Print  below  or  attach  your  business  card.) 

Name 


Company. 
Address— 
City 


-Tel. 


-  State - 


-Zip. 


My  travel  agent  is . 


FB-011572 


WHERE  CAN  i 

FIND 

A  PLUG? 


\r 


For  power  to  run  things,  hardly  anywhere  compares  with  Knoxville.  The  heart  of 
TVA  low  cost  electric  country  is  kept  humming  with  over  7  million  kilowatt  hours 
every  day.  From  over  14  nearby  hydroelectric  and  steam  plants.  And  Knoxville  is 
low  cost  coal  country.  And  low  cost  gas  country.  And  low  cost  nuclear  country  too. 
Served  by  two  progressive  railroads  and  23  iruck  lines.  People  power  is  available 

from  the  University  of  Tennessee, 
Knoxville  College,  six  business 

-^  /-lifc.  -vv -//i■^^^^n  colleges  and  vocational 

^nOXViLlE    (       "^      *^    S,    >C)^^V^^^^  1)1)}  schools.  There's  no  power 

9  fin«      \     (^      '         )(  "^^^iLt  shortage  here.  Knoxville  has 

ni_Jie^       \^    l*       r~v^  N^O       ^^'^^  power  for  you  to  burn.  Call 

rEOPl?  K/— /  v-aC^  ^-  °°"  '^°''*i®'d.  Director, 

/Vt;>,  ^r^^^f^^^^  Economic  Development, 

(big   or  little)  M~Xn^  /    \y~^  705  Gay  street,  Knoxville,  Tennessee  37902. 


KmviLLEiim! 

CITY    •    COUNTY    •    CHAMBER   OF  COMMERCE 
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From  the  proud  inventors  at  Gould: 
New  ways  to  put  ink  on  any  tiling. 
Portable  dayiigiit. 
Tlie  most  advanced  underwater  missile. 

Gould  is  a  $342  million  company  that  believes  there  is  a  lot  more  left  to  invent.  We're 
backing  that  belief  by  investing  over  $10  million  in  new  product  R  &  D  in  those  areas  where 
we  combine  real  technical  know-how  with  experience  in  the  market. 


We've  developed  a  new  way  to  print. 

Our  Gould  inventors  have  developed 
an  electrically  operated  nozzle  to  con- 
trol the  flow  of  ink.  This  non-impact 
printing  process  propels  the  ink  in  the 
form  of  a  drop  to  any  printing  surface. 

We  can  print  shades  of  gray  and 
black  for  halftone  reproduction.  Or 
propel  a  number  of  colors  at  the  same 
time  to  produce  multi-color  reproduc- 
tion. 

The  process  has  broad  application 
in  computer  peripheral  equipment, 
facsimile  machines,  textile  printing 
systems,  cancelling  and  trademark 
imprinting  processes. 


Our  background  in  consumer  bat- 
teries led  to  a  new  fluorescent  lantern. 

As  outdoor  activities  have  grown,  so 
has  the  need  for  a  reliable,  more 
powerful  portable  light  source.  Our 
Burgess  battery  experience  helped  our 
inventors  to  develop  a  unique  answer: 


bit  more  reliability  and  performance. 
Obviously  we  can't  tell  you  much  about 
it,  but  it's  probably  safe  to  say  that  the 
Mk.  48  Mod.  1  is  the  most  sophisticated 
undersea  weapon  yet  developed. 


4 


A  powerful  battery  operated  fluores- 
cent lantern.  Its  market  acceptance 
has  been  tremendous,  as  a  camping 
lantern  and  emergency  lighting  for  the 
home. 

Thirty  years  of  experience  produced 
the  MK-48  underwater  missile. 

You  may  have  heard  about  our  con- 
tract with  the  Navy  to  build  the  newest 
underwater  defense  weapon.  We  won 
it  because  our  product  offered  a  little 


You'll  be  seeing  the  Gould  name  on 
a  lot  of  new  things. 

Today  it's  on  bio-medical  instru- 
ments, graphic  input  and  output 
systems  for  computers  and  precision 
measuring  systems.  We  also  make 
Burgess  batteries  for  your  home, 
battery-powered  systems  for  lawn  and 
garden  products,  and  Gould  batteries 
for  your  car. 

Our  proud  inventors  are  making  a  lot 
of  new  things  happen.  You'll  be  hearing 
from  us.  Gould  Inc.,  8550  West  Bryn 
Mawr  Avenue,  Chicago,  Illinois  60631. 


GOULD 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


COMPULSORY  ARBITRATION 


It  has  to  come. 

At  least  and  at  the  minimum  in  certain  publicly  es- 
sential industries  where  the  monopoly  power  of  unions  is 
so  total  as  to  make  a  mock  of  "negotiations."  Like  transpor- 
tation, including  ports  and  shipping. 

Ditto  police,  firemen,  sanitation,  transportation  shut- 
downs in  cities. 


Ditto  utilities,  such  as  the  strike  that  blacked  out  Britain 
during  last  winter  and  nearly  broke  the  back  of  organized 
labor  there. 

Compulsory  arbitration  has  properly  been  anathema  to 
management  and  unions,  and  it  should  remain  so  except 
where  the  monopoly  of  the  union  is  total  and  the  service 
or  industry  is  essential. 


TWO  DIRTY  WORDS 


Profit. 

Capital. 

As  monotonously  bad-mouthed  by  uneducated  educa- 
tors, unintelligent  intellectuals,  electioneering  labor  lead- 
ers and  a  mass  of  assorted  leftists  and  unliberal  liberals, 
it's  little  wonder  that  these  two  words  have  come  to  have 
a  dirty  meaning  to  too  many. 

The  fact  of  the  matter  is,  of  course,  that  without  profits 
there  can  be  no  capital,  and  without  capital  there  can  be 
very  little  freedom  and  democracy— except  the  freedom  to 
starve  together  in  democratic  fashion. 

An\    kid   who   ever   sold    newspapers   or   lemonade   or 


mowed  lawns  to  save  enough  to  buy  shoes  and  maybe  a 
bike  knows  capital  is  good  to  have. 

And,  ironically  enough,  most  any  Communist  nurturing 
his  own  garden  patch  and  seeking  a  better  apartment 
knows  that  he  is  spurred  by  the  idea  of  profit— whether  in 
the  form  of  money  or  the  things  that  money  buys,  such  as 
extra  and  fresher  vegetables  or  a  better  place  to  live. 

It  would  seem  that  only  a  people  such  as  ourselves,  who 
have  the  most  capital  and  profit  and  hence  the  highest 
material  and  educational  levels  in  the  whole  world,  can 
afford  the  luxury  of  trying  to  make  dirty  words  out  of  two 
things  so  essential  to  our  freedom. 


GOOD  MAN 


When  Da\  id  Packard,  helmsman  of  the  emi- 
nently successful  electronics  company  Hew- 
lett-Packard, was  named  by  President  Nixon 
to  the  key  post  of  Deputy  Defense  Secretary, 
he  was  an  unknown  quantity  to  most  of  the 
country. 

At  his  retirement  from  that  post  and  his 
return  to  chairmaning  the  Hewlett-Packard 
board  three  years  after  leaving  it,  I  doubt  if 
any  informed  and  caring  citizen  isn't  mighty 
sorry  to  see  him  go.  He  was  able  to  bring  more  order 
and  sense  to  the  incredibly  vast  and  complicated  defense 
procurement  procedures. 


'^ 


The  country  reaped  an  additional  dividend 
from  his  sei-vice.  His  holdings  in  Hewlett- 
Packard  were  put  in  trust  with  the  understand- 
ing that  if  there  were  any  profits  and  divi- 
dends, all  would  go  to  charity  on  his  separa- 
tion from  government.  It  turns  out  there  was 
$23  million  worth. 

While  there  are  not  many  in  a  position  to 
give  up  $23  million  for  the  privilege  of  work- 
ing  interminable   hours   in    one   of   the   coun- 
try's toughest  jobs  for  a  salary  of  $42,500  a  year,  it's  nice 
to  know  that  one  who  could,  did. 
David  Packard's  a  good  man. 
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PROPER  CLEARING 

At  a  time  of  rising  unemployment,  New  York's  welfare 
numbers  at  one  point  underwent  a  decline. 

The  reasons? 

New  York  State  now  requires  certain  welfare  recipients 
to  pick  up  their  checks,  and  that  those  well  and  able  to 
work  be  given  jobs  in  city  agencies  at  approximately  a  $3- 
an-hour  rate. 

So  those  collecting  welfare  and  working  elsewhere; 
those  who  have  moved  to  sunnier  climes  and  have  friends 
forward  their  checks;  those  who  are  outraged  at  the 
prospect  of  working  at  a  $3-an-hom-  rate  don't  show  up 
to  pick  up  the  checks  that  heretofore  have  been  mailed. 


OF  THE  ROLLS 

Where  illness  or  ignorance  of  the  change  or  family  sit- 
uation and  responsibilities  make  it  impossible  for  a  welfare 
recipient  to  call  in  person,  a  doctor's  certificate  or  some 
such  should  be  able  to  put  him  back  on  the  maihng  list. 
But  I'd  wager  this  is  a  small  percentage  of  those  who 
haven't  shown  up. 

This  nation's  welfare  costs  are  gargantuan,  but  no  one— 
in  his  right  miiixi— would  maintain  they  are  not  right, 
proper,  essential. 

By  the  same  token,  no  one— in  his  right  mind— would 
maintain  that  the  cities  and  states  can  afford  to  pay  sub- 
stantial numbers  of  fraudulent  recipients. 


A  DOZEN  EDITORIALS  IN  ONE 


In   case   you   missed   it,   here's   a   fabulous   Associated 
Press  interview  in  the  course  of  which  Mrs.  Jolene  Gearin's 
every  comment  should  spark  your  own  commentary. 
SAN   PEDRO,   Calif.    (AP) -Jolene   Gearin   says 
she  was  poor  before  she  inherited  $200,000  four 
years  ago.  Now  she's  poor  again  and  cheerfully  ad- 
mits, "We  blew  it." 

Mrs.  Gearin  was  living  in  a  $75-a-month  apart- 
ment when  she  learned  she  would  inherit  $200,000 
from  the  estate  of  her  father,  Chester  Hanson. 
With  her  husband,  Leonard,  a  merchant  marine 
seaman,  and  their  four  children,  she  waited  through 
two  years  of  court  action  for  the  money.  Then 
taxes  took  part  of  it. 

"But  when  it  came,  it  really  wore  us  out  spend- 
ing it,"  she  recalls.  "We  were  just  exhausted.  We 
couldn't  spend  it  fast  enough." 

Where  did  the  money  go? 

"We  bought  cars  and  motorcycles  for  the  boys, 
and  a  truck,  and  a  $2,000  hi-fi  .  .  .  and  clothes, 
and  we  put  a  down  payment  on  a  house,  and  the 
girls  and  I  had  all  our  teeth  capped,  and  I  had 
my  breasts  lifted  . . . 


"And,  oh  yes,  we  bought  ski  equipment  .  .  .  and 
we  traveled  . .  .  we  put  200,000  miles  on  one  of 
the  cars  in  one  year  .  .  .  and  we  all  saw  a  psychia- 
trist ...  I  invested  $10,000  in  the  stock  market  and 
lost  $4,000  ...  and  we  spent  $5,000  on  new  furni- 
ture, a  washer  and  a  dryer,  small  appliances  . .  . 

"We  paid  cash  for  everything  .  .  .  ." 

Lessons  learned?  "You  can  sure  waste  a  lot  of 
money  on  cars,  and  the  stock  market  is  a  bad  in- 
vestment," Mrs.  Gearin  said. 

Lasting  effects?  "When  we  found  out  about  the 
money,  it  brought  the  family  together.  It  was  the 
first  time  in  our  lives  that  we  really  worked  and 
planned  together  .  .  . 

"After  the  money  was  gone  we  started  fight- 
ing. They  kept  saying,  'Why  didn't  we  spend  it 
this  way?'  But  they  were  all  there  to  spend  it  and 
we  all  had  fun  .  . . 

"It  made  us  all  different.  The  family  needed 
this  .  .  .  But  all  of  a  sudden  when  we  realized  we 
were  broke,  we  decided  there  was  a  brand  new 
world  out  there  .  .  .  We  all  got  smart.  We  realize 
now  that  the  fun  is  over." 


WHICH  ONE  GETS  YOUR  BUSINESS? 


The  airlines  need  more  passengers. 

So  American  Airlines  is  wooing  them  with  full-page  ads 
about  having  put  a  piano  in  the  middle  of  its  747  coach 
lounge. 

In  contrast.  United  headlines,  "You're  going  to  have  to 
find  a  new  excuse  to  leave  your  wife  at  home,"  and  goes 
on  to  describe  a  special  two-thirds  off  the  price  for  wives 
along  on  business  trips. 

Now  I  am  sure  there  is  nothing  better  calculated  to 
keep  some  businessmen  off  an  airplane  than  the  prospect  of 

SIZE 

Those  who  act  big  seldom  are. 
True  bigness  is  nc         apitalized. 
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having  to  listen  to  a  bunch  of  high  passengers  singing 
around  a  plinking  piano  .  .  .  unless,  for  the  same  some 
businessmen  (or  another  some)  it's  the  prospect  of  taking 
their  wives  along  on  the  next  overnight  trip  to  Peoria. 

On  the  other  hand,  of  course,  if  you  like  to  play  the 
piano  and  sing  along  as  you  wing  along,  American's  ob- 
viously the  way  to  go,  or  take  United  if  your  wife  adores 
Peoria— or  if  you  have  a  willing  stand-in. 

Somehow  I  think  United's  probably  got  the  best  pitch 
no  matter  how  well-tuned  American's  piano. 

BEING  LITTLE  BELITTLES 

Keeping  score  of  old  scores  and  scars,  getting  even  an| 
one-upping  always  make  a  man  less  than  he  was.  4 

—Malcolm  S.  Forbes, 

Editor-in-Chief 


\ 
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opes  evening  news 
isn't  good  for  us. 

Many  Americans  think  our  own  television  news  isn't 
good  for  us.  That  we  seem  to  go  out  of  our  way  to  find  and 
show  bad,  depressing,  even  enibarrassing  news. 

Now,  imagine  the  worst  of  that  news  being  shown 
to  many  Europeans  on  their  own  television  news  and  public 
affairs  programs.  And,  in  many  cases,  pointedly  re-cut  and 
editorialized. 

It's  happening.  And  many  Europeans,  particularly  the 
young,  are  convinced  America  today  is  a  horrifying  country. 

This  newest  of  our  image  problems  is  the  subject  of 
a  current  five-i)art  series  in  TV  Guide  entitled  "America  Out 
of  Focus"  and  written  by  editor  Merrill  Panitt. 

The  series  will  examine  why  and  how  America  is 
presented  this  way,  who  is  benefiting,  and  what 
solutions  are  possible.  It's  the  kind  of  topical  and 
in-depth  reporting  that  33.8  million  adult  readers 
have  come  to  expect  from  TV  Guide. 


TV 

GUIDE 


TRIANGLE  PUBLICATIONS,  INC. 


Read  'America  Out  of  Focus'^starting  in  our  January  15th  issue. 


Forbes 


Bar  bra  &  Paul  &  Steve  &  Sidney 

. .  .  plan  to  let  the  investing  public  play  in  their 
league.  The  question  is,  who's  doing  what  to  whom? 


Proverb  for  today:  The  only  thing 
more  perishable  than  a  politician's 
promise  is  an  investor's  memory. 

The  truth  of  that  saying  is  about  to 
be  tested,  probably  later  this  month, 
when  First  Artists  Production  Co.  ex- 
pects to  bring  a  250,000-share  issue 
to  market.  The  per-share  price  had 
not  been  set  at  year's  end,  but  at  a 
FoKBES-estimated  price  of  $15  a 
share,  Barbra  Streisand  and  Paul 
Newman  and  Steve  McQueen  and 
Sidney  Poitier  stand  to  raise  some 
$3.8  million  from  the  investing  public. 

After  the  1929  market  crash,  it  took 
over  two  decades  before  the  individ- 
ual investor  was  willing  to  venture 
back  into  the  stock  market.  In  a  later 
and  more  affluent  day,  four  years 
elapsed  after  the  market  crash  of 
1962  before  the  start  of  the  high 
jinks  of  the  late  Sixties.  But  less  than 
two  years  have  now  passed  since  the 
carnage  of  1969  and   1970.  Has  the 


public's  memory  already  faded?  Cer- 
tainly this  new  issue  does  not  qualify 
as  anything  other  than  a  long  shot. 

It  is  difficult,  if  not  close  to  im- 
possible, to  tell  from  the  preliminaiy 
prospectus  whether  and  under  what 
circumstances  the  public  investor 
would  or  wouldn't  get  what.  The 
preliminary  prospectus  does  offer  a 
formula  that  can  be  applied  to  the 
company's  revenues  to  determine 
what  might  come  down  to  earnings. 
But  applying  the  formula  defeated 
the  best  efforts  of  the  knowledgeable 
industry  sources  consulted  by  Forbes 
—entertainment  lawyers,  exhibitors 
and  tax  advisers.  When  Forbes 
pointed  out  to  a  lawyer  for  First  Art- 
ists that  the  explanation  of  the  for- 
mula in  the  prospectus  had  stumped 
experts,  he  replied:  "Tough.  Tliey  can 
go  to  Washington  and  look  at  the 
documents  [filed  with  the  Securities  & 
Exchange  Commission]." 


They  were  very  astute,  the  mem- 
bers of  that  New  England  school 
board.  They  voted  to  tear  down  the 
old  schoolhouse;  to  use  the  old  bricks 
to  build  a  new  schoolhouse;  but  to 
continue  to  use  the  old  schoolhouse 
until  the  new  one  was  completed. 

If  you  say  that  fast  enough,  it  seems 
to  make  a  certain  amount  of  sense.  So, 
too,  with  the  First  Artists*  prospectus. 
Each  star's  separate  production  com- 
pany is  committed  to  putting  out 
three  pictures.  When  any  picture  be- 
gins to  bring  in  revenues,  9%  off  the 
top  goes  to  First  Artists.  The  rest  of 
the  gross  revenues  are  divided  un- 
der an  elaborate  formula,  going  to 
National  General  Pictures  Corp., 
which  will  distribute  the  films;  to  pay 
the  star's  production  company;  to  re- 
pay the  money  First  Artists  put  up  ini- 
tially; and  to  pay  deferred  costs. 

Profit?  What  is  left  over  from  gross 


The  Great  Calculator  Glut 

You  can't  say  Japan's  Sharp  isn't  sharp.-  When  its  calculator  inventories  got  too 
big,  it  sent  its  production  workers  out  selling.  But  will  that  solve  its  problems? 


Many  Japanese  are  bitter  about 
what  they  call  "the  Nixon-Shock."  As 
though  all  their  current  economic 
worries  stemmed  from  the  recent 
monetary  crisis.  Not  so.  Many  of  the 
problems  currently  besetting  Japanese 
industry  predated  the  crisis  and  were, 
in  fact,  inevitable.  Take  the  depression 
afflicting  Japan's  calculator  business. 

Sharp  Coip.  dcveloix;d  the  world's 
first  transistorized  calculator  in  1964, 
and  thereafter  the  company's  sales 
soared  fiom  $84  million  to  $336  mil- 
lion. Profits  jumped  from  $2.2  million 
to  $14.6  million.  By  last  year  one  of 
every  three  desk-lop  calculators  in  the 
world  bore  the  Sharp  label. 

The  bloom  is  gone  from  the  cherry 
blossom.  In  its  fiscal  year  ended  Sept. 
30,  Sharp's  profits  fell  some  20%  to 
■S13.2  million  on  a  tiny  (2%-3«)  sales 
gain.  But  the  slide  was  picking  up 
speed:   In  September  Sharp  sliced  its 


calculator  production  (which  pro- 
vides just  over  a  third  of  its  total 
sales)  from  80,000  to  40,000  units  a 
month.  A  few  weeks  ago  Sharp,  in  a 
typically  Japanese  move,  transferred 
40%  of  the  calculator  production  force 
to  marketing.  Don't  laugh.  A  Japanese 
firm  can't  lay  off  workers.  Thus  a 
blue-collar  man  does  less  harm  trudg- 
ing the  streets  looking  for  business 
than  adding  to  an  inventory  already 
equal  to  three  months'  sales. 

With  sales  of  Sharp's  other  elec- 
tronic products,  mainly  color-TV  sets, 
also  sagging.  Sharp  is  in  trouble 
across  the  board.  Its  stock  recently 
sold  near  its  1971  low,  down  76^ 
from  its  1969  peak;  and  its  share  of 
the  domestic  calculator  market  is  off 
so  much  that  Sharp's  top  calculator 
man  Tadashi  Sasaki  says  ruefully: 
"Sharp  is  now  an  observer,  not  a  lead- 
er, of  the  calculator  market." 


What's  wrong  with  Sharp?  Better 
one  might  ask.  What's  wrong  with  the 
Japanese  calculator  industry?  "There 
are  too  many  people  in  the  business, 
too  much  product  and  no  one  is  mak-  ■ 
ing  any  money,  including  us,"  answers 
Sasaki.  "The  calculator  industry  in 
Japan  is  due  for  a  major  shakeout." 

The  number  of  producers  has  dou- 
bled to  22  in  the  last  four  years.  Ex- 
cess capacity  has  clobbered  the  do- 
mestic market.  Overseas,  where  60'/ 
of  Japanese  calculator  production  is  i 
sold,  the  revalued  yen  is  beginning 
to  hurt  and  hurt  badly.  No  longer  will 
Japanese  calculators  get  over  half 
the  U.S.  market:  Sharp,  for  one,  looks 
for  a  20%-30%  drop  in  its  U.S.  calcu- 
lator sales  this  year.  And  sales  to  Eu- 
rope are  threatened  by  new  restric- 
tions based  on  dumping  charges. 

Originally,  industry  executives  had 
expected  overseas  sales  of  1.7  million 
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revenues  will  be  shared  equally 
among  National  General,  the  star's 
personal  production  company  and 
First  Artists.  But  as  much  as  25% 
may  have  been  siphoned  oft  as  profit 
participation  for  such  as  the  film's 
director,  author,  or  other  performers. 
True,  National  General  will  be  a 
major  stockholder,  putting  up  an  esti- 
mated $1.5  million  for  an  amount  of 
additional  stock  equal  to  39%  of  the 
public  offering.  It  will  also  remit  to 
First  Artists  two-thirds  of  the  cost  of 
each  finished  film  prior  to  actual  dis- 
tribution. In  return  for  that  risk,  NG 
will  get  an  extra  share  in  the  profits, 
if  any.  The  stars  themselves  will  run 
the  show,  owning  40?  of  the  outstand- 
ing stock,  for  which  they  paid  between 
50  cents  and  75  cents  a  share. 

There  was  the  old  Uncle  Rernus 
story:  The  hack  wheels  of  a  wagon 
are  bigger  tfian  the  front  wheels.  So 


Sieve 


Sidney 


it  stands  to  reason  that  every  once 
in  a  while  the  back  wheels  will  catch 
up  tcith  the  front  wheels.  When  they 
do,  wJiam,  out  drops  a  fifty-cent  piece. 

The  underwriter  of  this,  however, 
is  not  Uncle  Remus  but  CBWL-Hay- 
den.  Stone,  which  masterminded  sev- 
eral insurance  company  takeovers 
during  the  wild  days  of  the  late  Six- 
ties and  whose  recent  "successes"  in- 
cluded bringing  to  market  such  new 
issues  as  James  Ling's  Omega-Alpha, 
Inc.  at  $5.50  a  share,  quoted  lately  at 
3/'4.  In  addition  to  its  underwriting  fee, 
CBWL-Hayden,  Stone  stands  to  get 
a  minimum  of  $350,000  in  consult- 
ing fees  from  First  Artists  over  the 
next  five  years. 

For  true  fans,  of  course,  all  this 
financial  detail  may  be  irrelevant.  The 
First  Artists  offering  promises  to  give 
them  something  beyond  material  sat- 
isfaction—namely, the  chance,   vicari- 


ously at  least,  to  rub  shoulders  with 
the  glamour  and  glitter  of  Hollywood. 

The  stars  themselves  get  something 
more  tangible.  By  putting  up  what 
Hollywood  calls  "seed  money,"  the 
faithful  investor  frees  the  stars  from 
having  to  knock  on  hardhearted 
bankers'  doors,  script  in  hand.  The 
stars  will  have  "full  creative  freedom," 
as  the  saying  goes,  in  choosing  what 
properties  are  filmed  and  what  per- 
sonnel will  film  them.  The  prospec- 
tus does  say  that  the  budget  and  pro- 
duction schedule  of  each  film  are  sub- 
ject to  approval  by  First  Artists,  but 
the  stars  themselves  are  among  the 
officers  of  First  Artists  and  together 
have  effective  voting  control  of  the 
company.  And  if  the  stars  happen  to 
be  busy  elsewhere,  their  agents  and 
lawyers,  who  are  also  among  First 
Artists'  officers  and  directors  can 
watch  out  for  their  interests. 

And  who  looks  out  for  the  inves- 
tors' interest?  Well,  the  SEC  did  insist 
that  the  prospectus  warn,  for  example, 
that  giving  "performing  artists  creative 
control  over  the[ir]  films  .  .  .  repre- 
sents a  significant  departure  from 
traditional  industry  practice." 

Is  there  a  market  for  such  totally 
speculative  stocks,  considering  what 
happened  in  1969-70?  Probably.  Re- 
minds us  of  an  Uncle  Remus  rhyme: 

One  fine  day  in  the  month  of  May, 

Bre'r  Rabbit  was  feeling  fine. 
So  he  tuck  to  the  road 
And  he  never  knowed 

The  place  ivhar  he  teas  gwine.  ■ 


desk-top  calculators  in  1971  out  of  a 
2.5  miUion  total  output;  now  they 
would  happily  settle  for  1  million  ex- 
ports out  of  a  1.8  million  total.  True, 
this   means  a  30%  year-to-year  gain; 

I        but  sales  used  to  triple  aimually. 

V  In  a  sense,  Japan's  calculator  indus- 

try has  been  a  victim  of  its  own  suc- 
cessful technological  search.  Its  rapid 
sales  growth  in  the  mid-1960s  was 
based  largely  on  the  transistor,  but 
,  the  early  transistorized  calculators 
were  too  bulky  and  expensive  to  tap 
the  potential  mass  market.  But  in 
1969,  Sharp,  working  with  North 
American  Rockwell,  introduced  the 
first  model  using  LSI  (large-scale  in- 
tegration), which  packs  the  equiva- 
lent of  thousands  of  transistors  into 
a  small  matchbook-sized  "chip." 

This  reduced  not  only  size  but  also 
selling  prices  to  below  $400.  Other 
manufacturers  hurried  to  bring  out 
LSI-based  models  made  under  tech- 
nical agreements  with  U.S.  firms:  Can- 
on with  Texas  Instruments,  Nippon 
Calculating  with  Mostek,  Casio  with 
Fairchild  Camera,  Ricoh  with  Ameri- 
can Micro,  Seiko  Watch  with  Inter- 


mil  and  Omron  Tateishi  with  its  own 
California  subsidiary,  Omron  Research 
&  Development.  Retail  prices  collapsed 
under  the  deluge  of  new  models,  fall- 
ing by  some  30%  last  year  alone.  Over- 
all, the  average  retail  unit  price  of 
electronic  desk-top  calculators  fell 
from  about  $1,000  in  1965  to  less 
than  $200  in  1971.  And  one  maker, 
Busicom  Corp.  of  Tokyo,  has  an- 
nounced plans  to  sell  an  eight-digit 
machine  for  less  than  $100. 

Calculators  To  Burn 

When  manufacturers  tried  to  offset 
falling  prices  and  profit  margins  with 
higher  output,  the  result  was  a  huge 
inventory  glut.  Says  Sharp's  Sasaki, 
"The  entire  industry  has  an  inventory 
overhang  of  about  three  months."  In 
fact,  the  newcomers  to  the  industry 
count  their  lack  of  inventory  as  a 
major  advantage.  Says  President  Ka- 
zuma  Tateishi  of  Omron  Tateishi,  'We 
can  challenge  the  front  runners  with 
a  relaxed  feeling." 

A  more  serious  challenge,  however, 
may  come  from  the  U.S.  itself.  A  small 
New   Jersey   electronics    firm   named 


Ragen  Precision  Industries  recently  in- 
troduced a  pocket-sized  calculator  a 
third  the  size  and  less  than  half  the 
price  (under  $100)  of  any  now  on 
the  market.  U.S.  companies  like  Fair- 
child  Camera  and  Texas  Instruments, 
which  now  supply  the  Japanese  with 
LSI  circuitry,  are  planning  to  intro- 
duce their  own  calculators.  Techno- 
logically, the  development  of  large- 
scale  integration  has  reduced  costs  to 
the  point  where  the  requisite  LSI 
chips  could  be  designed  efficiently  in 
the  U.S.  and  then,  if  necessary,  assem- 
bled in  captive  foreign  plants  and 
brought  back  into  the  U.S.,  without 
depending  on  Japanese  companies 
for  marketing. 

In  fact,  there  is  a  question  as  to 
whether  the  Japanese  calculator  in- 
dustry has  a  very  bright  future.  It 
may  prove  cheaper  for  the  Japanese 
to  import  small  calculators  assembled 
in  Puerto  Rico  or  Taiwan  with  cir- 
cuitry designed  in  New  Jersey  than  it 
would  be  to  make  their  own. 

It  all  seems  to  go  to  show  that  the 
Japanese  are  hardworking  and  very 
smart,  but  not  invincible.   ■ 
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A  Close  One? 


John  Connor  has  brought  Allied  Chemical  back 
from  the  brink.  Can  he  get  it  to  the  top  again? 


John  T.  Connor,  57-year-old  chair- 
man of  Allied  Chemical,  has  com- 
pleted the  messy  part  of  his  job,  but 
the  hardest  part  probably  still  lies 
ahead.  A  former  head  of  Merck  &  Co. 
and  President  Johnson's  Secretary  of 
Commerce,  Connor  took  over  as  chief 
executive  at  Allied  in  1968. 

Things  were  in  sad  shape.  In  an 
effort  to  upgrade  Allied's  aging  prod- 
uct line  of  bulk  chemicals,  previous 
managements  had  made  all  the  wrong 
moves.  The  company  plunged  heavily 
in  fertilizers— at  the  wrong  time.  It 
went  into  synthetic  fibers— too  late.  It 
was  losing  a  lot  of  money  on  foreign 
ventures,  including  a  huge  fertilizer 
complex  in  Iran  and  an  oil  refinery  in 
Costa  Rica.  A  1962  acquisition,  Un- 
ion Texas  Petroleum  was  acting  inde- 
pendently of  New  York  headquarters 
and  making  some  big  mistakes.  As 
Forbes  pointed  out  in  1969,  Allied, 
when  Connor  was  still  new,  wasn't 
so  much  a  case  of  bad  management 
as  of  no  management  at  all. 

About  the  only  thing  that  was  go- 
ing up  was  Allied's  debt:  From  $212 
million  in  1961  it  had  mounted  to 
$446  million  by  1969.  All  the  other 
numbers  were  trending  down:  Operat- 
ing profit  margins  fell  from  nearly 
21%  to  15%  in  1968,  the  year  Connor 
took  over;  at  6%  on  stockholders'  equi- 
ty, Allied's  1968  profit  was  far  and 
away  the  lowest  among  the  big  chemi- 
cal companies. 

Connor  knew  he  was  in  for  a  rough 
time.  It  turned  out  much  rougher 
than  he  had  expected.  In  1968,  his 
first  year  as  chief  executive,  Allied's 
earnings  simply  collapsed.  At  $1.46  a 
share  they  were  the  lowest  in  several 
decades,  and  this  was  well  before  the 
present  recession  hit  the  chemical  in- 
dustry as  a  whole. 

bUing  fhe  Bu//e> 

"The  problems,"  Connor  now  says, 
"looked  absolutely  insurmountable  to 
me.  A  lot  of  ijeople  didn't  expect  me 
to  stay  the  course."  But  he  bit  the 
bullet,  and  within  a  year  had  trimmed 
Allied's  payroll  from  37,400  to 
32,800.  The  cuts  came  just  in  time; 
faced  with  accelerated  inflation,  the 
company  might  have  plunged  into 
the  red  without  them. 

Then  Connor  went  to  work  on  what 
he  considered  Allied's  biggest  prob- 
lem: its  management  organization.  He 
elevated  Executive  Vice  President 
Frederick  L.  Bissinger  to  president 
and  chief  operating  officer.  He 
jumped  G.  John  Coli  from  second  in 
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Challenge.  That's  what  former 
Commerce  Secretary  John  Con- 
nor, who  broke  with  President 
Johnson  over  economic  policy, 
wanted   at  Allied.    He    got   it. 

command  of  the  fibers  division  to 
group  vice  president  over  fibers,  fab- 
ricated products  and  overseas  opera- 
tions. Mostly,  though,  he  went  out- 
side the  company  for  fresh  manage- 
ment blood,  the  key  acquisition  being 
David  H.  Bradford  from  Continental 
Oil.  Bradford  now  is  group  vice  presi- 
dent over  Allied's  fertilizer,  plastics 
and  energy  businesses. 

In  the  troubled  fertilizer  business, 
Connor  and  Bradford  started  shifting 
from  rail  to  lower-cost  barge  trans- 
portation, building  a  series  of  inland 
waterway  terminals  and  trimming 
down  Allied's  customer  list  to  those 
that  could  be  served  out  of  the.se  ter- 
minals. They  also  chopped  Allied's 
railroad  car  fleet  down  from  2,200  to 
1,400  cars  and  got  rid  of  one-third 
of  the  sales  force.  Today  Allied's  fer- 
tilizer division  is  back  in  the  black. 

At  Union  Texas  Petroleum,  Brad- 
ford decided  to  switch  the  emphasis 
from  being  a  captive  raw  material 
source  to  the  potentially  more  profit- 
able field  of  exploration  and  produc- 
tion. The  main  problem  was  money, 
since  exploration  can  be  expensive.  Al- 
lied began  selling  off  a  host  of  poor- 
performing  businesses  that  the  previ- 
ous management  had  started  during 


the  Sixties  and  funneling  much  of  the 
proceeds  into  UTP.  Allied  joined  Phil- 
lips Petroleum,  Skelly  Oil  and  Texas 
Gulf  Sulphur  to  bid  successfully  for 
offshore  concessions  in  the  Gulf  of 
Mexico.  It  now  has  drilling  operations 
in  the  North  Sea,  Indonesia,  Texas, 
Alaska,  Argentina  and  Canada. 

Today  the  largest  single  portion  of 
Allied's  capital  spending  is  going  into 
oil  and  gas  exploration  and  produc- 
tion. Allied  claims  that  20%  of  its  wells  i 
have  proved  successful,  or  twice  the 
industry  ratio.  In  two  years'  time  its 
production  rate  has  risen  about  30%, 
to  nearly  40,000  barrels  per  day. 
Meantime,  Allied  has  swallowed  a 
$12-million  write-off  against  UTP's 
Costa  Rica  refinery  and  a  deal  has 
recently  been  worked  out  to  unload 
the  fertilizer  operation  in  Iran. 

Allied  also  owns  two  coal  mines  in 
West  Virginia  and  has  enjoyed  a  good 
profit  lift  from  the  sharp  rise  in  coal 
prices  since  1961.  Allied's  energy  busi- 
ness, which  also  includes  uranium 
processing  and  makes  up  about  25% 
of  its  $1.3  billion  in  sales,  is  contribut- 
ing more  than  40%  of  total  profits. 

The  bulk  of  the  divestiture  pro-  j 
ceeds  that  don't  go  into  oil  and  gas  \ 
go  into  John  Coli's  fabricated  prod- 
ucts divisions,  especially  automobile 
seat  belts  and  air  bags  for  so-called 
passive  restraint.  Allied  already  is  the 
largest  manufacturer  of  seat  belts,  and 
by  virtue  of  an  all-out  research  effort 
looks  to  be  in  a  good  position  to  cash 
in  on  air  bags  as  well.  Connor  believes 
this  market  could  contribute  as  much 
as  10%  of  Allied's  total  earnings  one 
day  (though  the  figure  is  far  below 
that  level  now). 

Basic  organic  and  inorganic  chem- 
icals, which  are  still  Allied's  bread 
and  butter  at  41%  of  sales,  have  been 
the  particular  bailiwick  of  President 
Bissinger.  They  earn  a  profit,  but  their 
commodity  status  limits  any  prospects 
for  dramatic  improvement. 

Thanks  to  all  these  changes,  Allied 
seems  to  be  coming  through  the  cur- 
rent recession  in  reasonably  good 
shape.  At  something  under  $2  a  share 
in  1971  and  around  a  7%  return  on 
stockholders'  equity,  its  profits  will 
hardly  be  spectacular.  But  neither  will 
they  be  inconsequential,  and  Allied  is 
comfortably  covering  its  dividend.  It 
now  has  a  net  cash  flow  of  around 
$140  million— a  comfortable  cushion 
for  reinvestment.  And  debt  is  down  by 
$50  million. 

In  short,  John  Connor  has  the  messy 
part  of  his  job  behind  him.  Now  comes 
maybe  the  toughest  part:  turning  this 
virtual  conglomerate— chemicals,  coal, 
petroleum  and  automobile  products— 
into  a  truly  profitable  company.  Can 
it  be  done?  He  means  to  give  it  a 
powerful  try.   ■ 
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A  (Losing)  Piece  of  tfie  Action 


You  MIGHT  TmxK  that  with  the 
economy  looking  up  a  bit  and  the 
money  crunch  easing,  companies 
would  be  less  anxious  to  sell  off 
subsidiaries.  But  no.  According  to 
W.T.  Grimm,  a  Chicago  consulting 
firm  that  likes  to  keep  score,  the 
number  of  companies  that  sold  off 
all  or  part  of  their  subsidiaries  rose 
19%  last  year  (through  Dec.  10),  on 
top  of  annual  increases  of  75%  and 
44%  in  the  tsvo  previous  years. 

A  subsidiary-  can  Ix?  sold  either 
1)  to  another  company;  or  2)  in 
whole  or  in  part,  to  the  public.  In 
most  of  the  cases  below,  the  di- 
vesting parent  company  retained 
firm  control  of  its  "publicly  owned" 
offspring. 

Divesting  companies  are  quick 
to  offer  reasons  why  they  do  so, 
the  most  common  being  that  a  new 
stock  is  created  that  hopefully  will 
enjoy  a  better  price  multiple  than 


the  stock  of  the  parent  company, 
thereby  botli  enhancing  the  par- 
ent's net  worth  and  giving  it  some 
new  chips  with  which  to  make 
acquisitions.  And  if  a  parent  com- 
pany is  anxious  to  get  rid  of  an 
overpriced  lemon  it  picked  up  on 
an  acquisition  spree,  the  Tax  Re- 
form Act  of  1969  lets  it  apply  any 
losses  against  capital  gains  of  the 
preceding  three  years— and  guaran- 
tees payment  of  any  rebate  within 
90  days  of  filing. 

But  such  reasons  are  not  so  frank 
as  that  offered  by  one  executive 
of  a  divesting  company.  "Let's  face 
it,"  he  said,  "our  motive  is  not  al- 
truistic. The  immediate  need  is  for 
cash.  Any  benefit  to  the  stockhold- 
ers is  a  thought  a  bit  further  down 
the  road." 

That  cynical  view  is  supported 
by  a  study  of  the  list  below,  cov- 
ering the  major  partial  or  total  di- 


vestitures through  sale  to  the  pub- 
lic since  mid-1970  to  the  present. 
During  that  period  the  stock  mar- 
ket, as  measured  by  the  major  av- 
erages, has  risen  sharply,  ending 
last  year  some  30%  ahead  of  where 
it  stood  in  mid-1970.  But  in  half  of 
the  cases  below,  the  stock  of  the 
divested  company  at  a  recent  date 
was  below  the  level  at  which  it 
was  sold  to  the  public.  About  the 
only  consolation  is  that  the  parent 
company  stocks  have  performed 
even  more  poorly. 

To  be  sure,  a  few  (like  Pennzoil 
Offshore)  would  have  paid  oft 
handsomely.  But  theii'  performance 
as  a  group  supports  what  logic 
would  have  suggested  anyway— 
that  is,  if  these  subsidiaries  had 
been  so  all-fired  promising,  then 
the  selling  companies  would  not 
have  been  so  anxious  to  divest  in 
the  first  place.   ■ 


Dangerous  Divestitures 


Divestiture— Business— Parent 


Parent's 
Date  Ownership 

of  After 

Divestiture    Divestiture 


Stock  Prices 
Net  Income  Parent  Divested  Co. 

Parent       Divested  Co.     When  Wiien 

($  millions)  Divested  Recent  Divested   Recent 


Globe  Security  Systems— Security— Walter  Kidde  6/70  70%  $18.8  $  2.1  19'/4 

Turbodyne— Power  plants— Studebaker-Worthington  7/70  85  33.9  7.3  361/2 

Wal-mart- Discount  &  retail  stores — Walton  Enterprises  10/70  60  NA  1.2             * 

Morgan  Adhesives— Self-adhesive  materials — BemisCo.  10/70  69  5.2  1.9  20 

PennzoilOffshoreGas— Gas  &  oil— Pennzoil  United  11/70  80  70.0  NA  31 


313/8 

40 
17 

211/2 


19 
18 

81/4 

17 
3 


205/8 

351/4 

19^8 

11% 


A.P.S.-Auto  parts-Gulf  &  Western  1/71  90  55.3  3.1  2I1/2  28  81/2  IV/s 
Clark  Gravely — Floor  &  carpet  cleaners — Studebaker- 
Worthington  1/71  80  33.9  2.8  571/2  40  I81/2  I63/4 
Wagner  Electric— Auto  parts— Studebaker-Worthington  3/71  85  33.9  10.5  681/2  40  24  I51/4 
Ocean  Oil  &  Gas— Oil  &  gas— Ocean  Drilling  &  Exploration  5/71  51  8.4  NA  631/2  36^8  25  19^8 
Chemed-Chemicals;  medical  supplies-W.  R.  Grace  5/71  96  51.3  6.7  31%  27^/4  20  31% 


LCA— Lighting  fixtures;  housewares— Walter  Kidde  6/71  80  18.8  9.8 

Baker  Bros. — Air  conditioner  distributor — Allied  Chemical  6/71  0  43.1  0.7 

Health-Chem— Medical  supplies;  fabrics— Eckmar  7/71  70  0.7  0.9 

Cartridge  Television — Home  video  tape  systems — Avco  7/71  23  21.3  0.2t 

Transohio  Financial-Savings  &  loan-Fidelity  Corp.  7/71  80  4.1  2.0 


271/8 

31% 

5 

131/8 
101/4 


31% 

283/4 

33/4 

15% 

9% 


35 
18 
91/2 
20 
11 


591/2 
311/4 
71/4 
23% 
13% 


Pelto  Oil— Oil  &  gas— Southdown  8/71  51  10.2  3.5 
Envirotech-Pollution  control  equipment — North  American 

Rockwell  9/71  15  68.6  3.3 

National  Kinney — Industrial  services — Kinney  Services  9/71  50  33.9  5.4 

Masoneilan-Control  valves— Studebaker-Worthington  9/71  82  33.9  1.4 

Atlantic  Dept.  Stores— Discount  stores— Arlen  Realty  9/71  0  NA  2.8 


211/4        19 


29 

323/4 

561/4 
151/4 


283/4 

29% 

40 

13% 


25 

321/2 
31 
131/2 
12 


211/8 

291/2 

293/4 

9% 

6I/4 


Zenith  Natl.  Insurance— Insurance— Zenith  Funding  10/71  70  NA  0.8  31/2 

Bantam  Books— Publisher— National  General  12/71  90  12.0  4.3  243/3 

Safeguard  Automotive — Auto  parts— Safeguard  Industries  12/71  75  3.2  0.5  6% 

National  Recreation— Leisure  products— National  Industries  12/71  63  1.9  0.9  63/g 

Shastina  Properties — Developer-Beverly  Enterprises  pending  55  d  1.2  0.6  — 


31/8 

231/2 

71/4 

6% 


iiy2 

123/4 

12 
9** 


11 

133/4 

83/4" 


Safetran  Systems — Railroad  equipment — CCI 

Cott — Soft  drinks — National  Industries 

AGCO — Insurance— American  General  Insurance 


pending 
pending 
pending 


70 

70 

0 


d  3.1 

1.9 

38.6 


1.0 
1.5 
1.6 


•Privately  held.        d.— deficit.        NA— Not  available.        t  6  months  results. 

••Stock  sold  v»lth  warrant  attached;  recent  price  of  warrant  is  $2.  Source:  New  Issue  Outlook;  Forbes. 
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Can  No-Fault  Make  It? 

No-fault  insurance  makes  eminent  sense, 
but  is  making  only  painful  progress.  Why? 


American  motorists  spend  $6.6  bil- 
lion a  year  on  insurance  for  bodily  in- 
jury. Yet,  the  victims  in  motor  acci- 
dents receive  only  $2.8  billion  from 
the  insurance  companies  for  the  in- 
juries they  sustain.  You've  read  of 
victims  receiving  awards  of  hundreds 
of  thousands  of  dollars.  The  reason 
you've  read  about  them  is  that  it  hap- 
pens so  rarely.  Most  of  those  who  are 
seriously  injured  don't  receive  a  penny. 

Are  the  companies  then  making 
huge  profits  from  underwriting  insur- 
ance for  bodily  injury?  No.  Most 
years,  most  of  them  lose  money. 

So  where  does  that  $3.8  billion  go? 
For  overhead,  for  agents'  commissions 
and  for  lawyers.  Auto  insurance  is  a 
horribly  inefficient  industry. 

It's  so  inefficient  that,  as  we  said, 
both  customers  and  suppliers  suffer. 
The  companies  feel  compelled  to  keep 
raising  premiums  in  order  to  cover 
the  underwriting  losses,  but  they  know 
they  can't  keep  raising  them  forever. 
The  American  motorist  is  a  long-suf- 
fering man,  but  there  are  limits.  In- 
creasingly, he  is  blaming  the  compa- 
nies for  the  high  and  rising  costs  of 
buying  auto  insurance.  This  is  bad 
news  in  a  time  of  consumerism. 

The  only  sensible  way  out,  many 
experts  agree,  is  no-fault  insurance. 

The  present  system  is  based  on  a 
principle  called  "tort  liability."  What 
this  means,  in  practice,  is  that  if  two 
automobiles  collide,  one  driver  has  the 


right  to  sue  the  other  and  to  collect 
damages  from  him  if  his  attorney  can 
prove  that  he  was  entirely  blameless 
for  the  crash,  that  it  was  completely 
the  other's  fault.  Under  no-fault,  the 
question  of  who  did  what  becomes  ir- 
relevant. Each  driver  collects  enough 
from  his  own  insurance  company  to 
cover,  in  most  cases,  all  his  economic 
loss  and,  in  any  case,  the  major  part 
immediately.  Without  argument.  This 
is  the  principle  on  which  workmen's 
compensation  is  based. 

Facfs  and  Figures 

Transportation  Secretary  John  A. 
Volpe  has  urged  the  states  to  en- 
act no-fault  auto-liability  insurance 
laws  in  the  case  of  bodily  injury.  He 
made  his  recommendation  on  the  basis 
of  a  two-year  study  conducted  by  the 
Department  of  Transportation,  which 
showed  that  under  the  prevailing  sys- 
tem of  tort  liability: 

•  Only  30%  of  all  victims  in  car  ac- 
cidents who  suffer  an  economic  loss 
of  more  than  $10,000  get  compensat- 
ed for  more  than  half.  The  average 
person  who  suffers  a  loss  of  this  mag- 
nitude recovers  only  a  third. 

•  Forty-two  per  cent  of  them  (and 
their  survivors,  if  they  are  killed  in 
the  crash)  receive  nothing  from  auto- 
liability  insurance. 

•  In  contrast,  of  those  with  a  loss 
of  less  than  $1,000,  more  than  half 
recover  it  completely.  A  third  of  them 


receive   more   than    double   the    loss. 

•  Of  the  $5.1  billion  in  compensa- 
ble economic  losses  resulting  from  in- 
juried  and  deaths  in  1967,  auto  insur- 
ance repaid  less  than  $1.1  billion. 
Compensation  from  all  other  forms 
of  insurance  was  around  $1  billion, 
leaving  a  gap  of  some  $3  billion. 

•  In  1968  there  were  220,000  law- 
suits arising  from  auto  accidents. 
Eighty-seven  per  cent  were  settled  be- 
fore reaching  trial.  Nevertheless,  they 
occupied  an  estimated  11.4%  of  the 
judges'  time  in  federal  courts  and  ap- 
proximately 17%  in  state  courts  of  gen- 
eral jurisdiction. 

•  After  legal  fees  and  other  ex- 
penses, the  victims  whose  cases 
reached  court  collected  about  $700 
million.  Their  lawyers  got  $600  mil- 
lion plus  expenses.  When  one  figures 
in  the  amount  the  lawyers  for  the 
insurance  companies  made,  it  seems 
likely  that  auto-liability  suits  are  re- 
sponsible for  roughly  20%  of  the  legal 
profession's  annual  income. 

Litigation  is  really  what  no-fault  is 
all  about.  Fighting  a  suit  costs  an  in- 
surance company  about  $820  on  the 
average.  Even  more  important,  the 
principle  of  tort  liability  distorts  set- 
tlements. In  tort  liability  cases,  the 
plaintiff  can  sue  not  only  for  his  eco- 
nomic loss  but  also  for  general  dam- 
ages, more  popularly  known  as  "pain 
and  suffering."  He  may  have  suf- 
fered an  economic  loss   of  $200;  he 
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makes  a  claim  for  an  extra  SI, 300  to 
compensate  him  for  his  pain  and  suf- 
fering. In  such  cases,  the  insurance 
company  may  settle  for  S750.  "It's 
cheaper  to  settle,"  says  William  O. 
Bailey,  senior  vice  president  of  the 
Aetna  Life  &  Casualty-  Co. 

In  contrast,  the  insurance  compa- 
nies will  fight  any  questionable  claim 
for  a  sizable  amount  if  there's  any 
chance  of  winning  it.  And  there  is 
usually  a  chance.  This  is  because  al- 
most every  state  in  the  union  has  a 
pro\ision  in  tort-Uability  law  regarding 
"contributory  negligence."  For  exam- 
ple, if  the  driver  was  exceeding  the 
speed  limit  when  another  car  ran 
through  a  red  light  and  collided  with 
him,  he  cannot  get  a  judgment  against 
the  other  dri\er. 

On  top  of  that,  it's  quite  possible— 
in  fact,  it's  quite  easy— for  an  insur- 
ance company  lawyer  to  drag  out  a 
case  for  years.  Usually,  a  seriously  in- 
jured man  can't  afford  to  wait  that 
long  to  collect.  His  doctors'  bills  and 
hospital  bills  keep  mounting;  his  sav- 
ings disappear.  He  finds  it  necessary 
to  settle,  even  though  for  less  than  his 
economic  loss. 

No-fault  was  first  proposed  as  a 
remedy  for  this  situation  by  Judge 
Robert  Marx  of  Cincinnati  in  the 
1920s,  but  it  was  given  its  present  im- 
petus by  Professors  Robert  E.  Keeton 
of  Har\ard  Law  School  and  Jeffrey 
O'Connell  of  the  University  of  Illinois 
Law  School,  authors  of  a  book  on  no- 
fault  entitled  Basic  Protection  for  the 
Traffic  Victim.  Several  insurance  ex- 
ecutives, among  them  Bailey  of  Aetna, 
saw  in  the  book  the  answer  to  a  piob- 
lem  that  had  been  plaguing  them: 
Xo  matter  how  much  they  succeeded 
in   pushing  up   premiums,   they   kept 


losing  money  on  underwriting  auto- 
liability  insurance.  They  also  caused 
an  outcry  by  cancelling  or  refusing  to 
renew  the  policies  of  those  whom  they 
considered  bad  risks. 

The  insurance  executives  saw  in 
no-fault  a  way  to  cut  down  the  pay- 
ments and  thereby  eliminate  the  un- 
derwriting losses  while,  at  the  same 
time,  keeping  premiums  down. 

Af  First,  a  Split 

All  the  insurance  companies  did 
not,  at  first,  embrace  no-fault.  Initial- 
ly, it  was  only  the  members  of  the 
American  Insurance  Association,  the 
so-called  "Hartford  group"  of  stock 
companies,  that  did.  These  compa- 
nies were  taking  the  biggest  under- 
writing losses  because  they  have  the 
greatest  cost  in  commissions.  They  use 
independent  agents.  Each  indepen- 
dent agent  represents  several  insur- 
ance companies  and  he  can,  therefore, 
play  one  against  the  other  to  boost 
his  commissions.  The  so-called  "Chica- 
go group"  of  insurance  companies,  like 
Sears,  Roebuck's  Allstate,  have  what 
are  known  as  "captive  agents."  In  ef- 
fect, they  are  employees  who  must  be 
satisfied  with  much  lower  commis- 
sions. Hence,  these  companies  could 
write  insurance  at  lower  rates. 

For  a  while,  companies  with  cap- 
tive agents  like  Allstate  refused  to  ac- 
cept no-fault  because  it  might  cut 
into  the  advantage  they  hold  over 
tho.se  using  independent  agents.  So, 
for  the  same  reason  did  the  mutual  in- 
surance companies,  which  can  offer 
policyholders  dividends,  thus  reducing 
their  premiums.  However,  practically 
the  entire  industry  has  now  come 
around  to  embracing  some  form  of  no- 
fault— but   different   insurance   groups 


have  different  plans. 

This  is  vitally  important.  No-fault 
is  simple  in  principle,  but  in  practice, 
a  legislature  has  to  write  a  law,  and 
the  fine  print  is  what  counts. 

The  American  Insurance  Associa- 
tion advocates  what  is  known  as  "total 
no-fault."  This  completely  eliminates 
the  principle  of  tort  liability.  It  cov- 
ers unlimited  medical  expenses,  but 
sets  a  limit  of  $750  a  month  on  com- 
pensation for  loss  of  wages  and  a  limit 
of  $1,000  on  funeral  expenses. 

The  American  Mutual  Insurance  Al- 
liance advocates  a  limited  no-fault 
plan.  It  would  permit  an  injured  party 
to  sue  for  economic  losses  not  fully 
covered  by  his  insurance  and  for  dam- 
ages not  reflected  in  economic  loss: 
permanent  scars,  for  example;  disrup- 
tion of  his  personal  life.  The  AM  I A 
plan  also  provides  for  mandatory  ar- 
bitration in  claims  of  less  than  $3,000. 

Seven  states  have  now  adopted  no- 
fault  plans.  So  has  the  Commonwealtli 
of  Puerto  Rico.  Only  in  Puerto  Rico 
and  Massachusetts  have  they  been  in 
effect  for  any  length  of  time. 

The  Puerto  Rican  plan  is  run  by 
the  government.  Each  driver  must  pay 
$35  a  year  to  cover  his  economic  loss- 
es from  any  injury  he  may  sustain  in 
a  car  accident.  The  insurance  covers 
all  his  medical  and  hospital  expenses, 
50%  of  his  wage  loss  to  a  maximum  of 
$50  a  week,  and  up  to  $15,000  in 
suivivors'  benefits. 

A  victim  can  bring  suit  against  a 
wrongdoer,  but  under  such  restrictions 
that  it's  hardly  worthwhile  except  in 
the  most  serious  cases. 

The  Administracion  de  Compensa- 
ciones  por  Accidentes  de  Automoviles, 
the  government  agency  which  runs 
the   plan,   says   that   during   the   first 


The  Bill  Hurls,  Too.  Having  successfully  insfifuied  no- 
fault  insurance  for  bodily  injury,  Massachusetts  has  now 
instituted  no-fault  for  property  damage  as  well.  If  other 
states  follow  this  lead,  it  will  give  tremendous  impetus 
to  a  movement  already  under  way  among  insurance 
companies:  merit  rating  for  property  damage  insurance. 
The  idea  gives  auto  manufacturers  the  jitters  because, 
as  William  O.  Bailey,  senior  vice  president  of  Aetna, 
says,  "It  will  force  Detroit  to  make  better  cars  since 
rates  will  be  based  on  damageability."  And  the  damage- 
ability  of  cars  varies  greatly.  In  1970  the  Insurance  In- 
stitute for  Highway  Safety  made  tests  on  what  it  cost 
to  repair  1 2  cars  that  ran  into  a  plywood-over-concrete 
wall  at  various  speeds.  Among  sedans,  the  bill  for  repairs 


of  a  car  running  into  the  barrier  at  5  miles  an  hour 
ranged  from  $171.30  for  a  Plymouth  Fury  to  $309.25 
for  an  AMC  Ambassador.  The  insurance  companies 
want  Detroit  to  make  less  damageable  cars  because  the 
cost  of  repairs  rose  70%  from  1963  to  1970,  forc- 
ing up  the  premiums  for  property  damage  by  70%  .  This 
is  not  entirely  the  result  of  inflation;  it  also  has  resulted 
from  the  fact  that  Detroit  is  often  more  concerned  with 
looks  than  with  safety.  Transportation  Secretary  John  A. 
Voipe  has  said:  "Improved  bumpers  alone  could  cut  $1 
billion  from  car  insurance  and  repair  costs  every  year." 
Says  Dr.  William  Haddon  Jr.,  director  of  the  IIHS:  "If 
anyone  set  out  to  maximize  the  cost  of  low-speed  colli- 
sions, he  couldn't  do  better  than  the  current  model  cars." 
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year,  overhead  has  amounted  to  only 
10  cents  on  the  dollar,  as  compared 
with  58  cents  in  the  rest  of  the  U.S. 

Until  no-fault,  90%  of  the  accident 
victims  in  Puerto  Rico  received  not  a 
penny  in  benefits.  Most  Puerto  Rican 
drivers  didn't  carry  auto-liability  in- 
surance, and  few  Puerto  Ricans  car- 
ried health  and  accident  insurance. 
Now,  everyone  hurt  in  a  motor  acci- 
dent receives  compensation. 

Under  the  Massachusetts  plan,  vic- 
tims in  a  motor  accident  are  compen- 
sated in  full  for  the  medical  and  hos- 
pital bills  and  loss  of  75%  of  their  av- 
erage weekly  wages  up  to  a  maximum 
of  $2,000.  They  can  sue  for  any  fur- 
ther economic  loss.  They  can  also  sue 
for  pain  and  suffering  if  their  medical 
and  hospital  expenses  exceed  $500. 

Before  the  plan  went  into  effect  on 
Jan.  1,  1971,  Massachusetts  was  an  in- 
surance company's  nightmare.  Claims 
were  2%  times  the  national  average. 
Premiums  were  among  the  highest  in 
the  nation.  And  still  the  companies 
lost  money  on  underwriting. 

No-fault  has  been  a  huge  success. 
As  a  condition  of  enacting  no-fault, 
the  legislature  ordered  a  15%  cut  in 
premiums.  In  spite  of  this,  the  com- 
panies went  into  the  black  on  under- 
writing. Last  year,  both  the  number 
of  claims  and  the  amount  claimed 
fell  so  drastically  that,  in  the  first  nine 
months,  the  amount  paid  out  by  the 
insurers  dropped  by  60.6%. 

Last  month,  Massachusetts  Gover- 
nor Francis  W.  Sargent  asked  for  a 
further  27.6%  cut  in  rates.  He  also 
said  the  profits  made  by  the  compa- 
nies justified  their  being  compelled  to 
give  policyholders  a  27.6%  rebate. 

Why  then  hasn't  no-fault  swept  the 
country?  According  to  a  public-opin- 
ion study  conducted  for  the  DOT  by 
the  Institute  of  Social  Research  at  the 
University  of  Michigan,  one  reason 
may  be  ignorance.  When  the  poll- 
sters asked  motorists  if  they  were  sat- 
isfied with  their  auto  insurance,  65% 
said  yes.  When  the  pollsters  then  ex- 
plained the  no-fault  system,  57%  said 
they  favored  it.  So  the  fight  for  no- 
fault  becomes  largely  a  battle  among 
interest  groups. 

Most  of  the  insurance  companies 
are  for  it,  and  they  are  powerful. 
Against  them,  however,  are  two  small 
but  very  strong  lobbies,  the  negli- 
gence lawyers  and  many  of  the  inde- 
pendent insurance  agents.  Marviji  E. 
Lewis,  president  of  the  American 
Trial  Lawyers  Association,  says  of 
Massachusetts:  "People  are  paying 
less,  but  they're  getting  less."  What  he 
means  is  that  there  are  fewer  cases  of 
insurance  companies  settling  to  avoid 
protracted  litigation;  in  this  .sense,  a 
small  part  of  the  pul  1  c  is  "getting 
less."  However,  the  gent ml  jniblic  is 
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//  Congress  passes  a  no-fault  insur- 
ance bill  mightn't  it  be  retroactive? 
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paying    substantially    lower    commis- 
sions and  getting  faster  payment. 

Of  course,  the  lawyers  do  not  see  it 
that  way.  They  insist  they  are  pro- 
tecting motorists  from  being  under- 
paid by  tlie  insurance  companies.  "We 
are  the  only  buffer  between  the  pub- 
lic and  the  companies,"  says  Lewis. 
Says  Democratic  Senator  Adlai  E. 
Stevenson  III  of  Illinois,  who  has  in- 
troduced a  no-fault  bill  for  the  Dis- 
trict of  Columbia:  "If  you  listen  to  the 
lawyers,  they'll  make  you  weep." 

Court  Challenges 

The  lawyers  have  been  filing  bills 
in  states  that  have  enacted  no-fault 
laws  to  have  them  declared  unconsti- 
tutional. The  Massachusetts  Supreme 
Court  has  upheld  the  constitutional- 
ity of  that  state's  bill.  A  circuit  court 
judge  has  declared  Illinois'  no-fault 
law  unconstitutional.  The  two  laws 
are  quite  different.  The  Illinois  law 
provides  for  a  no-fault  payment  for 
pain  and  suffering  of  50%  of  the  first 
$500  of  medical  expenses  plus  100% 
of  all  medical  expenses  over  $500. 
The  judge  ruled  that  it  violated  the 
14th  Amendment,  which  assures 
equal  protection  of  the  laws.  The  rea- 
soning: Some  doctors  charge  more 
than  others.  A  man  who  had  a  medi- 
cal bill  for  $600  would,  therefore,  re- 
ceive $350  for  pain  and  suffering, 
while  another  man  who  suffered  the 
same  injury  but  paid  only  $300, 
would  receive  only  $150. 

Hacking  the  trial  lawyers,  the 
American  Bai  Association  has  been 
fighting  no-fault,  and  only  recently 
decided  to  reconsider  its  position. 

The  power  of  the  lawyers  to  pre- 


vent the  enactment  of  total  no-fault 
laws,  and  even  modified  no-fault  like 
the  Massachusetts  plan,  comes  from 
the  fact  that  every  state  legislature  is 
laden  with  lawyers.  This  makes  it 
doubtful  that  many  states  will  pass  a 
'no-fault  law  the  insurance  companies 
consider  meaningful.  (Despite  pres- 
sure from  Governor  Nelson  A.  Rocke- 
feller, the  New  York  State  Legislature 
hasn't  yet  budged  on  no-fault. ) 

With  all  this  organized  opposition, 
there  is  a  danger  that  the  public  will 
get  something  called  "no-fault"  which 
will  not  be  no-fault  at  all.  Delaware 
and  Oregon  have  enacted  what  James 
P.  Kemper,  president  of  the  Kemper 
group  of  insurance  companies,  calls 
"phony  no-fault."  What  these  laws 
do,  essentially,  is  add  no-fault  on  top 
of  tort  liability.  In  effect,  a  driver  has 
to  buy  two  kinds  of  insurance,  first- 
party  insurance  (that  is,  insurance 
covering  medical  and  wage  losses  he 
may  sustain)  and  third-party  insur- 
ance (covering  loss  he  may  cause  to 
others  due  to  his  own  negligence). 
The  net  result  may  well  be  higher, 
not  lower,  premiums.  Significantly, 
the  American  Trial  Lawyers  Associa- 
tion now  supports  this  modified  form 
of  "no-fault."  Alas,  it  changes  the 
name  but  it  doesn't  change  the  game. 

For  this  reason.  Democratic  Sena- 
tors Philip  A.  Hart  and  Warren  E. 
Magnuson  have  introduced  a  nation- 
al no-fault  law.  Magnuson  says  he's 
"hopeful  to  get  a  good  no-fault  bill 
out  of  committee  and  out  of  the  Sen- 
ate by  late  spring." 

"Congress  is  full  of  lawyers,  too," 
says  Dean  Sharp,  assistant  counsel  of 
the  Senate  Judiciary  Subcommittee  on 
Antitrust  and  Monopoly  Legislation. 
"But  they're  not  like  the  lawyers  in 
the  state  legislatures,  who  work  only 
part  time  at  being  legislators  and 
spend  the  rest  of  their  time  trying  and 
settling  auto  accident  injury  cases." 

Many  insurance  companies  are  du- 
bious about  the  advisability  of  nation- 
al legislation.  They  don't  like  the  idea 
of  the  Federal  Government's  getting 
into  the  business  of  insurance  regula- 
tion.  So,   despite  Senator  Magnuson, 
the  fate  of  no-fault  probably  will  be  i 
decided  in  the  legislatures  rather  than] 
in  Congress,  and,  state  by  state,  the] 
fight  will  be  a  bitter  one,  for  there | 
are    billions    of    dollars    involved— for  ■ 
everyone  concerned. 

The  choice  before  the  public  is 
relatively  easy:  Does  it  really  want  to 
retain  the  right  to  sue  for  alleged 
pain  and  suffering  even  in  relatively 
minor  accident  cases— at  the  cost  of 
backbrcaking  premiums?  Will  it  sac- 
rifice that  right  in  return  for  lower 
premiums  and  instant  settlements? 

But  icill  the  public  decide?  Or  will 
it  leave  the  field  to  special  interests?  ■ 
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Moody >s  Stock  Selector  for  1972 

could  lead  you  to 

this  year's  money  makers. 

Moody's  Handbook  of  Common  Stocks 

could  help  you 
avoid  expensive  mistakes. 
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Get  both  for  the  price 
of  the  Handbook  alone. 


This  is  Moody's  special  oncc-a-ycar  oiler. 
Its  purpose  is  to  provide  you  with  specific 
recommendations,  facts  and  advice  de- 
signed to  help  you  make  more  intelligent 
investment  decisions,  to  help  you  select 
money-making  stocks,  to  help  you  avoid 
costly  errors  in  judgment.  And  to  provide 
this  help  at  a  cost  less  than  the  commis- 
sion on  your  ne.\t  market  transaction. 

42  Securities  to  buy 

Moody's  Slock  Sclcciui  unci  Portjoliu 
Guide  fur  1972  is  crammed  with  ideas  de- 
signed to  help  you  make  more  profitable 
nvestment  moves  now  and  in  the  months 
to  come.  In  this  report,  we  identify  42 
securities  that  merit  your  attention  right 
no\V.  Each  Moody's  recommendation  is 
accompanied  by  important  information  to 
help  in  your  decision-making.  And  each 
security  is  categorized  to  enable  you  to 
focus  on  those  that  apply  to  your  invest- 
ment objectixes.  You'll  learn  about: 

5  attractive  speculations 

7  slocks  to  benefit  from  consumer 
spending 

6  depressed  stocks  with  turnaround 
potential 

8  issues  for  defensive  investment 
6  convertible  securities 

10  bonds  for  high  income 

(n  addition,  Moody's  Stock  Selector  & 
Portfolio  Gtdde  for  1972  contains  much 
Tiore  information  to  assist  you  in  plan- 
ling  a  more  productive  investment  pro- 
?ram.  There  are  three  Model  Portfolios 
:ontaining  specific  recommended  securi- 
les  and   geared   to   different   investment 


goals:  (1)  An  Aggressive  Investment  Port- 
folio, (2)  A  Portfolio  for  Appreciation  and 
Income,  (3)  A  Portfolio  Aimed  at  High 
Current  Income.  You'll  also  find  pertinent, 
helpful  discussions  on  the  place  of  bonds 
in  your  holdings,  the  investment  risks  you 
should  be  wary  of  and  the  opportunities 
you  should  explore. 

And  alcmg  with  all  this  you'll  also  get 
Moody's  Business  and  Stock  Market  Fore- 
cast for  1972. 

By  itself.  Moody's  Stock  Selector  and 
Portfolio  Gtdde  for  1972  could  make  a  vital 
difference  as  you  strive  to  increase  the 
effectiveness  of  your  investment  program. 
But  considering  the  complexity  of  the  cur- 
rent investment  scene,  the  profusion  of 
stocks  to  consider— today's  investor  also 
needs  the  kind  of  background  information 
and  guidance  available  in  The  Handbook 
of  Common  Stocks. 

The  Handbook  of  Common  Stocks 

Are  you  satisfied  with  the  performance  of 
the  stocks  you  now  own?  Are  there  some 
you  should  sell?  Which  should  you  keep? 
When  someone  suggests  a  "hot"  stock  to 
you,  how  can  you  determine  whether  it  is 
really  a  wise  investment  or  not?  If  you're 
an  active  investor,  you  should  have  facts 
readily  available  that  can  help  you  make 
intelligent,  informed  decisions  and  avoid 
costly  mistakes. 

Very  often,  just  a  few  minutes  with 
Moody's  Handbook  will  give  you  the  data 
you  need.  From  cover  to  cover,  the  new 
1056-page  Handbook  is  packed  with  infor- 
mation you  should  check  before  you  con- 
sider buying  or  selling  any  stock.  The  cur- 
rent edition  covers  every  common  stock 


listed  on  the  New  York  and  American 
Stock  Exchanges  at  time  of  publication, 
plus  important  unlisted  securities  as  well. 


Data  includes: 
Nature  of  Business 
Ticker  Symbol 
Revenues 
Working  Capital 
Senior  Capital 
Number  of  Shares 
Interim  Earnings 
Price-Earnings 
Ratio 


Di\'idend  Payments 
Period 
Record  Date 
Payment  Date 
Last  Amount 
Average  Yield 
Price  Range 

(Recent) 

Price  Range 

(10  years) 

Years  Cash  Dividends  Consecutively  Paid 
Earnings  per  Share  for  Past  3  Years 
Dividends  per  Share  for  Past  3  Years 
Number  of  Institutions  Owning  Stock 
Number  of  Shares  Institutions  Own 

Over  1,000  active,  widely-held  issues  are 
covered  by  a  full  page  of  facts,  figures, 
charts  and  tables— data  which  spans  10 
years  of  corporate  history.  In  addition, 
the  vital  statistics  of  1481  stocks  are  listed 
in  tabular  form. 

Whether  it's  a  stock  you  now  own  or  one 
you  are  considering,  once  you've  finished 
reading  about  it  in  the  Handbook,  we're 
certain  you'll  know  far  more  about  it  than 
when  you  started.  Whether  you  should 
buy  or  hold  or  switch.  And  even  if  the 
Handbook  helps  you  make  only  one  profit- 
able buy— or  steers  you  away  from  a  single 
costly  mistake— it  would  be  well  worth  its 
surprisingly  low  cost. 

No  risk  trial  examination 

Get  both  Moody's  Stock  Selector  &  Port- 
folio Guide  and  Moody's  Handbook  of 
Common  Stocks  for  only  515— the  cost  of 
the  Handbook  alone.  Mail  the  coupon  with 
your  check  right  away  and  take  advan- 
tage of  this  once-a-year  special  offer  from 
Moody's. 
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MOODY'S  INVESTORS  SERVICE,  INC. 

99  Church  Street,  New  York.  N.Y.  10007 
Please   send   me   Moody's   Stock   Selector 
&  Portfolio  Guide  and  Moody's  Handbook 
of  Common  Stocks. 

My  check  for  $15  is  enclosed  so  Moody's 
pays  handling  and  postage  costs.  If  I  am 
not  completely  satisfied.  I  will  return  the 
book  within  10  days,  and  Moody's  will 
promptly  refund  S15  to  me. 

Name 
Address 

City 

State  Zip  Code 


No  Signal 


When  management  knows  in  advance  that  earn- 
ings are  going  to  suffer,  as  Signal  Cos.  says 
it  did,  is  it  obliged  to  warn  stockholders? 


For  several  years  now  Los  An- 
geles-based Signal  Cos.  has  been 
among  the  walking  wounded  in  the 
conglomerate  army.  Of  its  three  ma- 
jor parts,  Garrett  Corp.  took  a  beat- 
ing in  aerospace  and  defense;  Signal 
Oil  &  Gas  has  declined  steadily  since 
1967;  and  Mack  Trucks  ran  into  se- 
rious financing  trouble.  The  result: 
On  near-record  sales  of  $1.5  billion  in 
1970,  Signal  dropped  $48.5  million 
into  the  red,  losing  $2.68  per  share 
vs.  1968's  peak  earnings  of  $3.17.  Its 
1971  earnings  may  have  recovered  to 
$1.10-$1.20,  but  that  is  still  the  low- 
est in  a  decade.  And  its  stock  ended 
1971  at  18,  down  from  Al)i  in  1968. 

Signal's  president,  44-year-old  For- 
rest Shumway,  says  today  that  he 
knew  as  long  ago  as  1968  that  his 
company's  earnings  were  going  to 
take  a  beating.  He  says  he  planned  it 
that  way,  to  secure  longer-range 
gains  that  will  start  to  come  this  year. 
He  points  out  that  Signal  actually  had 
a  $20-million  operating  profit  for 
1970.  Its  net  loss,  he  explains,  was 
the  result  of  $91  million  (pretax)  in 
one-shot  write-offs  of  research  and  de- 
velopment costs  and  write-downs  of 
security  and  property  values. 

Shumway  and  his  accountants  tried 
hard  to  stave  off  the  1969  earnings 
decline  by  reclassifying  certain  items, 
such  as  Garrett's  research  expendi- 
tures; by  such  means  a  24%  drop  in 
operating  earnings  became  a  slight 
rise  in  net.  Then  in  1970,  when  a  de- 
cline became  inevitable,  he  reversed 
directions,  making  his  1970  results 
look  even  worse  in  the  hope  of  making 
1971  results  look  better. 

But  accounting  maneuvers  or  no. 
Signal  has  been  having  a  bad  time 
of  it— which  Shumway  now  claims  he 
knew  all  along.  "In  1968,"  he  says, 
"we  made  two  basic  decisions  we 
knew  would  severely  penalize  us  for 
several  years  but  would  pay  off  down 
the  road.  One  was  in  oil  and  gas;  the 
other  was  at  Garrett. 

"In  oil  and  gas,"  he  continues,  "we 
felt  we  had  to  jump  into  the  big  off- 
shore bidding  in  Louisiana  because 
our  reserves  in  Califomia  were  de- 
clining. We  bid  on  some  very  choice 
property  and  made  substantial  dis- 
coveries. But  we  also  knew  that  from 
1968  until  about  now  we  would  be 
spending  a  tremendous  amount  of 
money  with  no  return  whatever."  In 
fact.  Signal's  oil  and  ^as  spending  has 
averaged  about  $50  million  a  year. 
Its   oil    and    gas   pretax   earnings   fell 
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from  $29.6  million  in  1966  to  only 
$8.4  million  in  1970. 

Some  of  that  spending  also  went 
into  a  waterflood  project  at  Hunting- 
ton Beach,  Calif.  "That,  too,  is  a  very 
expensive  program  on  the  front  end," 
says  Shumway.  "We  have  to  drill 
wells  and  inject  water,  and  this  has  a 
lead  and  lag  of  about  two  years." 

Shumway  says  the  big  preproduc- 
tion  costs  at  the  two  projects  are  near- 
ly over,  and  major  oil  pumping  will 
begin  soon.  "So  our  oil  and  gas  com- 
pany is  going  to  produce  excellent  re- 
sults, starting  in  1972,"  he  says. 

Shumway   also  pushed  to   get  out 


Signal's  Shumway  has  bet 
over  $50  million  on  small  jet 
engines.  One  is  shown  be- 
low    under   iesi   in   a    Learjet. 


of  refining  and  marketing.  In  the  past 
two  years  he  has  sold  both  of  Signal's 
refineries  and  most  of  its  3,000  ser- 
vice stations.  Last  month  he  made  a 
deal  to  sell  the  last  300.  "Selling  our 
marketing  and  refining  operations  is 
like  money  in  the  bank,"  Shumway 
says.  "They  were  costing  Oil  &  Gas 
$2.25  million  to  $2.5  million  a  year. 
Now  that  money  goes  into  profits." 

Signal  got  into  marketing  and  re- 
fining because  of  the  crude  oil  sur- 
plus of  1957.  "We  couldn't  sell  our 
crude  then  unless  we  had  our  own 
refining  and  marketing  operations," 
says  Shumway.  "Now,  I  believe  there 
will  never  be  a  surplus  of  crude  again, 
so  there's  no  need  to  stay  in  market- 
ing and  refining."  This  reasoning  re- 
cently led  Signal  to  offer  to  bail  out 
Houston's  John  Mecom  by  taking  on 
some  of  his  debt,  in  return  for  51%  of 
his  Louisiana  oil  and  gas  properties. 

Shumway  tells  the  same  lead  and 
lag  story  about  Garrett.  "Around  the 
end  of  1966,"  he  says,  "Garrett  man- 
agement became  convinced  that  de- 
fense-oriented industries  were  going 
to  be  in  for  some  severe  pressure.  So 
we  looked  for  a  commercial  product 
to  use  Garrett's  technological  capa- 
bilities that  would  prevent  us  from 
having  to  decimate  our  work  force, 
as  all  of  the  other  aerospace  compa- 
nies have  had  to  do." 

Garrett  came  up  with  a  family  of 
three  advanced  jet  engines  to  power 
executive  planes,  helicopters,  even 
light  military  craft.  "In  1967  and 
1968,"  says  Shumway,  "the  fastest- 
growing  segment  of  aerospace  was 
private  and  executive  aircraft.  We 
felt  the  small  jet  engine  field  was  very 
desirable  because  there  is  practically 
no  competition.  Pratt  &  Whitney  and 
GE  concentrate  on  big  engines." 

Garrett  embarked  on  a  costly  five- 
year  project.  Shimiway  says  all  three 
engines  are  on  schedule,  and  that  the 
mid-size  executive  aircraft  engine 
should  be  certified  by  the  end  of 
1972.  "Its  fuel  consumption  is  less 
than  half  that  of  comparably  sized  ex- 
isting engines.  Thus  it  will  tend  to 
make  all  executive  aircraft  transconti- 
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nental.  Exeryone  else  will  have  to  go 
to  it  or  go  out  of  business,  because 
they  can't  sell  a  plane  for  the  same 
price  with  half  the  range.  We  expect 
to  sweep  the  executive  jet  market." 

Squeezed  by  the  Banks 

Of  course,  there's  a  big  difference 
between  a  couple  of  test  engines  and 
"sweeping  the  market."  That's  partly 
why  Signal  wrote  off  S.51.3  million  in 
Garrett  R&D  in  1970.  When  the  jet 
engine  project— and  the  Louisiana  off- 
shore drilling— began,  business  was 
good.  Credit  was  easy.  Then  came 
the  1970-71  recession  and  accompa- 
nying money  crunch  which  severely 
affected  all  of  Signal  Cos.,  even  oth- 
erwise prosperous  .Mack  Trucks. 

"The  banks  became  \er\  nervous 
about  our  Garrett  engine  program  be- 
cause the  executive  aircraft  market 
evaporated  in  1970,"  says  Shumvvay. 
"And  this  credit  crunch  carried  over 
into  Mack  Financial  Corp.,  a  wholly 
owned  subsidiary  we  use  to  finance 
our  trucks.  Local  credit  dried  up, 
truck  customers  could  not  get  any 
financing  except  at  .Mack,  and  Mack 
Financial  was  not  capable  of  handling 
that  type  of  load." 

Mack  was  forced  to  cut  production 
almost  in  half.  Moreover,  the  banks 
and  auditors  challenged  the  capitali- 
zation of  Garrett's  R&D  costs.  "They 
had  a  point,"  concedes  Shumvvay.  "If 
we  sat  there  on  Dec.  31  and  there 
was  no  market  for  the  engines,  what 
the  hell?  So  we  decided  to  bite  the 
bullet  and  write  off  the  development 
costs.  And,  since  we  were  going  to 
take  a  bath  anyway,  we  wrote  down 
some  oil  and  gas  properties,  service 
stations,  our  securities  portfolio  and 
some  other  things.  But  the  great 
write-offs  were  on  the  engines." 

Since  then,  says  Shumvvay,  things 
are  better.  Local  credit  has  eased. 
Mack  Financial  sold  $40  million  in 
notes  last  March,  and  now  Mack 
Trucks  is  selling  all  it  can  make.  Gar- 
rett is  in  the  black.  And  Oil  &  Gas  is 
winding  up  its  capital  spending  surge. 

•For  all  his  optimism,  Shumvvay 
isn't  making  any  doUars-and-cents 
predictions  about  sales  and  earnings. 
After  all,  the  oil  from  the  Louisiana 
ollshore  wells  isn't  yet  at  market.  The 
Garrett  engines  aren't  yet  certified— 
and  unexpected  gremlins  in  aero- 
space products  are  by  no  means  rare. 
And  who  knows  what  will  happen  at 
Mack  if  money  becomes  tight  again? 

Shumway's  explanations  that  he  has 
been  taking  some  short-run  beatings 
in  order  to  make  big  long-range  gains 
sound  plausible  enough.  Yet  it  seems 
fair  to  ask  why,  if  the  beatings  were 
so  clear  to  management  back  in  1968, 
Signal's  stockholders  were  not  given 
adequate  warning  of  what  to  expect.  ■ 


The  Classic  Mechanical  Toy 

WITH  POWERFUL  CLOCKWORK  MOTOR 

own  an  entire  fleet  of  6  for  only  ^5^^ 


Remember  the  good  old  days  when  they  really 
knew  how  to  inake  mechanical  toys?  TTiey  made 
them  out  of  heavy,  stamped  metal,  not  plastic.  The 
toys  had  powerful  wind-up  motors  and  lots  of  whir- 
ring, clicking  reduction  gears  that  seemed  to  keep 
running  forever.  We  used  to  take  the  toys  apart 
because  the  motors  were  really  the  most  fascinat- 
ing part. 

Well,  after  lots  of  looking,  we  managed  to  find 
a  group  of  highly  skilled,  dedicated  craftsmen 
overseas  who  were  able  to  duplicate  exactly  the  top 
quality,  spring-driven  classic  toy  car  motors  that 
were  precision-made  almost  a  quarter-century  ago 
by  gifted  German  toy  masters.  These  toy  motors 
have  virtually  unbreakable  blue  carbon  steel  springs 
that  we  personally  clocked  at  3'/2-minutes  running 
time  (that's  a  long  lime);  they  have  8  separate 
metal  cogwheel  gears  (cheap  toys  have  only  2); 
there's  a  unique  cut-off  device  that  automatically 
stops  the  motor  when  the  car  overturns  or  bumps 
into  something  (it  starts  automatically  again  when 
the  car  is  righted); the  chassis  and  wheels  are  heavy 
stamped  metal;  and  there's  superb  workmanship 
throughout. 


They're  fascinating.  They  scoot  all  over  the 
place  with  gears  whirring  and  clicking.  You  can 
race  them.  Build  things.  They  provide  hours  of 
educational  fun  for  the  kids.  Hobbyists  love  them. 
They're  marvelous  for  relieving  executive  tensions. 
They  just  don't  make  'em  like  this  anymore.  And 
you  can  now  buy  an  entire  fleet  of  6  for  less  than 
you'd  expect  to  pay  for  a  single  plastic  toy  nowa- 
days. 

Order  No.  40700:  Set  of  6  CLASSIC  MECHANICAL 

CARS    (Complete   with    jumbo   wind-up    keys)    only 

$5.95  (plus  60#  postage).  Send  check  or  money  order. 

{N.Y.  residents  add  sales  tax.) 

FREE  gift  catalog  on  request. 


THE  EVERYTHING  GUARANTEE: 


The  GALLERY  guarantees  EVERYTHING:  The 
quality,  accuracy  of  description,  availability, 
prompt  delivery.  If  not  delighted,  return  the 
cars  within  3  weeks  after  you  receive  them 
(not  the  usual  10  days)  for  an  instant  refund  of 
purchase  price. 


liner  things  by  mail  from 


^^l-GALLERY 


Depl.  3586  Amslerdam,  N.Y.  12010 
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It  isn't  how  much 
you  give 
that  counts, 
it's  the  spirit." 

Baloney. 


Too  many  people  make  a  token 
contribution  to  the  United  Way 
Campaign,  and  sit  back  and  figure 
they've  done  all  they  should. 

They  haven't.  A  token  contribution 
isn't  enough.  Our  community 
doesn't  have  token  problems.  If 
you  really  care,  if  you  really  want 
to  help  solve  our  problems,  you'll 
give  more  than  a  token.  You'll  give 
your  Fair  Share. 

You'll  realize  why  the  spirit  of 
giving  just  isn't  enough  anymore. 
And  you'll  probably  know,  and 
care  about,  how  much  there 
is  to  do. 

If  you  don't  do  it,  it  won't  get  done. 


advertising  contributed  for  the  public  good 


:ecutive 
ideqtial 
lans 

$1500tb$8500 

• 

A  nation  wi(de  service  used  by 
over  20,000  executive  and  pro- 
fessional men  as  a  quick  and 
convenient  source  of  credit, 
either  for  immediate  needs  or 
a  credit  line  for  future  use.  No 
collateral ...  no  embarrassing 
investigation.  All  details  han- 
dled by  personal  mail  in  the 
privacy  of  your  office. 

References: 

The  First  National  Bank  of  Minneapolis 

Continental  Illinois  National  Bank 

of  Chicago 


Phone,  toll  free,  800-328-7328  or  write 

Mr.  T.  K.  Lindblad 

Executive  Loan  Director 


m 


Industrial  Credit  Plan,  Inc. 

241  Hamm  Building 
St.  Paul,  Minnesota  55102 
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From  Riches  to  Rags 

It  seemed  to  happen  so  quickly  to  Anaconda, 
but  it  was  a  case  of  pride  goeth  before  the  fall. 


Less  well  publicized  perhaps  than 
the  Penn  Central  and  Lockheed  disas- 
ters, Anaconda  Co.'s  downfall  never- 
theless ranks  as  one  of  the  great  hor- 
ror stories  of  corporate  history. 

This  onetime  widovvs-and-orphans 
blue  chip  is  today  a  mere  shadow. 
Just  three  years  ago,  Anaconda's  mar- 
ket value  was  $L4  billion;  late  last 
vear  it  was  $260  million.  As  recently 
as  1966,  it  netted  $131  million,  $5.99 
a  share;  for  1971  it  will  do  well  to 
break  even.  In  1970  it  was  paying 
dividends  at  a  $1.90  annual  rate;  now 
it  is  paying  nothing.  Of  its  once  price- 
less assets,  nearly  $.500  million  are 
gone,  apparently  forever,  confiscated 
by  a  left-wing  Chilean  government. 
Of  the  rest,  the  majority  is  in  prop- 
erties which  are,  at  the  moment  at 
least,  only  marginally  profitable. 

At  the  end  of  1966  Anaconda's 
balance  sheet  showed  $103  million 
cash  and  only  $65  million  long-term 
debt.  By  1970's  end,  its  cash  was 
down  by  nearly  half  to  $54  million, 
while  its  debt  had  soared  to  $366  mil- 
lion. Rarely  has  so  much  capital  and 
market  value  been  dissipated  so  fast. 

In  part.  Anaconda  was  a  victim  of 
circumstance.  Hard  on  the  Chilean 
confiscation,  world  metal  prices  col- 
lapsed. But  at  base.  Anaconda  was  a 
classic  case  of  poor  management. 

"The  confiscation  of  Anaconda's 
Chilean  properties,"  says  Anaconda 
I'residcnt  John  B.M.  Place,  46,  "was 
a  rough  body  blow  that  took  away 
two-thirds  of  our  copper  production 
and  three-fourths  of  our  earnings." 
Last  May,  that  body  blow  brought 
Place,  then  vice  chairman  of  New 
York's  Chase  Manhattan  Bank  and  an 
Anaconda  director  since  1969,  into 
the  chief  executive  spot.  It  also  soon 
piovoked  the  resignations,  from  both 
company  and  board,  of  Chairman  C. 
Jay  Parkinson,  63,  President  John 
Hall,  54,  and  Senior  Vice  President 
Charles  Schwab,  56. 

Anaconda  executives  refuse  to  dis- 
cuss it,  but  most  mining  executives 
believe  that  the  financial  institutions 
on  Anaconda's  board— Chase,  First 
National  City,  Metropolitan  Life  and 
Brown  Bros.  Harriman— became  fear- 
ful lest  Anaconda  have  difficulty  meet- 
ing its  impending  debt  maturities. 

The  danger  was  real.  \\'orld  capac- 
ity was  rising  and  demand  and  prices 
were  falling  for  Anaconda's  major 
metals-copper,  ahuninum,  lead  and 
/inc.  The  industry's  labor  contracts 
were  up  for  renewal.  Of  Anaconda's 
$366  nnllion  in  long-term  debt,  $196 
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million  would  mature  by  the  end  of 
1975;  and  Anaconda  was  committed 
to  spend  close  to  $210  million,  mainly 
on  a  new  aluminum  smelter  and  sup- 
porting facilities,  by  the  end  of  1973. 

How  did  Anaconda  have  such  a 
great  fall?  It  may  well  be  that  Ana- 
conda's recent  chief  executives— Clyde 
Weed,  Charles  Brinckerhoff,  Jay  Par- 
kinson in  succession— were  so  bedaz- 
zled by  the  huge  returns  Chile  yielded 
—over  $500  million  in  a  decade,  vs. 
capital  commitments  of  only  $300  mil- 
lion or  so— that  they  were  blinded  to 
the  hazards  of  rising  nationalism.  Af- 
ter all,  only  three  years  ago  Brincker- 
hoff was  saying:  "You  can  be  abso- 
lutely certain  that  we  have  never  con- 
sidered for  a  moment  that  we  couldn't 
live  with  the  Chileans."  Piiidence 
would  surely  have  dictated  otherwise. 

But  that  is  only  half  the  story.  Ana- 
conda's old  management  tried  mightily 
to  develop  alternative  sources  of  in- 
come elsewhere  in  the  world— but  it 
did  so  in  the  wrong  ways  and  the 
wrong  places.  And  in  the  process,  they 
dissipated  enormous  quantities  of  fi- 
nancial resources.  Quite  apart  from 
Chile,  Anaconda  spent  almost  $800 
million  elsewhere  in  the  world  during 
that  period  on  plant,  equipment,  new 
mine  development,  and  wound  up 
with  a  property  capable  of  earning 
less  than  $25  million  annually  under 
current  conditions. 

What  went  wrong?  John  Place  is 
too  considerate  of  his  predecessors  to 
speak,  but  complacency  is  the  name 
of  this  particular  game.  Basically,  An- 
aconda's problems  seem  to  have 
stemmed  directly  from  its  corporate 
style  of  life:  its  patrician  stance,  its 
attitude  of  affluence.  Anaconda  was 
so  rich— in  physical  resources,  in  sci- 
entific and  technological  skills,  in  fi- 
nancial resources— that  it  could  afford 
to  continue  to  conduct  its  affairs  aloof 
from  the  dollars-and-cents  concerns 
that  obsessed  other  corporations.  For 
years  it  supported  subsidiaries,  divi- 
sions, even  whole  communities  that 
yielded  not  a  penny  of  profit,  in  the 
confident  expectation  that  one  day 
they  would  do  .so. 

In  true  19th-century  fashion.  Ana- 
conda runs  its  worldwide  enterprise 
out  of  its  richly  paneled  offices  on  the 
fringe  of  \\'all  Street.  For  far  too 
long,  it  retained  its  male  secretaries 
and  uniformed  attendants,  indulged 
its  e.xecutives  in  benefits  that  few  oth- 
er public  companies  would  have  tol- 
erated—competitors cite  the  crew  of 
mechanics  the  president  of  a  subsidi- 


ary  maintained    to   tend   his   antique 
car  collection. 

Anaconda  was  not  simply  fat.  It 
risked  and  may  have  lost  its  Overseas 
Private  Investment  Corp.  guarantees 
on  a  portion  of  its  Chilean  investment 
because,  OPIC  says,  it  failed  to  take 
the  steps  necessary  to  put  its  insur- 
ance in  force.  It  lost  its  claim  on  New 
Mexico's  L  Bar  Ranch— what  has  been 
described  as  "one  of  the  most  signifi- 
cant uranium  discoveries  in  recent 
years"— because  it  failed  to  take  the 
proper  steps  to  protect  itself  against 
the  expiration  of  its  lease. 

SeJf-Confro//ed 

Part  of  the  trouble,  of  course,  is 
that  Anaconda's  management  was 
really  accountable  to  no  one.  True,  it 
had  four  outside  members  on  its  ten- 
man  board,  but  the  real  power  was 
vested  in  an  executive  committee 
composed  exclusively  of  company  of- 
ficers. The  board  simply  did  not  do 
what  boards  are  supposed  to  do: 
blow  the  whistle  when  management 
falls  asleep. 

The  company's  style  was  illustrat- 
ed by  Jay  Parkinson's  description  of 
the  company's  goal:  "A  500-year 
plan,"  he  called  it.  Anaconda's  explo- 
ration teams  made  one  important  dis- 
covery after  another— iron  in  Ontario, 
nickel  in  Montana  and  Australia,  zinc 
in  New  Brunswick,  copper  in  Mon- 
tana, Nevada,  Utah  and  Mexico, 
molybdenum  in  Nevada,  beryllium  in 
Utah.  Executives  talked  of  extracting 
aluminum  from  clay,  of  smelting  cop- 
per with  chemicals,  of  developing  the 
company's  half  million  acres  of  Mon- 
tana timberlands,  of  developing  one  i 
new  mine  in  Peru  and  two  in  Mon- 
tana. But  their  talk  came  to  little  more  > 
than  that:  Politics  quashed  the  Peru- 
vian project,  conservationists  have  so 
far  stalled  the  ones  in  Montana. 

Anaconda  was  so  busy  accumulat- 
ing against  a  rainy  day  that  when  the 
rain  began  to  fall,  it  first  couldn't  de- 
cide which  umbrella  to  open;  and 
when  it  finally  did,  the  umbrella 
proved  full  of  holes.  "I've  always  won- 
dered why  they  didn't  push  some  of 
their  projects,"  said  the  head  of  a 
principal  competitor  not  long  ago.  "I 
would  guess  the  properties  weren't  as 
good  as  they  claimed." 

John  Place  today  will  only  concede 
this  much:  "Anaconda  has  had  a 
credibility  gap." 

Yet  e\'en  the  failure  to  develop 
these  properties  would  have  mattered 
little  if  Anaconda  had  realized  any- 
thing like  the  potential  of  what  it  al- 
ready had  in  the  U.S.  When  the  ax 
fell  in  Chile,  Anaconda's  U.S.  hold- 
ings consisted  primarily  of  three  big 
copper  mines— in  Montana,  Nevada 
and  Arizona;  the  world's  largest  cop- 
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Twin  Buffes  copper  mine  in  Arizona,  begun  by  departed  Anaconda 
bosses  Jay  Parlcinson  (left)  and  Charles  Brinckerhoff  (center),  is  a  chief 
hope  of  current  President  John  Place  (right)  for  a  company  comeback. 


per  fabricating  business— wire  and  ca- 
ble, copper  and  brass;  an  integrated 
aluminum  operation— the  U.S.'  sixth 
largest;  and  a  major  uranium  mine. 
Anaconda  was  almost  certainly  los- 
ing money  on  its  Arizona  mine,  in 
copper  and  brass  and  in  aluminum. 

Yet,  over  the  past  decade.  Anacon- 
da spent  over  $760  million  in  an 
effort  to  put  its  U.S.  operations  on  a 
solid  footing.  All  during  the  Fif- 
ties it  worked  hard  to  get  its  vast  min- 
ing complex  centered  around  Butte, 
Mont,  on  a  profitable  basis,  and  in 
one  misadventure  saw  $50  million  go 
down  the  drain.  Its  next  try— which 
has  cost  $175  million  so  far— appears 
to  have  succeeded.  "Butte  has  made 
money  on  average,"  Place  says,  "over 
the  past  decade."  But  as  Butte's  prof- 
itability rises,  so  does  the  cost  of  pro- 
tecting the  environment.  Anaconda  is 
currently  spending  $29  million  to  re- 
duce pollution  at  its  Anaconda  smel- 
ter; but  if  Montana  pollution  stan- 
dards prevail,  the  price  could  rise  an- 
other $24  million. 

Anaconda  is  still  waiting  to  recover 
its  investment  in  two  other  new  mines 
—Caribou,  a  $7-million  lead-zinc-cop- 
per mine  in  New  Brunswick,  and 
Twin  Buttes  in  Arizona.  Caribou's 
metallurgical  problems  proved  so 
great  that  Anaconda  closed  down  the 
mine  last  fall.  Twin  Buttes  was  one  of 
the  most  ambitious  and  expensive 
gambles  in  mining  history.  A  low- 
grade  copper-molybdenum  deposit,  it 
needs  volume  to  remain  profitable,  or 
failing  that,  high  prices;  with  copper 


prices  down.  Twin  Buttes,  which 
went  into  production  only  last  year, 
has  not  earned  enough  this  year  to 
cover  its  fixed  charges.  The  cost  so 
far:  nearly  $220  million. 

Anaconda's  excursion  into  alumi- 
num has  probably  been  its  most  re- 
markable misadventure.  Aluminum 
cost  Anaconda  $160  million  over  the 
past  decade,  but  has  yet  to  yield  much 
more  than  intermittent  profits.  Yet 
Anaconda  committed  itself  to  another 
$185  million  or  so  in  expansion  and 
integration.  Is  it  worth  the  gamble? 
Even  Alcoa  has  averaged  no  more 
than  5.8%  on  its  capital  in  recent  years. 
Sometimes  it's  more  economical  to  cut 
your  losses. 

Hard  Row 

Today  John  Place  faces  one  of  the 
most  difficult  corporate  rebuilding 
jobs  in  recent  history.  A  thoughtful, 
dispassionate  man,  Place  inevitably 
appeared  first  as  a  cost-cutter.  Backed 
up  by  Anaconda's  capable  Vice 
Chairman  William  E.  Quigley,  he  set 
about  reducing  Anaconda's  swollen 
employment  roster  to  fit  its  new  size— 
a  50%  reduction  in  the  New  York  cor- 
porate staff,  the  elimination  of  11  vice 
presidents,  and  cuts  in  the  work  force 
throughout  the  U.S.,  for  a  $25-mil- 
lion-a-year  saving  in  employment  costs 
alone.  He  closed  down  the  new  Cari- 
bou mine  after  only  six  months  of 
profitless  operation,  scotched  a  des- 
perate, last-ditch  plan  to  buy  El 
Paso's  Pacific  Northwest  Pipeline, 
closed  down   four  unprofitable   brass 


plants.  Last  month  he  shut  down  the 
lead  smelter  at  Tooele,  Utah;  by  mid- 
1972  he  plans  to  close  the  zinc  plant 
at  Great  Falls,  Mont.,  thus  getting  An- 
aconda out  of  lead  and  zinc.  "We  had 
to  figure  what  could  be  done  to  cut 
costs,"  Place  says,  "and  to  make  the 
most  of  the  company's  remaining 
strengths." 

The  net  result  is  that  by  year's 
end— at  least  before  the  special 
charges  of  the  reorganization  and 
the  Chilean  expropriation— Anaconda 
should  be  back  in  the  black— and  sol- 
idly so  by  the  first  quarter  of  1972, 
"even  with  45-cent  copper,"  Place 
adds.  (The  recent  price  was  50/4, 
down  from  53/8  a  year  earlier.)  Better 
still,  Anaconda  had  generated  the  fi- 
nancial resources  to  handle  both  its 
debt  maturities  and  capital  commit- 
ments—$88  million  in  capital  costs  last 
year,  $180  million  in  1972,  the  bulk 
for  the  Sebree  aluminum  plant  or  pol- 
lution control  in  Montana. 

For  the  future.  Place  plans  to  in- 
crease Anaconda's  U.S.  copper  pro- 
duction by  50,000  tons,  or  25%,  by 
1975,  concentrating  on  the  lowest- 
cost  operations.  He's  considering  ex- 
panding the  mill  at  Twin  Buttes  to 
make  greater  use  of  its  reserves.  In 
Mexico,  having  sold  a  51%  interest  in 
his  operations  to  Mexican  nationals 
for  about  $40  million,  he's  planning  to 
double  output  within  five  years. 

"We've  moved  away  from  the  mas- 
sive exploration  programs  of  the  Six- 
ties," he  says,  "big  programs  that  cost 
too  much  in  relation  to  the  risk  and 
profitable  probable  return.  Our  basic 
approach  is  to  get  the  best  utilization 
of  the  assets  we  have.  On  the  other 
hand,  we  will  consider  diversification 
into  any  growth  and  profitable  area." 

It  is  a  commentary  on  how  far 
Anaconda  has  fallen  that  one  of  its 
most  viable  assets  is  its  tax-loss  carry- 
forward. Last  month  the  Internal  Rev- 
enue Service  issued  a  ruling  making 
the  capital  losses  from  Chilean  diver- 
sification deductible  from  regular  in- 
come. This  tax  credit  could  be  worth 
close  to  $300  million  net,  $13  or  so  a 
share  for  Anaconda. 

But  prospects  for  internal  growth 
are  limited.  Anaconda  lacks  the  cash 
to  acquire  earnings  through  outright 
purchase;  its  stock  is  too  depressed 
to  be  a  sensible  medium  of  exchange 
in  the  acquisition  market.  Perhaps  one 
solution,  after  John  Place  has  put  An- 
aconda's affairs  in  order,  would  be  for 
a  more  profitable  company  to  acquire 
the  old  blue  chip.  Another  might  be 
to  raise  money  by  selling  off  some  of 
those  undeveloped  properties  Anacon- 
da has  on  the  shelf.  In  either  case, 
Anaconda's  shareholders  might  just 
come  out  fairly  well  from  an  incredible 
series  of  misadventures.   ■ 
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Who 
y  says 
talk 
is 
cheap? 


We  do. 


And  more  than  that,  it's  profitable. 
Because  now  you  can  create  new 
sales  by  having  your  salable  sub- 
ject matter  recorded  on  cassettes. 

Cassette  sales  are  growing  at  a 
rapid  pace.  People  are  buying  cas- 
settes on  subjects  from  cooking 
to  comedy.  Literature  to  language. 
It's  almost  unlimited.  And  so  is 
your  profit  potential.  What's  more, 
it's  easy  to  get  started. 

In  no  time  at  all  we  can  eco- 
nomically record  your  master  or 
script.  In  quantities  of  100  or  more. 
Label.  Shrink  seal.  Pack  and  drop 
ship.  In  fact,  by  this  time  next 
week  you  can  be  in  business. 

We're  the  industry's  leading  in- 
dependent duplicator,  so  you  can 
depend  on  us.  Write  or  call  for 
more  information  today.  That  kind 
of  talk  is  really  cheap.  Dubbings 
Electronics,  1305  S.  Strong  Ave., 
Copiague,  N.Y.  1 1 726  (51 6)  226-6000 


DUBBINGS 
ELECTRONICS 

A  DIVISION  OF 

NORTH  AMERICAN  PHILIPS 

CORPORATION 


The  Money  Men 


For  people 

who  have  a  thing 

about,  golf. 


Two  18-hole  golf  courses  (1  championship 
1  lighted  executive).  Gourmet  wining 
end  dining.  Luxurious  guest  rooms.  Exec 
utiveClub  Apartments. Meeting  facilities 
Scottish  baronial  atmosphere.  Open  year 
round.  Near  airports  and  arterial  express 
ways. Write  for  brochure  L.  Rolph  McEn 
tyre,  General  Manager,  Palmetto  Express 
woy  at  N.W.  154  Street,  Miomi  Lakes 
Florida  33014  or  call  Miami 
/^^(305)82MI50. 

(^AMlaml  Lahes  Inn 

\3a^  &  Country  Club 


a  week,  instantly  aborting  any 
trade  that  looks  like  a  mistake.  "In 
a  really  good  month  I  can  make 
maybe  $25,000,  and  in  a  bad 
month  only  lose  $3,000." 

He  puts  strict  limits  on  how 
much  he  puts  at  risk— 100  carloads 
of  a  commodity  such  as  pork  bel- 
lies. This  would  require  $50,000 
capital.  "I  know  my  limitations  and 
I  stick  by  them.  Everyone  should." 

Melamed's  training  for  this  nerve- 
wracking  occupation  was  rigorous 
if  unplanned.  His  father  was  a 
Polish  refugee  from  Hitler's  inva- 
sion who  escaped  with  his  family 
through  Siberia  in  two  years  of 
touch-and-go  terror.  Leo  got  his 
first  job  as  a  runner  for  Merrill 
Lynch 's  commodity  department.  He 
took  the  job  because  the  hours  let 
him  catch  afternoon  law  classes  at 
John  Marshall  Law  School. 

He  got  his  law  degree  in  1955 
and  began  to  practice,  but  he 
couldn't  get  commodities  out  of  his 
mind.  "The  noise  and  the  clamor 
are  enough  either  to  scare  you  or 
fascinate  you.  It  did  both  for  me." 

In  the  early  Fifties  the  Mercan- 
tile Exchange  was  in  a  state  of  de- 
cline, with  futures  trading  mostly 
in  eggs  and  onions,  where  daily 
fluctuations  were  relatively  minor. 
While  still  at  school,  Melamed  bor- 
rowed $3,000  from  his  father  and 
bought  a  seat  on  the  Mercantile 
Exchange.  When  he  was  21,  he 
started  trading.  ("One  of  the  floor 
brokers  was  carrying  me.  He  figured 
that  even  if  I  lost  out  trading,  I'd 
earn  enough  in  law  to  pay  him 
back.")  Melamed  started  practic- 
ing law  and  trading  in  commodities 
on  the  side. 

But  here's  something  else  that 
should  give  you  pause  if  you're 
thinking  of  messing  around  with 
commodities:  Melamed  finally 
dropped  his  law  practice.  Commod- 
ity trading  and  other  interests  just 
didn't  mix. 

You  still  want  to  trade  in  com- 
modities? Well  then,  Melamed  has 
some  advice  for  you. 

To  begin  with,  he  points  out 
that  the  public  cannot  trade  com- 
modities as  it  does  stocks.  You  can't 
begin  with  all  your  capital.  Mar- 
gins are  as  low  as  10%,  and  you 
surely  will  lose  it  all  and  that  will 
be  that.  "Those  who  say  they've 
got  $10,000  and  they're  going  to 
shoot  it,  as  if  they're  playing  dice, 
will  surely  lose  it,  and  most  of  them 
never  come  back  because  that  was 


all  they  had  to  lose.  So  a  newcomer 
has  to  put  aside  some  money  to  lose 
and  learn,  and  have  enough  left 
over  so  he  can  stay  in  the  game." 

Melamed  doesn't  see  commodi- 
ties as  a  path  to  riches.  Gone  are 
the  days  of  The  Pit.  But  for  the 
man  who  has  the  temperament  and 
fhe  time  and  who  doesn't  mind  the 
danger  of  getting  ulcers,  there  are 
compensations.  "If  a  guy  starts  with 
$10,000  and  ends  up  after  a  period 
of  two  to  three  years  having  lived 
well  and  now  has  $50,000  to 
$100,000,  I'd  say  he's  done  very 
well."  Meaning  Leo  Melamed,  of 
course. 

"Your  stockbroker  will  tell  you 
you  may  enhance  your  investment 
by  10%  over  a  year  in  stocks,  even 
20%.  If  you  went  into  commodities 
with  $10,000  and  made  it  $20,000 
within  a  year,  which  a  good  trader 
should  easily  be  able  to  do,  that's 
100%  enhancement.  So  that's  what 
the  comparison  should  be. 

"But  that  still  doesn't  make  you 
a  millionaire.  If  you  start  with 
$500,000,  it  probably  will  not 
make  you  another  $500,000,  be- 
cause commodities  are  a  hmited 
thing.  More  money  doesn't  neces- 
sarily mean  an  equivalent  amount 
of  more  profits,  unfortunately.  Your 
trading  habits  change  and  you 
won't  move  as  quickly  with  a  big- 
ger position  because  they're  not  as 
flexible." 

Of  course,  this  kind  of  speculat- 
ing is  only  one  small  part  of  com- 
modity trading.  The  really  big  deal- 
ing is  done  by  big  corporate  hedg- 
ers,  who  are  producers,  processors, 
or  warehousers  of  commodities. 
Melamed  has  seen  to  it  that  his  Mer- 
cantile Exchange  has  played  an 
ever  bigger  role  in  this  important 
economic  function.  He  forced  the 
once-sleepy  exchange  to  expand 
trading  in  such  items  as  pork  bellies, 
cattle  and— last  month— into  foreign 
currency.  Since  he  took  the  chair- 
man's job  in  1969,  the  Merc  has  be- 
come much  more  important  in  na- 
tional commodity  trading.  In  1971, 
$40  billion  or  so  in  futures  contracts 
were  traded  there.  He  has  seen  to  it, 
too,  that  the  exchange  is  policed  as 
never  before. 

When  things  get  really  hectic, 
Melamed  thinks  how  close  he 
came  to  an  early  grave  in  Poland 
or  Siberia.  Then  he  slips  behind 
his  desk  to  a  store-sized  gumball 
machine  where  he  keeps  a  big  sup- 
ply of  his  ulcer  pills.   ■ 
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How  to  Perk  with  Pork 

High  profits  in  meat-pacliing?  Oscar  Mayer 
has  managed  that  unliliely  sounding  trick. 


For  a  meat-packer,  beef  clearly 
makes  more  sense  than  pork.  Per-cap- 
ita  beef  consumption  in  the  U.S.  has 
nearly  doubled  in  the  past  20  \ears, 
while  consumption  of  pork  has  not 
grown  at  all. 

If  so,  then  Oscar  Mayer  &  Co.  of 
Madison,  Wis.  makes  no  sense  at  all. 
Almost  755?  of  its  sales  are  pork,  and 
most  of  the  beef  it  does  produce  is 
mi.xed  with  pork.  Yet  over  the  last 
five  years  its  sales  have  increased  by 
almost  80?,  while  its  earnings  per 
share  have  climbed  by  over  20%  a  year 
and  its  return  on  stockholders*  equity 
has  averaged  nearly  16%. 

The  difference  is  in  what  Oscar 
.Mayer  has  been  doing  with  its  pork 
over  the  last  decade  or  so. 

Though  almost  90  years  old,  the 
compaiu'  has  been  run  b>  an  Oscar 
Mayer  since  it  started  making  sau- 
sages in  Chicago,  and  the  family  still 
controls  60%  of  its  stock.  A  grandson 
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Hof  Dog.  This  machine,  de- 
veloped by  Oscar  Mayer,  can 
spew  out  36,000  wieners  ev- 
ery hour.  In  a  year  of  contin- 
uous running,  H  could  gir- 
dle   the    globe    wifh    franks. 


of  the  founder,  Oscar  G.  Mayer  Jr., 
took  over  in  the  late  Fifties  and 
launched  the  company  on  its  present 
highly  successful  course.  As  a  pork 
company  in  a  beef  economy,  Oscar 
Mayer  had  to  do  something  different 
and  so  it  concentrated  on  processed 
pork— sausage,  spreads,  baloney,  wie- 
ners, ham  and  bacon.  President  Mayer 
explains:  "Fresh  meat  is  basically  a 
commodity  whose  margins  are  lim- 
ited. All  the  quality  in  a  piece  of 
fresh  meat  has  actually  been  built  in- 
to it  during  the  animal's  lifetime.  With 
processed  meats  you  can  build  quality 
and  value  into  them,  stand  out  ahead 
of  the  others  and  build  up  more  of 
a  consumer  acceptance."  Processed 
meat  now  makes  up  65%  of  Mayer's 
!i)652-million  sales  volume. 

Do  It  Yourself 

Oscar  Mayer  had  one  unique  ad- 
vantage in  its  national  push— the 
packaging  and  processing  machinery 
it  had  developed.  In  fact,  the  com- 
pany formed  a  subsidiary,  Kartridg 
Pak,  to  market  that  machinery.  Kart- 
ridg Pak  is  now  a  joint  venture  with 
Dow  Chemical  and  makes  meat-pro- 
cessing machinery  and  aerosol  filling 
equipment. 

In  sales,  Mayer  is  relatively  small 
for  a  meat-packer;  Wilson  is  two 
times  as  big  and  Swift  five  times  as 
big.  But  in  net  profits  Wilson  made 
20%  less  and  Swift  only  twice  as  much. 
Mayer  earned  last  year  around  22% 
on  stockholders'  equity,  one  of  the 
highest  returns  among  the  sizable 
packers.  Its  stock  has  risen  from 
around  10  just  five  years  ago  to  as 
high  as  35  in  1971. 

For  major  expansion,  Mayer  is  look- 
ing overseas.  It  is  getting  its  feet  wet 
with  a  small  Venezuelan  operation 
for  slaugiitering  and  processing  meats. 
It  is  negotiating  for  a  joint  venture 
with  Prima  Meat  Packers,  Japan's 
largest  meat-packer. 

Any  worries?  Well,  there  is  Phase 
2  and  its  uncertainties.  And  the  con- 
tinuing threat  of  cychcal  ups  and 
downs  of  hog  prices:  The  last  time  hog 
prices  rose  sharply  was  in  the  mid- 
Sixties,  and  Mayer's  profits  took  one 
of  their  rare  drops. 

Anything  else?  "Yes,"  says  President 
Mayer,  "I  wish  I  could  think  of  a 
better  term  than  slaughterhouse  for 
where  we  procure  our  raw  materials." 
Slaughterhouse  or  not,  Mayer  has 
been  able  to  increase  sales  by  140% 
and  earnings  by  360%  in  the  past  dec- 
ade, and  nobody's  knocking  that.  ■ 


Luxury 
conventions 
fca  la  carte>i 


OUR  SPECIALTIES 
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MELIA  CASTIUA 
Madrid 

Wsstern  Europe's 
largest  and  liveliest 
hotel  with  1,000  twin- 
bedded  luxury  rooms. 
A  "city"  within  a 
city,  specially  built 
and  equipped  for 
conventions  and 
meetings. 

MELIA  MADRID 
Madrid 

250  rooms  and  suites. 
Convention  hall  and 
meeting  rooms  with 
specialized 
installations. 

MELIA  DON  PEPE 
Marbelia, 
Costa  del  Sol 

250  luxury  rooms  and 
excellent  convention 
installations.  For 
leisure,  all  facilities  an 
exclusive  resort  hotel 
can  offer. 

MELIA 

TORREMOLINOS 
Costa  del  Sol 

220  luxury  rooms. 
Magnificent  convention 
and  congress 
installations  in  modern, 
colourful  surroundings. . 

MELIA  MALLORCA 
Palma  de  Mallorca 

390  luxury  rooms,  with 
the  perfect  setting  for 
conventions, 
congresses  and 
company  meetings. 


Plan  your  next  convention  at  any  one 

of  these  great  MELIA  HOTELS 

in  Spain. 

We  are  professionals  at  planning  and 

staging  conventions,  congresses 

or  business  meetings.  Our  expert 

staff  is  your  guarantee. 


Plus;  11  other  luxury  hotels  In  the 
best  resorts  and  beaches  of  Spain. 

MaliaHotQls 

OF  SPAIN 


Write  today  for  information  to: 

Mr.  Jorge  Encina,  Manager,  Group  Sales  Dept. 
USA  &  Canada,  551  Fifth  Ave.,  Suite  1416, 
New  York,  N.Y.  10036,  Telephone  (212)  986-4353 
or  your  nearest  travel  agent. 
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As  I  See  it 


Should  Investors  Get  Tough  with  Sluggish  Managements? 


When  it  comes  to  invesiments,  Roger  F.  Murray  speaks  with  double- 
barreled  authority.  A  scholarly,  mild-mannered  man  of  60,  he  is  S.  Sloan 
Colt  Professor  of  Banking  and  Finance  at  Columbia  University's  Grad- 
uate School  of  Business.  He  knows  practical  finance  from  23  years  at  Bank- 
ers Trust,  where  he  rose  to  chief  economist  and  vice  president  for  invest- 
ment research.  He  then  spent  six  years  running  the  College  Retirement 
Equities  Fund,  a  $1 .5-bilHon  pool  of  money  belonging  to  the  nation's  col- 
lege teachers.  Last  February  he  resumed  teaching,  but  remains  on  the 
boards  of  seven  prominent  investing  institutions. 

What  Professor  Murray  has  to  say  about  investing  may  affect  vir- 
tually every  U.S.  corporate  management.  Essentially,  he  believes  that 
investors  should  have  a  greater  say  in  how  companies  are  run,  that  cap- 
italism cannot  be  efficient  if  capitalists  don't  make  themselves  heard. 


Professor  Murray,  1  understand 
your  thesis  is  that,  in  tJiis  period  of 
capital  shortage,  we  have  to  use  ev- 
ery penny  of  capital  jiisi  as  efficiently 
as  we  possibly  can.  Haven't  tight  mon- 
ey and  the  recession  already  im- 
proved this  kind  of  efficiency? 

Murray:  To  some  extent,  yes.  Take 
the  whole  airline  industry,  for  exam- 
ple. They  had  to  meet  that  market 
test  and  they  paid  around  11%  on  se- 
cured equipment  financing  and  they 
had  to  sell  stock  besides.  What's  gone 
on  internally  in  terms  of  cost  control 
and  restructuring  of  operations  as  a 
result  has  been  very  dramatic. 

Then  where's  the  problem? 

Murray:  The  problem  is  that  the 
market  mechanism  is  demonstrably 
too  slow  in  bringing  about  a  shift  in 
resource  utilization.  When  the  return 
on  total  capital  employed  in  the  busi- 
ness keeps  going  down  over  time— say, 
five  years— the  evidence  becomes  over- 
whelming that  there  are  other  kinds 
of  economic  activity  in  which  capital 
could  be  employed  more  efficiently. 

That's  a  sweeping  indictment.  Our 
figures  shoiv  that  return  on  total  cap- 
ital for  the  700  largest  companies  in 
the  country  has  been  declining  stead- 
ily on  average  over  the  past  si.x  years 
from  12%  to  8%.  Are  you  saying  that 
U.S.  management  isn't  doing  its  job? 

Murray:  I  am  indeed.  Too  often 
management  tloes  the  easy  thing. 
VMiich  is  to  add  another  open  hearth 
or  build  another  paper  machine.  Not 
the  uncomfortable  task  of  doing  a 
special  bit  of  analysis  which  he'd 
have  to  do  to  decide  if  he  should 
.scrap  inefficient  equipment,  back  out 
of  marginal  businesses,  integrate  for- 
wards  or   backwards,   or  invest   in   a 


higher  return  area  outside  of  his  tra- 
ditional business.  Yet  presumably  this 
is  what  you're  paying  management  to 
do— make  those  tough  decisions. 

But  isn't  it  often  the  case  that  a 
company  with  a  low  return  has  to  in- 
vest tn  a  new  switching  yard  or  a  new 
paper  mill  fust  to  stay  where  it  is? 

Murray:  You  are  arguing  that  your 
return  on  that  new  switching  yard  or 
new  paper  mill  will  be  way  above 
average.  Now  I'm  perfectly  willing  to 
listen  to  that  kind  of  argument,  but 
if  I  see  that  your  average  return  on 
investment  still  stays  low  year  after 
year,  then  I  would  say,  "My  friend, 
you  have  got  to  be  more  persuasive." 
You  and  1  have  been  listening  to  the 
steel  industry  make  this  argument. 
The  new  technology  of  steel-making 
was  going  to  provide  very  high  rates 
of  return  on  new  investments.  Yet 
when  we  look  at  total  returns  in  the 
steel  industry,  they  are  really  low. 

What  do  you  think  steel  company 
presidents  should  have  done? 

Murray:  First  of  all  you  make  sure 
that  you  take  an  old,  inefBcient,  obso- 
lete mill  out  of  production  for  every 
new  mill  put  in  place.  Even  if  you 
have  to  sell  the  old  mill  for  scrap. 
You  do  not  continue  to  maintain  and 
replace  capital  committed  to  inefficient 
and  obsolete  areas.  You  integrate  for- 
ward or  backward,  or  upgrade  prod- 
uct quality,  or  get  into  specialty  mar- 
kets, or  invest  entirely  outside  of  the 
steel  industry. 

But  if  every  low-return  company 
began  investing  outside  in  high-return 
businesses,  wouldn't  they  just  drag 
down  the  returns  tlicrc—as  actually 
happened  in  semiconductors  and  fer- 
tilizer and  polyvinyl  chloride? 


Murray:  This  can  happen,  particu- 
larly in  capital-intensive  industries. 
The  major  oil  companies  discover  pet- 
rochemicals and  they  all  start  on  five- 
year  programs.  They  bring  great  big 
lumps  to  market  all  at  once  and  just 
knock  the  hell  out  of  it.  They  discover 
they  can  only  make  ammonia  efficient- 
ly in  tremendous  plants.  They  them- 
selves made  the  smaller  units  noncom- 
petitive. So  what  happens?  They're 
left  with  a  commodity. 

Of  course,  when  you're  offered  an 
opportunity  to  get  into  a  field  you 
know  nothing  about,  you  must  re- 
member they're  going  to  tell  you  all 
the  good  things  and  none  of  the  bad. 
So  you  go  back  to  old  Virgil,  who 
writes,  Timeo  Danaos  et  dona  feren- 
tes  (I  fear  the  Greeks  bearing  gifts). 

You  face  that  risk  any  time  you 
make  an  investment.  The  question  is: 
Can  we  rationally  minimize  that  risk 
by  just  having  everybody  do  more  of 
the  same?  I'm  a  steel  company  and  I 
know  how  to  turn  out  steel  ingots  by 
a  time-tested  process,  so  I'm  going  to 
put  more  capital  into  ingot  production 
because  that's  all  1  know  how  to  do. 
But  look  at  the  risk.  Suppose  a  steel 
company  50  years  ago  made  an  ob- 
viously high-risk  venture  into  alumi- 
num or  nickel.  Sure  that  would  have 
been  risky.  But  it  tmned  out  that 
there  was  a  fabulous  technological 
risk  anyway  in  the  steel  industry.  All 
that  money  spent  in  the  early  postwar 
years  on  plant  expansion  on  the  as- 
sumption that  it  had  20  or  30  years 
of  useful  economic  life,  and  it  was 
obsolete  almost  before  it  was  installed. 

Weren't  investment  bankers  trying 
to  do  that  in  the  late  Sixties  by  under- 
ivriting  conglomerate  takeovers? 

Murray:  I  don't  think  they  were  un- 
dertaking anything  of  the  kind.  I  think 
they  were  undertaking  a  series  of  fast- 
buck  promotions.  It's  been  my  convic- 
tion all  along  that  the  conglomerate 
form  of  business  organization  was  a 
surefire  formula  for  corporate  disaster. 
Instead  of  making  the  hard  decisions 
to  cut  back  inefficient  operations,  a 
lot  of  these  companies  felt  they  had 
to  rush  out  and  buy  a  lot  of  other 
companies.  They  said  to  themselves 
"We've  got  to  do  something  quickly. 
We've  got  to  have  a  lot  of  news  items 
so  our  stock  will  go  up  and  we  can 
buy  these  companies  less  expensively." 
I  think  that's  one  reason  their  ac- 
quisitions v/orked  out  so  badly. 
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Professor  Roger  F.  Murray 


So  you're  calling  for  a  more  hard- 
nosed  concern  for  return  on  capital 
and  a  greater  willingness  to  hack  out 
of  marginal  businesses  and  reallocate 
corporate  capital— mostly  internally. 
Wliat  makes  you  think  company  pres- 
idents will  do  this? 


Murray:  I  don't.  Company  presi- 
dents want  to  stay  in  oflBce,  and  they 
know  they're  not  going  to  advance 
in  prestige  or  anything  by  presiding 
over  partial  liquidations.  Actually, 
contracting  an  investment  is  one  of 
the  most  difficult  things  in  the  world 
to  do,  but  it's  not  a  skill  anybody 
values.  We're  never  going  to  hear  a 
company  president  say:  "Unpleasant 
as  it  is  for  me  personally,  I  feel  I  ought 
to  cut  back  the  size  of  this  enterprise 
to  what  is  competitively  efficient,  and 
I  am  going  to  preside  over  the  partial 
liquidation  of  the  company." 

Then  who's  going  to  do  it  for  him, 
the  investment  banker?  Why  should 
he  care? 

Murray:  In  a  sense  he  doesn't  care 
as  long  as  his  clients  don't  care.  Peo- 
ple in  the  securities  industry  are  not 
about  to  volunteer  to  hit  their  clients 
over  the  head  except  as  their  other 
clients,  specifically  institutional  inves- 
tors, put  the  pressure  on. 

But  why?  If  a  company  manage- 
ment performs  poorly,  can't  the  in- 
stitution just  sell  the  stock? 

Murray:  The  main  reason  there's 
been  such  an  increase  in  the  short- 
run  volatility  of  stock  prices  is  in- 
creasing institutionalization  and  the 
institutional  perfoimance  game.  When 
a  so-called  growth  company  suddenly 
develops  a  problem,  what  happens  to 
its  market  valuation  is  absolutely  hor- 
rendous! As  we  saw  with  conglomer- 

Capital:  Don't  Waste  a  Drop  of  It 


ates,  for  example.  So  you  can  be  the 
first  institutional  seller  in  such  a  situ- 
ation and  it's  fine.  Or  the  second.  But 
if  you're  number  19  on  the  list,  it's 
pretty  unsatisfactory!  You  may  finally 
get  to  the  point  where  you  say:  "Rath- 
er than  take  a  bath  at  these  prices, 
I  might  better  hang  in  there  and 
bring  about  change." 

Instead  of  being  chronically  late  I 
might  as  well  get  tough? 

Murray:  Exactly.  And  I  think  we're 
starting  to  see  this.  Those  who  have 
been  burned  are  starting  to  wonder  if 
high  turnover  in  their  portfolios  real- 
ly produces  superior  returns.  Now  this 
is  important  because  short-term  vol- 
atility like  we  have  now  is  disruptive 
of  the  real  fundamental  business  of 
financing  real  capital  investment  over 
lime  What  could  happen  is  that  we 
might  rediscover  the  concept  of  long- 
term  investing.  This  is  the  attitude  on 
the  part  of  investors  that  American 
corporations  need  financially  at  this 
point  because  we're  coming  into  a 
period  of  very  high  capital  demand. 

Are  you  seriously  urging  that  an 
institutional  investor  walk  into  some 
company  president's  office  and  start 
telling  him  how  to  run  his  business? 

Murray:  Certainly  the  institutional 
investor  will  prefer  to  put  the  finger 
on  an  investment  banker  and  make 
hi7n  carry  the  ball  instead  of  carrying 
it  himself.  That  way  he  doesn't  have 
to  be  an  expert. 


Capital,  Professor  Murray  feels,  is 
simply  too  valuable  to  be  left  in  the 
hands  of  sluggish  managements.  He 
feels  the  U.S.  is  not  saving  enough, 
and  so  must  husband  carefully 
what  capital  it  has. 

"I  think,"  he  says,  "the  savings 
ratio  is  going  to  drop  gradually 
and  might  even  go  to  new  low  lev- 
els. One  reason  is  that  the  big  im- 
pact of  pension  funds  is  all  in  the 
past:  In  the  years  ahead  benefit 
payments  will  rise  more  rapidly 
than  contributions. 

"Also,  I  expect  that  the  present 
very  high  level  of  personal  savings 
won't  last.  If  personal  savings  drop 
from  their  phenomenally  high  8% 
rate  to,  let's  say,  6%,  that  drop  of 
just  two  percentage  points  would 
cost  the  economy  $20  billion  a' 
year  in  new  capital!" 


Nor  does  Murray  look  for  much 
help  from  coiporate  profits  as  a 
source  of  new  capital.  "You  see, 
corporations  have  seen  their  real 
savings  invaded  very  materially  by 
inflation.  It's  sort  of  entertaining. 
Knowledgeable  business  executives 
talk  about  the  poor  consumer  who 
—because  he  has  more  money  in 
current  dollars— doesn't  realize  he's 
being  robbed  blind  by  inflation. 
Yet  I  would  say  the  most  gullible 
portion  of  the  entire  population  has 
been  the  business  community!  If 
a  businessman  has  been  successful, 
he  says,  'Look,  my  profits  have 
been  growing  at  6%  a  year!'  Yet 
in  real  terms  it's  clear  that  he  hasn't 
gotten  anywhere. 

"Why  did  we  have  a  crisis  in 
corporate  liquidity  18  months  ago? 
Because  the  buying  power  of  cor- 


porate savings,  their  retained  earn- 
ings, was  eroded  in  a  devastating 
way  by  inflation.  The  inflation  rate 
for  corporate  fixed  capital  expen- 
ditures was  higher  than  the  con- 
sumer price  index— because  con- 
struction costs  to  build  those  plants 
just  exploded. 

"What  companies  did  last  year 
is  that  they've  extended  the  ma- 
turity of  the  debt.  So  they've  im- 
proved their  short-term  liquidity 
position— working  capital— but  there 
hasn't  been  much  of  an  improve- 
ment in  the  relationship  of  total 
debt  to  total  equity,  except  as 
you've  had  this  striking  increase  in 
new  equity  issues  coming  to  mar- 
ket. The  problem  is  that  American 
business  is  now  coming  into  a  pe- 
riod when  it  will  have  very  heavy 
capital  expenditures." 
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Business  travels 
Here's  how  you  ca 


You  make  a  decision,  place  an  order,  make  a  sale. 
You  commit  it  to  paper.  That  piece  of  paper  gets  going 
and  creates  more  paperwork.  That  drop  becomes  a 
trickle,  becomes  a  stream,  a  flood,  a  sea. 

Now,  if  your  office  has  the  right  system  of  paper-han- 
dling machines,  then  all  this  paperwork  will  flow 
smoothly  and  fast  Your  business  will  flow  smoothly 
and  fast,  too.  Because  your  business  is  carried  out 
on  paper. 

But  if  somewhere  along  the  line,  there's  a  holdup... 


say  in  the  invoicing  or  the  addressing  or  the  mailin 
then  it's  not  just  a  bunch  of  papers  that  goes  slow 
your  business... 

BECAUSE  BUSINESS  TRAVELS  ATTHE  SPEED  OF  PA  I 
Now  as  every  businessman  painfully  knows,  the  p<  3 
side  of  business  is  increasing  every  year.  And  evi 
yours  is  not  yet  a  problem— it  probably  will  be. 

When  it  is,  come  to  us.  At  Pitney  Bowes,  we  hav  ' 
perts  who  can  diagnose  your  paper-handling  pi 
lems  and  recommend  the  most  efficient  systerr  j 
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ie  speed  of  paper, 
et  yours  moving. 


proving  your  speed  of  paper.  And  we  have  dozens 
machines  made  to  work  together  to  mechanize 
pying,  collating,  counting,  addressing,  folding,  in- 
1ing,  weighing,  mail  opening,  sealing  and  stamping. 

St  of  all,  our  machines  come  in  a  wide-  choice  of 
es  and  prices,  so  you  can  put  together  a  system 
It  will  speed  your  business  without  bankrupting  it. 

/ou'd  like  to  hear  more  about  these  new  business 
Dcedures  and  systems,  we'll  gladly  send  over  one 
our  experts.  Write  Pitney  Bowes,  1773  Pacific  Street, 


Stamford,  Conn.  06904,  or  call  one  of  our  190  offices 
throughout  the  U.S.  and  Canada.  Postage  Meters, 
Mailing  Equipment,  Copiers,  Counters  and  Imprinters, 
Addresser-Printers,  Labeling  and  Marking  Systems. 


IL 

=  Pitney  Bowes 

' '        Because  business  travels 
at  the  speed  of  paper. 


Therell  never  be  any  more 
homes  like  these.  Ever. 


You're  looking  at  the  oceanfront  in  Boca  Raton.  Flor- 
ida. That  s  the  world-famous  Boca  Raton  Hotel  &. 
Club  on  the  left.  Sub-tropical  locations  like  this,  on 
the  ocean  and  the  lake  across  from  a  resort  club  that 
is  a  legend  in  our  time,  are  rare... practically  impxDS- 
sible  to  find.  Since  the  days  of  Addison  Mizner,  the 
genius  that  made  Palm  Beach  and  Boca  Raton  what 
they  are  today,  Boca  Raton  has  maintained  its  heri- 
tage. .  .and  its  identity  as  a  place  apart  from  the  world 
around  it.  The  third  building  from  the  right  on  the 
ocean  is  Arvida  s  Sabal  Shores,  a  condominium  on 
360  feet  of  private  beach.  Some  apartments,  built 
at  yesterday's  costs,  are  still  available.  We  don't  believe 
you'll  ever  be  able  to  buy  at  these  prices  again. .  .much 
less  in  a  location  like  this.  Applications  to  purchase 
are  being  accepted. 

Sabal  Shores 

Developed  by  ARVIDA  CORPORATION 
701  South  Ocean  Boulevard  /  Boca  Raton,  Florida  33432 

This  advertisement  is  not  an  oSerine.  No  offering  is  made  except  by  a  prospectus  filed  with  the  Depart- 
ment of  Law  m  the  State  of  New  York.  The  Attorney-General  of  the  State  of  New  York  has  not  passed 
on  or  endorsed  the  merits  of  this  offering.  A  copy  of  this  offering  is  available  upon  request. 
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Okay,  what  would  you  have  the 
investment  hanker  do? 

Murray:  He'll  go  to  work  on  the 
chief  executive  and  say,  "My  friend, 
we  the  investors  are  not  going  to  sit 
idly  by  here  and  watch  you  pour  re- 
,souices  down  various  and  sundiy  rat- 
holes."  Then  he  might  find  a  merger 
for  him  so  that  very  quietly  he  might 
liquidate  his  venture  to  the  extent  that 
would  make  possible  the  efficient 
utilization  of  the  remaining  resources. 
Or  we  might  say,  "What  we  want  you 
to  do  now  is  to  start  on  a  split-up  of 
the  company  so  that  we  can  take  the 
retained  earnings  generated  from  the 
old  business  and  put  it  in  new  areas 
where  we  can  see  capital  efficiently 
employed.  In  due  course  we're  going 
to  have  a  spin-off."  This  is  what  How- 
met  did  with  Howmedica.  You  get 
Howmedica  functioning  with  capital 
generated  out  of  the  commodity 
aluminum  business,  and  when  this  is 
self-sustaining  you  spin  it  off  to  your 
own  shareholders.  You're  returning  a 
portion  of  their  capital  to  them  in  a 
way  that  excites  them.  Like  the  spin- 
off of  Syntex  from  Ogden,  or  when 
Olin  divested  itself  of  Squibb,  con- 
vinced that  its  shareholders  would 
come  out  ahead.  And  it  was  right. 

Your  investment  banker  isn't  going 
to  win  any  popularity  contests,  and 
neither  is  your  institutional  investor. 

MuRKAV:  I  think  we  have  to  be  hard- 
nosed  about  it.  To  initiate  this  sort  of 
change  means  that  you're  going  to  be 
pointed  to  as  a  concentration  of  eco- 
nomic power,  a  bad  guy  trying  to  run 
American  industry.  The  rewards  are 
going  to  come  out  of  faring  much  bet- 
ter in  your  investment  portfolio  that 
way  than  by  taking  terrible  beatings. 

But  the  inertia  in  the  stracture  is 
such  that  unless  the  institutional  in- 
vestor really  stands  up  and  puts  the 
pressure  on  his  investment  bankers 
and  the  securities  industry,  these 
much-needed  changes  just  aren't  go- 
ing to  happen,  histitutional  investors 
have  a  greater  interest  tlian  ever  be- 
fore in  seeing  the  system  work  well, 
improving  economic  growth.  And  if 
they  don't  act  now,  they  iiin  the  risk 
of  getting  burned  e\en  worse  in  an 
ever  more  volatile  market. 

I'm  hoping  that  if  this  pressure  for 
operating  perfomiance  is  more  insis- 
tent, then  things  won't  get  to  the 
point  where  the  institutions  and  in- 
vestment bankers  have  to  tell  their  old 
friend  Joe,  the  compan\'  president,  that 
he's  about  to  elect  early  retirement." 
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Faces  Behind  the  Figures 


Multinational  Trade  Unions? 

Add  a  new  item  to  the  list  of 
problems  for  multinational  compa- 
nies: multinational  trade  union 
pressure.  Recently  Forbes  inter- 
\-ie%ved  Otto  Kersten,  the  West 
German  who  last  month  took  over 
as  new  secretary-general  of  the  In- 
ternational Confederation  of  Free 
Trade  Unions.  Kersten  said,  "In 
Europe  each  nation  has  its  em- 
ployers' associations  which  agree  on 
a  common  industry  policy  and  then 
bargain  with  the  unions.  You 
Americans  refuse  to  join  these  as- 
sociations. It's  a  bad  situation  with 
you  Americans.  You  take  a  com- 
pany with  a  plant  in  the  south  of 
France  and  one  in  Italy.  First  you 
say  Detroit  says  don't  join  an  as- 
sociation. Then  you  say  you  are  go- 
ing to  move  your  operations  to  the 
other  plant  if  you  are  forced  to 
talk.  Then  if  you  do  sit  down  to 
talk,  you  Americans  say  you  have 
no  power  to  make  an  agreement 
without  Detroit  saying  so." 

Said  Kersten:  "Principally  be- 
cause of  your  American  companies 
over  here,  we  in  the  European 
trade   union   movement   are   being 


forced  to  leave  our  own  nation- 
al boundaries  behind."  Kersten's 
meaning  was  clear:  multinational 
trade  unions. 

Kersten,  a  43-year-old  career  un- 
ion organizer,  puts  high  on  his 
agenda  closer  liaison  with  U.S. 
trade  unions.  The  AFL-CIO  quit 
the  group  three  years  ago,  partly 
because  AFL-CIO  czar  George 
Meany  objected  to  the  European 
group's  feelers  toward  Soviet-bloc 
unions  and  partly  over  frustration 
at  the  ICFTU's  failure  to  achieve 
anything  like  a  common  policy 
among  its  member  unions. 

Kersten  realizes  he  will  have  to 
have  progress  in  the  latter  direc- 
tion before  he  can  lure  the  Amer- 
icans back.  With  this  in  mind  he 
says:  "In  order  to  show  the  kind 
of  progress  they  want,  we  will  have 
to  get  more  American  firms  into 
European  employer  associations, 
and  we  will  have  to  get  their  Eu- 
ropean managers  into  talking  about 
Europe-wide  contract  terms." 

Kersten  has  no  illusions  about 
the  difficulties  in  the  way:  Labor 
solidarity  may  not  always  hold  up 
when  a  low-wage  country  gets  the 
promise  of  lucrative  new  jobs.  But 


Kersten  of  ICFTU 


while  he  talks  in  polite  language, 
Kersten  leaves  no  doubt  that  he 
means  business.  "We  have  multi- 
national companies,"  he  says,  "and 
we  have  truly  Europe-wide  compa- 
nies. Now  the  unions  have  to  start 
getting  into  the  game."  ■ 


Socialism?  Or  Common  Sense? 

Alaska,  a  state  that  prides  itself 
on  its  frontier,  is  trying  to  open  an- 
other one.  Governor  William  A. 
Egan,    a    Democrat,    is    proposing 


Governor  Egan  of  Alaska 


that  Alaska  take  over  construction 
of  the  oil  pipeline  that  some  day 
will  link  the  North  Slope  oil  fields 
with  the  faraway  southern  Alaskan 
port  of  Valdez. 

To  the  protests  of  the  oil  chief- 
tains, who  view  his  proposal  as 
pure  socialism,  Egan  turns  a  deaf 
ear.  "The  pipeline  is  a  public  util- 
ity-type of  conveyance,  a  common 
carrier,"  Egan  told  Forbes,  "and 
the  people  of  Alaska  have  a  right 
to  its  ownership."  And,  Egan  adds, 
it  is  all  or  nothing:  "I  wouldn't 
touch  equity  interest  in  any  such 
project  with  a  ten-foot  pole.  That 
would  only  lead  to  charges  of  col- 
lusion and  scandal,  both  for  indus- 
try and  the  state,  whether  there 
was  any  or  not." 

Right  now,  Egan's  main  concern 
is  Alaska's  ability  to  finance  the 
project,  which  could  cost  over  $2.5 
billion.  He  has  commissioned  a 
feasibility  study  by  seven  Wall 
Street  brokerage  houses  and  by  a 
leading  bond  firm,  and  has  hired 
Eric  Wolforth,  former  bond  coun- 
selor, as  his  Commissioner  of  the 
Department  of  Revenue. 

Why  would  Egan  want  to  take 
over  this  can  of  worms,  sniped  at 


by  the  environmentalists  and  tied 
up  in  multiple  court  suits?  Money. 
By  Egan's  own  admission,  Alas- 
ka is  near  bankruptcy;  and  he  fig- 
ures the  state  will  reap  double  fi- 
nancial benefits  from  ownership. 
If  it  can  finance  the  project  with 
low-interest-rate,  tax-exempt  bonds, 
it  can,  in  effect,  finance  it  more 
cheaply  than  the  oil  companies 
can;  the  savings  would  flow  into 
the  state  treasury.  Egan  figures 
this  could  be  as  much  as  $200  mil- 
lion annually. 

Just  as  important  to  Egan  is  his 
determination  to  get  the  highest 
possible  taxes  and  royalties  from 
the  oil  fields  themselves:  "Owning 
the  pipeline  might  be  the  only  way 
we  can  know  exactly  what  produc- 
tion costs  of  oil  are.  There  is  some 
question  as  to  whether  you  can 
ever  get  that  down-to-earth  ac- 
counting data,  short  of  having  the 
line  yourself." 

The  legality  of  Egan's  plan  is 
sure  to  be  challenged  in  the  courts. 
Might  not  other  states,  equally 
hard  pressed,  try  such  a  takeover 
if  Alaska  is  successful?  "I 
think  so,"  Egan  answers,  "if  they 
can  arrange  the  financing."  ■ 
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/Wone/  Man  on  Leave 

Lean,  low-keyed  Rocco  M.  Lag- 
inestra,  45,  may  seem  an  unlikely 
sort  to  be  heading  an  outfit  like 
RCA  Records.  He's  a  financial  man 
after  all— he'd  earlier  worked  for 
Curtiss-Wright,  Sperry  Rand  and 
NBC— and  RCA's  basic  problem  is 
simply  that  CBS  Records  has 
walked  off  with  its  traditional  first 
place  in  the  record  business.  By 
conventional  wisdom,  that  meant 
that  what  RCA  needed  was  a 
tuned-in  show-business  type,  not  a 
cagey  money  man. 

Laginestra  understandably  dis- 
agrees. "The  record  business,"  he 
says,  "is  a  business  like  any  other, 
and  I  think  a  businessman  can 
make  a  real  contribution— if  he  likes 
the  business,  and  I  do.  It's  some- 
thing you  take  home  with  you 
when  you  leave  the  office,  and  take 
home  because  you  enjoy  it.  They 
talk  about  sailors  taking  boat  rides 
on  their  leaves.  Well,  1  go  to  con- 
certs in  my  free  time." 

In  its  battle  with  CBS,  RCA  is 
scarcely  without  resources.  After 
all,  it  ranks  first  in  both  classical 
and  country  &  western  records, 
and  runs  neck  and  neck  with  CBS 
in  pop.  Where  it  lags  and  lags 
badly  is  in  rock,  which  is  now  the 
largest    and    fastest-growing    seg- 


Laginestra  of  RCA  Records 


ment  of  the  record  business.  So,  in 
the  16  months  since  he  became 
president,  Laginestra  has  concen- 
trated primarily  on  building  up 
RCA's  galaxy  of  rock  stars,  picking 
up  headliners  from  other  compa- 
nies, artists  like  Mama  Cass  Elliot, 
the  Everly  Brothers,  the  Kinks  and 
David  Bowie.  "But  this  is  difficult," 
Laginestra  says.  "You  don't  create 


Will  They  or  Won't  They? 

The  laws  of  economics,  not  moral 
outrage,  are  the  real  check  on  the 
seemingly  insatiable  thirst  of  the 
petroleum-producing  nations  for 
ever-juicier  taxes  and  royalties  and 
for  outright  confiscation.  So  says 
John  H.  Lichtblau,  executive  di- 
rector of  New  York's  Petroleum  In- 
dustry Research  Foundation,  Inc. 
Of  what  the  Arab  and  Latin  coun- 
tries are  doing  to  the  oil  compa- 
nies, Lichtblau  says:  "If  you  are 
sovereign,  you  can  always  change 
tlie  rules  of  the  game,  and  that's 
what  the  producing  countries  are 
doing.  It's  no  worse  than  slapping 
a  surcharge  on  exports." 

In  talking  like  this  Lichtblau 
isn't  defending  the  oil  nations,  but 
giving  his  clients  some  hard  advice. 
A  squat,  dapper  man  of  49  who 
worked  several  year:,  with  the 
eminent  petroleum  consultant 
Walter  J.  Levy,  Lichtblau  runs 
PIRINC  on  behalf  of  its  sponsors, 
an  assortment  of  international  oil 


Lichtblau  of  Petroleum 
Industry  Research  Foundation 


a  Guess  Who  or  a  Jefferson  Air- 
plane overnight." 

Maybe  not,  but  you  can  make 
RCA  a  more  attractive  outfit  to 
sign  with,  and  that's  what  Lagines- 
tra's  jDeen  trying  to  do.  In  an  effort 
to  step  up  RCA's  sales  growth,  he 
has  been  overhauling  its  distribu- 
tion system  and  begun  capitalizing 
on  RCA's  leading  position  outside 
the  U.S.  with  simultaneous  re- 
lease of  "product"  on  a  worldwide 
basis.  "What  people  haven't  rec- 
ognized," he  says,  "is  that  revenues 
outside  the  U.S.  match  those  from 
the  U.S.,  so  that  an  artist  can  earn 
a  lot  more  royalties  from  a  compa- 
ny like  RCA  that  can  effectively 
control  the  release  of  a  product 
overseas.  This  is  why  we've  been 
more  attractive  to  some  of  the  big- 
ger names." 

The  names  are  beginning  to 
sign,  and  with  the  biggest  year  in 
its  history  behind  it,  RCA  is  at  least 
beginning  to  recover  some  lost 
ground.  "What  we're  after  is 
growth  as  a  means  to  improved 
profitability.  When  you  get  that, 
everything  else  happens.  Our  pri- 
ority is  profits  with  a  big  P.  I  al- 
ways used  to  talk  about  the  com- 
puter business  as  the  exciting  busi- 
ness of  the  century,  but  of  the  four 
businesses  I've  been  in,  this  is  the 
business."  ■ 


giants  and  East  Coast  oil  distrib- 
utors. He  figures  they  don't  pa\ 
him  to  soothe  their  hurt  feelings. 
"We're  not  a  mouthpiece  for  the 
industry,"  he  says.  "We  don't  have 
to  submit  our  reports  to  any  indus- 
try committee."  His  clients  learned 
this  some  years  back  when  he  ruf- 
fled plenty  of  feathers  b\'  suggest- 
ing that  tariffs  could  be  substituted 
for  the  present  oil  import  quotas. 

If  the  oil  countries  have  both 
the  will  and  the  clout  to  keep 
raising  prices,  what  then  will  check 
them?  Answers  Lichtblau:  "If  the>' 
go  too  far,  the  oil  companies  may 
prefer  to  get  entirely  out  of  pro- 
ducing oil.  But  they'd  still  be  buy- 
ing it,  and  they  might  be  able  to 
use  their  tremendous  buying  power 
to  negotiate  lower  prices.  It  could 
break  up  the  producing  countries* 
cartel  eventually." 

Lichtblau  isn't  predicting  that 
the  oil  nations  won't  push  matters 
to  this  unreasonable  point.  He's 
only  saying  that  it  isn't  in  their  in- 
terest to  do  so.   ■ 
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Forget  about  the  Rabbit  Routine 

Darned  clever,  these  Chinese, 
and  hardworking,  too.  However, 
they're  not  going  to  move  into  the 
1970s  overnight  when  it  comes  to 
making  complex  machinery-,  mod- 
ern raw  materials  and  the  like.  Nor 
will  they  be  content  to  wait  until 
the\  can  produce  all  the  ingredi- 
ents for  themselves. 

Hence,  says  Alvin  Hamilton, 
an  experienced  Canadian  China- 
watcher,  China  will  be  a  fine  mar- 
ket for  the  advanced  industrial  na- 
tions. And  for  many  years  to  come. 

Take  agriculture.  A  single  Amer- 
ican farmer  produces  enough  food 
to  feed  20  of  his  fellow  citizens 
with  some  to  spare  for  export.  Two 
Chinese  farmers  feed  three  people 
including  themselves.  The  big  dif- 
ference is  agricultural  machinery 
and  fertilizer.  Both  of  these  offer 
promising  markets  for  the  West, 
Hamilton  savs.  How  else  can  the 
Chinese  free  the  labor  they  need 
for  industry? 

China  is  a  market  right  now  for 
$100  million  worth  of  farm  ma- 
chinery a  year,  says  Hamilton. 
"China  has  many  needs;  the  im- 
portant question  is.  What  are  the 
priorities?  They  need  trucks  and 
earth-moving  equipment,"  he  says, 
"and  phosphate  and  potash  ferti- 
lizers to  complement  the  nitrogen 
they  already  have." 

SvTnpathetically  but  realistically, 
Hamilton  describes  the  long  way 
China  has  to  go  before  it  can  pro- 
duce efficient  versions  of  all  these 
items  itself.  Ho  tells  about  an  Amer- 
ican recently  viewing  a  Chinese- 
made  computer:  "  'But  we  had  that 
kind  of  computer  ten  years  ago,' 
says  the  American.  'We  know,'  say 
the  Chinese,  'We  should  thank  you 
for  not  teaching  us  about  it  be- 
cau.se  we  have  leariied  from  build- 
ing this  ourselves.'  "  Similarly,  he  re- 
ports, "They've  built  a  tractor  that 
has  reached  the  stage  of  a  Massey- 
Ferguson  machine  of  1927." 

Hamilton  is  a  "Friend  of  China," 
a  specific  designation  that  is  spar- 
ingly given  by  that  country  but  has 
nothing  to  do  with  politics.  In 
1962,  when  he  was  Minister  of  Ag- 
riculture in  Canada's  Conservative 
government,  Hamilton  negotiated 
the  first  sale  of  60  million  bushels 
of  Canada's  wheat  to  a  then-un-- 
recognized  People's  Republic  of 
China.  He  is  now  out  of  political 
office  but  is  running  for  Parliament 


China-Watcher  Hamilton 


again  from  his  district  in  the  wheat- 
growing  region  of  Saskatchewan. 
Meanwhile,  he  has  kept  up  his  ef- 
forts on  behalf  of  Chinese-Canadi- 
an trade.  Recently  Hamilton,  who 
has  the  looks  and  bearing  of  ev- 
erybody's idea  of  a  British  brigadier 
and  who  in  fact  served  in  Bunna 
during  World  War  II,  journeyed 
again  to  China.  He  is  currently  re- 
laying his  impressions  and  advice 
on  trading  with  that  country  to 
businessmen  at  seminars  in  the  U.S. 
For  foreigners  wishing  to  do 
business  with  mainland  China,  he 
has  this  advice:  "In  North  Ameri- 
ca there  is  a  lot  of  the  rabbit 
routine  in  business— 'bang,  bang, 
and  thank  you.'  With  the  Chinese 
it  is  a  sensuous,  formal,  high- 
ly courteous  retreat-and-advance 
type  of  dance."  This  is  not  only  a 
subtle  way  of  hard  bargaining,  but 
practical  necessity.  The  state  trad- 
ing corporation  negotiators  must 
check   requirements   and   capabili- 


ties with  their  own  factory  man- 
agers and  farmers.  Hamilton  ad- 
vises that  U.S.  companies  appoint 
a  man  for  China  trade  who  is  pre- 
pared to  spend  some  time  there 
getting  to  know  the  people,  and  he 
also  suggests  that  U.S.  manufac- 
turers who  get  invited  to  exhibit  at 
the  Canton  Trade  Fair  this  April  or 
October  not  be  content  simply  to 
show  samples  of  idle  machinery: 
"Get  a  piece  out  on  a  field  and 
show  what  it  can  do." 

In  fact,  adds  Hamilton,  you  nev- 
er can  tell  who  you'll  find  farming 
in  China  these  days.  All  civil 
servants  and  persons  in  authority 
are  required  to  serve  a  period  of 
time  working  on  a  farm  or  in  a 
factory.  This  is  to  teach  the  author- 
ity humility  and  respect  for  those 
whose  work  and  lives  he  must  ad- 
minister. That  fellow  in  the  blue 
cotton  pajamas  and  broad  straw 
hat  may  one  day  be  the  big  de- 
cision-maker you  need  to  know.  ■ 
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From  the  standpoint  of  getting  your  dollars 
worth,  FundScope,  the  monthly  mutual  fund 
magazine,  compares  BUYING  COST  (sales 
commission)  with  PERFORMANCE  RESULTS 
and  comes  up  with  very  significant  data.  At  a 
glance  you  can  see  the  top  performers  for 
Growth,  for  Income,  for  Stability.  You'll  see 
exactly  how  the  5  top  No-Loads  compare  with 
the  5  top  Load  funds  for  various  significant 
periods. 

Packed  with  factual  data,  FundScope's  exclu- 
sive January  report  reveals  which  No-Loads 
are  a  "bargain"  and  which  are  "expensive." 
Learn  how  to  avoid  "hidden  costs"  and  make 
a  purchase  of  mutual  funds  a  bargain  ...  not 
false  economy. 

SPECIAL  OFFER:  (new  trial  subscribers  only). 
Send  just  $17  for  a  3-month  trial  subscription 
to  FundScope  beginning  with  the  January  No- 
Load  vs.  Load-Fund  Issue.  PLUS  — 4  big 
bonuses  including  the  484-page  April  1971 
Mutual  Fund  Guide,  the  new  Bible  of  the  fund 
industry  with  all  the  vital  information  you  need 
on  456  funds.  (GUIDE  ALONE  SELLS  FOR  $15) 

ACT  NOW:  Mail  your  $17  today,  or  if  you  prefer 
the  above  offer  with  a  money^saving  14-month 
subscription,  send  $50.00  (10  day  returnable 
guarantee).  Include  ZIP.  No  salesman  will  call. 
Not  available  on  newsstands. 

FundScope,  Dept.  F-26,  Suite  700 
1900  Avenue  of  the  Stars 
Los  Angeles,  Cal.  90067 


The  Funds 


Ifyou  have  $20,000 
in  the  stock  market, 

let  me  manage 
halfofit  for  one  year. 


¥ 


I  am  a  personal  invest- 
ment counsellor.  I  manage  other  people's 
investment  dollars.  I'd  like  to  manage  half 
of  your  portfolio  for  one  year,  then  let  you 
decide  who  ought  to  do  the  whole  job. 

Operating  in  the  market  is  a  full  time  job. 
The  market  moves  on  facts  and  emotion. 
With  and  against  economic  realities.  Indi- 
vidual stocks  in  the  market  make  their 
own  moves. 

My  organization  devotes  full  time  to 
watching  and  charting  individual  compa- 
nies. We  have  developed  wliat  we  call  the 
"Mills  Growth  Phase  Curve"  that  gives 
us  an  indication  of  which  stocks  may  pos- 
sibly do  better  than  average,  and  which 
ones  won't. 

If  you  would  like  to  know  more  about 
how  we  manage  millions  of  dollars  in 
investments,  write  for  our  free  48-page 
booklet,  "Personal  Investment  Counsel". 
Read  it.  Then  decide  if  you'll  accept  my 
challenge. 

Mansfield  Mills  Inc. 

Very  Personal  Investment  Counsel, 

7918  Ivanlme  .^venue, 

{P.O.Box35i)Dcpt   2-1-1 

La  Jolla,  California  92037. 


Affiliated's  Big  Switch 

It  is  popular  sport  on  Wall  Street 
to  belabor  the  big,  old-line  mutual 
funds  for  being  too  muscle-bound. 
Their  large  size  strictly  limits  their 
investment  maneuverability.  The 
record  of  New  York-based  Affiliat- 
ed Fund,  the  nation's  fifth  largest 
(assets:  $1.6  billion)  and  run  by 
Lord,  Abbett  &  Co.,  seems  to  bear 
out  the  charge.  In  Forbes'  latest 
Annual  Mutual  Fund  Survey 
{Aug.  15,  1971),  Affiliated  had  a 
subpar  D  rating  in  up  markets,  and 
its  B  rating  in  down  markets  wasn't 
enough  to  right  the  balance.  Since 
1969  Affiliated's  assets  are  down  by 
more  than  10%. 

Robert  S.  Driscoll,  60,  Affili- 
ated's president,  is  determined  to 
do  better.  His  solution,  while  hard- 
ly daring,  is  certainly  wholeheart- 
ed. Driscoll  has  steadily  been  elim- 
inating the  heavy  load  of  consumer 
goods  and  semces  stocks  in  his 
portfolio  during  the  past  two  years 
and  has  been  replacing  them  with 
such  cyclical  issues  as  chemicals, 
steels,  oils,  paper  companies  and 
cement  companies.  And  in  many 
cases  he  has  been  hedging  his  bets 
by  purchasing  convertible  bonds 
in  such  companies. 

Driscoll  reasons  like  this:  "We've 
only  seen  the  surface  of  what  de- 
valuation and  the  President's  tax 
program  will  do  for  these  issues." 
He  knows,  of  course,  that  industries 
like  steel  and  chemicals  are  at  the 
bottom  of  the  Forbes  profitability 
list.  "We  realized  the  move  was 
unpopular,  but  bought  them  when 
they  were  underpriced." 

Among  his  recent  large  purchas- 
es: Allied  Chemical  Corp.,  Beth- 
lehem Steel,  Pittston  Co.  and  Ideal 
Basic  Industries.  Among  the  sales: 
American  Brands,  IBM  (Affiliated 
had  $44  million  worth  in  1969), 
Upjohn  Co.,  Crane  Co.  and  Bristol- 
Myers  debentures. 

"I  think  our  position  makes  more 
sense,"  Driscoll  continues,  "if  you 
view  the  last  ten  years  as  a  period 
when  U.S.-based  companies  like 
these  were  losing  out  to  foreign 
competition,  and  if  you  consider 
that  the  new  monetary  arrange- 
ment at  last  provides  a  real  chance 
to  redress  that  imbalance." 

DriscoH's  scenario  goes  like  tliis: 
When  the  capital-intensive  indus- 
tries reach  a  position  of  overca- 
pacity   (look   at   steels,   chemicals, 


cements  last  year),  the  effort  to  cut 
back  production  is  usually  a  dras- 
tic bloodletting  and  it  becomes  un- 
profitable to  build  new  plants. 
Then  as  demand  returns,  prices  in- 
crease^faster  than  costs,  and  profits 
rise  substantially.  This  goes  on  un- 
til capacity  meets  demand  again. 
But  in  these  industries,  that  can 
take  years.  "That's  the  period  we 
like,"  says  Driscoll. 

Driscoll  also  projects  a  five-to- 
eight-year  period  of  low  interest 
rates.  In  DriscoH's  mind,  the  bene- 
ficiaries of  this  will  be  the  electric 
utilities.  So  Affiliated  recently 
placed  $50  million  more  in  utility 
company  securities  in  its  portfolio. 
"The  other  day  we  couldn't  find 
an  AA  utility  bond  for  sale  on  The 
Street,"  he  says.  "We  knew  then 
that  the  chickens  had  come  home 
to  roost." 

Affiliated  (known  as  Aces  when 
it  was  a  leverage  fund  of  the 
1930s)  has  long  liked  the  feel  of 
bonds.  Almost  10%  of  its  portfolio 
is  in  high-grade  bonds  and  de- 
bentures. Last  April  Driscoll  and 
his  three  fellow-partners  at  Lord, 
Abbett  launched  a  $120-minion 
bond  fund  and  put  it  in  speculative 
and  discount  issues.  Now  he  won- 
ders if  they  should  have  limited 
its  size. 

Lord,  Abbett  also  has  a  bal- 
anced fund,  American  Business 
Shares  (assets:  $25  million),  which 
it  began  to  push  again  two  years 
ago.  "I  think  it  could  be  a  show- 
case on  how  we'd  run  a  pension 
fund  portfolio,"  says  Driscoll.  Lord, 
Abbett  has  recently  registered  as  a 
pension  fund  adviser,  and  Driscoll 
plans  to  exploit  that  growing  in- 
vestment management  market. 

But  Driscoll  also  is  painfully 
aware  of  the  disenchantment  of 
brokers  with  the  big  funds'  gener- 
ally lackluster  performance.  This 
has  hurt  Affiliated  since  it  has  no 
retail  sales  force  and  must  rely  com- 
pletely on  broker-dealers.  "Some- 
times I  think  the  brokers  need  re- 
minding that  mutual  funds  really 
made  the  securities  business  what 
it  is  today,"  Driscoll  says. 

What  could  help  Affiliated  with 
the  broker— and  the  public— is  a 
pickup  in  its  own  performance.  If 
the  fund  turns  out  to  be  wrong  on 
its  shift  to  cyclical  stocks  and  to 
utilities,  however,  it  faces  an- 
other period  of  poor  performance, 
and  this  it  may  never  be  able  to 
live  down. 
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About  Face! 


Like  Richard  M.  Nixon,  Donald 

L.  Reifler  has  no  trouble  reversing 
himself  when  the  occasion  calls 
for  it.  Reifler,  however,  does  so 
with  far  less  style.  Reifler,  39,  is 
president  of  the  S29-million  Fund 
of  Letters.  The  F  of  L,  of  course, 
invested  in  letter  stocks;  that  is, 
stock  restricted  from  sale  through 
regular  channels. 

Because  of  the  restrictions,  the 
stock  could  be  bought  at  a  dis- 
count. And  sold,  presumably,  at  a 
nice  profit  when  the  restrictions 
were  off.  To  hear  Reifler,  letter 
stock,  properly  handled,  was  the 
hottest  thing  since  the  invention 
of  common  stock.  That  was  in 
1968  when  Reifler,  a  former  part- 
ner in  an  investment  counseling 
firm,  brought  the  fund  to  market. 

No  longer.  Reifler  is  looking  to 
take  his  fund  out  of  letter  stocks. 
As  they  become  marketable,  he 
says,  market  them  he  will  and  re- 
invest in  garden-variety  commons. 
He  has  changed  his  fund's  name  to 
the  New  America  Fund. 

Letter  stocks  were  not  kind  to 
Reifler's  stockholders.  The  fund 
came  out  at  around  $10  a  share. 
Before  a  3-for-lO  reverse  stock 
split  in  December,  its  asset  value 
was  $4.71,  but  the  shareholders 
are  worse  oft  than  that  sounds;  be- 
cause of  the  general  disenchantment 
with  things  go-go,  the  fund  sold  at 
around  $2  a  (pre-split)  share,  a 
huge    discount    from    asset    value. 

At  any  rate,  Reifler  now  sees 
the  error  of  his  foiiner  ways.  "If 
you  make  a  letter  stock  invest- 
ment," he  says,  "and  then  find  out 
that  management  is  about  to  make 
a  mistake,  there's  nothing  you  can 
do  about  it."  As  a  matter  of  fact, 
I  he  says,  at  a  time  of  impending 
trouble  management  is  doubly  un- 
likely to  take  oft  the  restrictions  on 
selling;  doing  so  would  further  de- 
press the  price  of  their  stock. 
"That,"  he  says,  "they  would  need 
like  a  hole  in  the  head." 

Hadn't  Reifler  thought  about 
these  drawbacks  when  he  was 
preaching  so  eloquently  the  virtues 
of  letter  stock  a  few  years  ago? 
If  so,  it  didn't  seem  to  inhibit  his 
enthusiasm. 

Is  it  any  wonder  a  large  part  of 
the  public  is  totally  disillusioned 
with  the  stock  market  and  with 
its  practitioners?  ■ 


Are  you  the  investor 
nobody  cares  about? 


let's  face  it. 

If  you  have  less  than  $150,000 
to  invest,  your  account  just  isn't  very 
profitable  to  many  brokers  and 
financial  advisers. 

So  they're  understandably 
tempted  to  devote  the  bulk  of  their 
time  to  bigger,  more  lucrative  accounts. 
Giving  you  what  amounts  to  short  shrift 
in  the  process. 

That  doesn't  happen  at 
Wallace  Forbes  &  Partners. 

We  specialize  in  managing 
portfolios  of  $10,000  to  $150,000. 

It's  all  we  do. 

I • ■ ■*"' 

I  Gentlemen:  Please  send 


Name- 


So  we  can  afford  to  give 
yours  the  time  and  attention  it  deserves. 

Our  approach  was 
developed  by  Wallace  Forbes,  former 
President  of  the  Forbes  Investors 
Advisory  hstitute. 

It  enables  the  investor  of 
relatively  modest  means  to  get  the 
quality  of  counsel  that  has  often  been  ■ 
unavailable  to  him  in  the  past. 

Mail  the  coupon  below  for  a 
copy  of  our  10-page  brochure. 

It's  the  first  step  in  being 
treated  like  a  big  wheel. 

Instead  of  a  third  wheel. 

1 

me  your  brochure.  | 

I 


I  Address- 

I  City 

I  State 


.ZipL. 


I  I 

Wallace  Forbes  &  Partnersjnc. 

Investment  Management 
Dept.U-16  2  West  45  St.,  New  York,  N.Y.  10036.  Tel.  661-7610 


How  to  start 

benefiting  from 

investment 

management 
with  as  little  as 

.      $5,000 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
investment  goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000-on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year  "performance  record,"and  how 
it  may  help  you  now,  simply  write  Dept.  Q-58 

THE  Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  oaiSi 

Investment  Management   .    Incorporated  1936 


INTERESTED  IN  MUTUAL  FUNDS? 

DON'T  MISS 
SPECIAL  REPORT  #  12 

GET  eye-opening  results  of 
a  21 -year  performance  analysis. 
See  why  NO-LOAD  Funds 

(No  Broker  Fee) 

are  a  wise  investment 
ALSO  receive  current  24 
page  issue  of  Growth  Fund  Guide. 

3[[  •  which  NO-LOADS 

are  leading  the  way  up 

•  Buy-Hold-Sell  advice 

•  Charts  &  Growth  Trend  Lines 

•  Relative  Strength  Report 

•  Sample  Fund  Groups 

•  Most  Desirable  Funds 
DOTH  Special  Report  #12 

&  current  24  page  issue  -REG.  $5 

NOW  ONLY  $1   (new  subscribers  only) 

Just  mail  this  ad  and  $1  to 
GROWTH  FUND  RESEARCH,  INC. 

Dept.  F-13,  P.O.  Box  2109 
San  Clemente.  Calif.  92672 
Subscription  cannot  be  assigned  without  your  consent 


I^)]flffl 


FUNDGtHI 


r//f  mvESTORS  guide  to  dynamic  growth  funds 
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-Aiummeuiq  STANDARD  &  POOR'S 

|S25  BONUS] ioltidu^duatlmmbts! 


NEW  1972  STOCK  MARKET  ENCYCLOPEDIA 


A  Uniquely  Important  Publishing  Event— The  Results  of 
Standard  &  Poor's  Multi-Million  Dollar  Research  Over 
The  Years  Into  The  Investment  Merits  of  1 ,020  Common 
Stocks  Published  In  ONE  Comprehensive,  Easy-To-Use 
1,024  Page  Reference  Volume! 


Investors  Have  Paid 

For  The  ENCYCLOPEDIA  Alone 
Now  Given  You  As 

BONUSI 


y 


Partial  Check  List 
of  Valuable  Contents 

Company's  fundamental 

position 
Products  and  services 

supplied 
Profit  picture  over  the  years 
Profit  prospects  for  the 

future 
Stocks  market  performance 

over  the  years 
How  much  profit  per  dollar 

of  sale 
Current  assets  and  current 

liabilities 
What  is  the  capitalization 
Recent  developments 

affecting  company 
Trading  volume  of  stock 
Dividend  history  and 

projection 
A  look  ahead  into  company's 

planning 
An  evaluation  o(  future 

prospects 
Standard  &  Poor's  appraisal 

01  the  stock . . . 
and  Much.  MUCH  MORE! 


Responding  to  the  greater-than-ever  need  of  in- 
vestors for  the  meaningful  FACTS  and  FIGURES 
upon  which  sound  investment  decisions  can  be 
based,  Standai-d  &  Poor's  has  created  this  author- 
itative STOCK  MARKET  ENCYCLOPEDIA - 
containing,  -we  believe,  more  significant  informa- 
tion on  a  greater  number  of  stocks  than  has  ever 
before  been  assembled  between  the  covers  of  one 
book. 

With  its  comprehensive  repoi-ts  on  1,020  widely- 
traded  stocks  — each  including  Standard  &  Poor's 
carefully  spelled  out  opinion  on  its  investment 
merits... with  its  tens  of  thousands  of  important 
investment  facts  that  answer  practically  any  ques- 
tion you  may  have  regarding  a  stock... with  its 
over  1,000  individual  stock  charts... it  is  an  in- 
valuable addition  to  your  investment  library.  Most 
important,  it  could  open  your  eyes  to  new  profit 
opportunities  —  putting  you  a  giant  stride  forward 
—  acting  on  soujid  information  before  you  buy  or 
sell  a  stock. 

We  are  so  certain  of  the  dollar  and  cents  value  of 
this  unique  ENCYCLOPEDIA  to  you,  we  want  you 
to  use  it  and  profit  from  its  use  in  conjunction  with 
a  10  weeks  $19.50  trial  of  Standard  &  Poor's  fa- 
mous weekly  Investment  Service,  The  OUTLOOK 
normally  $87  a  year— and  not  pay  us  one  additional 
penny  for  this  $25  volutnc!  Furthermore,  if  at  any 
time  during  this  period  you  feel  you  are  not  getting 
many  times  your  money's  worth  from  the  weekly 
editions  of  The  OUTLOOK,  cancel  it  and  receive  a 
prompt  refund  on  the  unused  part  of  your  sub- 
scription. The  $25  STOCK  MARKET  ENCYCLO- 
PEDIA remains  your  pi-operty  regardless!  But 
because  we  have  only  a  limited  number  of  STOCK 
MARKET  ENCYCLOPEDIAS  available,  we  urge 
you  in  your  own  interest  to  mail  the  Coupon  below 
at  once. 


A 


•  1,024  Information- 
Packed  Pages!  •  indi- 
vidual Full-Page  Reports 
on  1, 020  Stocks  — with  S&P 
Exclusive  Stock  Appraisals 
•  Over  1,000  "4-way"  Charts! 


Mail  Coupon  to  STANDARD  &  POOR'S       mv^ 

Subsidiary  of  McGraw-Hill,  Inc.  Wsffl 

345  Hudson  Street.  New  York,  N.Y.  10014    ■^'' 


Standard  &  Poor's  Corporation  .V713-^9 

.■(45  Hudson  Street.  New  York,  N.Y.  10014 

Please  enter  my  10  week  Trial  Subscription  to  the  weekly 
OUTLOOK,  and  bill  me  only  $19.50.  Include  the  $25  BONUS  .  .  . 
1972  STOCK  MARKET  ENCYCLOPEDIA  at  no  extra  cost.  If  at 
any  time  1  wish  to  cancel  my  subscription,  I  will  receive  a  pro-rata 
refund  on  the  unused  portion.  The  ENCYCLOPEDIA  is  mine  to 
keep  in  any  event.  D  Check  enclosed.  D  B'H  me  later. 


NAMF 

Ar)nRr<;<; 

CITY 

ST*TF                                                      7IP 

nt   of  this  aui-ccnient   without   subscriber's  consent. 

The  Forbes  Index 


preliminary 


Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering' 
(Dept  ol  Commerce  latest  three  months  new 
orders  ol  durabiegoods  related  to  inventories) 

•  How  intensively  are  we  building'  (Dept.  ot 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debf  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services'  (Dept.  of  Commerce 


NOV 103.8 

DEC 105.6 

JAN 106.8 

FEB 108.1 

MAR 109.8 

APR 111.3 

MAY    112.1 

JUNE  112.8 

JULY  113.9 

AUG 115.2 

SEPT 116.2 

OCT.    116.2 

NOV 117.1 

DEC.  (Prel.)     117.6 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ol  Labor  initial  unemployment  claims) 


lnd*A  Htristd:  Consumer  intfollmani  debt  plus  a  1967  bo5e  period  for  oil  componenli. 


MARKET  COMMENT 

By  L  0.  Hooper 


Deflation  Is  Dead— Now 


Since  the  first  days  of  the  Nixon  Ad- 
ministration the  big  worry  of  the 
stock  market  has  been  the  fear  of  de- 
flation. The  first  game  plan  was  re- 
versed only  after  the  liquidity  crisis 
of  May  1970.  It  accomplished  plenty 
of  deflation  in  the  stock  market  and 
carried  interest  rates  on  high  grade 
bonds  as  high  as  9)4%.  It  contributed 
to  the  financial  difficulties  of  some 
large  Wall  Street  firms.  But  it  did 
not  make  any  dent  in  the  cost  of  liv- 
ing or  commodity  prices.  Abandon- 
ment of  tight  and  expensive  money 
made  possible  a  late  1970  and  early 
1971  rally  that  allowed  the  Dow 
Jones  industrials  to  get  back  within 
sight  of  tlie  old  bull  market  top  of 
1001,  but  not  quite  up  to  it. 

The  squawks  about  inflation,  and 
especially  the  deterioration  in  the  po- 
sition of  the  dollar,  caused  a  real  cri- 
sis in  midsummer  of  1971.  To  meet 
it,  the  Administration  reversed  itself 
and  made  a  gesture  toward  accept- 
ing the  remedy  advocated  by  the  op- 
position, namely  wage  and  price  con- 
trols—a 90-day  freeze.  This  caused  a' 
bulge  in  stock  prices  that  lasted  a 
week  or  two;  but  it  was  quickly  fol- 

Mr.   Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  W.  E.  Hutton  &  Co. 


lowed  by  renewed  selling  of  a  non- 
confidence  nature. 

At  the  end  of  the  90-day  freeze 
came  Phase  2,  selective  price  and 
wage  controls  which  are  proving 
about  as  effective  as  a  sieve.  Then 
the  DJI  advanced  more  than  100 
pofnts  before  the  end  of  the  year 
from  the  Nov.  23  lows.  That  advance 
was  largely  technical,  but,  in  review, 
the  market's  intuition  was  saying 
something,  namely  that  Phase  2  is 
more  inflationary  than  deflationary. 

I  don't  want  to  jump  the  gun,  but 
I  suspect  that  before  the  election  price 
and  wage  controls  will  be  entirely 
abandoned  to  get  out  of  the  mess, 
and  that  someone  in  Washington  will 
say  they  are  abandoned  because  they 
have  accomplished  their  purpose.  Re- 
member that  someone  was  "proud  to 
announce"  devaluation  of  the  dollar. 

This  is  an  election  year.  An  ad- 
ministration which  has  lacked  the 
nerve  to  follow  through  with  addi- 
tional attacks  on  inflation  in  other- 
than-election  years  as  soon  as  anti- 
deflation  began  to  hurt  (and  no  de- 
flation can  be  eftective  unless  it  hurts 
and  hurts  and  hurts)  is  unlikely  to  do 
anything  effective  with  a  national 
poll  pending  which  puts  its  life  right 


on  the  line.  There's  only  one  deduc- 
tion that  can  be  made:  For  the  time 
being,  deflation  is  dead.  And,  if  de- 
flation is  dead  right  now,  you  can 
count  on  there  being  more  inflation. 
Inflation  will  probably  try  to  make 
up  for  the  time  lost  since  1970. 

Labor  is  cooperating  with  inflation 
in  a  big  way.  Look  at  the  approved 
coal  settlement,  the  unfreezing  of  fro- 
zen retroactive  raises,  the  unsettled 
dock  strikes,  the  demands  of  the  New 
York  City  transit  workers  and  a  host 
of  other  similar  indications.  Prices 
can't  be  kept  down  if  costs  are  al- 
lowed to  go  up— and  prices  are  being 
allowed  to  go  up. 

Fun  and  Frustration 

I  don't  know  the  longer-term  im- 
plications of  aU  this,  but  I  think  I  do 
know  the  stock  market  implications 
over  the  near-term.  Any  technical  re- 
tracement  in  the  DJI  early  this  year 
will  not  be  great  enough  to  get  prices 
back  into  the  area  where  they  stood 
when  the  late  November-December 
106  point  rally  started.  The  old  Nov. 
23  bottom  was  about  791,  or  just  at 
the  top  of  a  very  important  "demand 
area"  of  around  740-790,  frequently 
mentioned  in  this  column.  So  don't 
count  on  being  able  to  buy  "repre- 
sentative" stocks  during  the  first 
months  of  1972  as  low  as  during  No- 
vember of  1971. 

This,  of  course,  does  not  rule  out 
the  probability  of  stocks  receding 
somewhat  from  the  recent  top.  In- 
deed, a  cancellation  of  about  50%  of 
the  sharp  technical  rally  of  late  last 
year  would  be  a  reasonable  possibili- 
ty—especially since  we  had  sort  of  a 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 

NEW  ERA 
FUNDING 

Objective:  Capital  Appreciation. 

The  Fund  will  seek  long-term  capi- 
tal growth  by  investing  in  com- 
panies operating  in  areas  believed 
to  be  promising. 

NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

For  free  prospectus  write  or  call:  |^ 

Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Dept.  A6 
Baltimore,  Maryland  21201  (301)  539-1992 


Name. 


Address- 
City 


.State- 


Zip  Code- 


AGING 

SCOTCH  WHISKY 

IN  THE  FORIVI  OF  A 
REGISTERED      S.E.C.      INVESTIVIENT      CON- 
TRACT MAY  PRODUCE  INCOME  TAXABLE  AS 

CAPITAL  GAINS 

JAN.   1972  SELLING  PRICES 

1964  FALL  GRAIN $1.22  per  gallon 

1963  FALL  GRAIN $1.57  per  gallon 
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temporary  climax  ot  optimism  and 
good  news  at  the  turn  of  the  year. 
When  bulHshness  becomes  as  strong 
as  it  was  at  New  Year's,  the  immediate 
consensus  is  hkely  to  be  wrong. 

Essentially,  I  must  doubt  whether 
more  inflation  at  this  time  would  be 
as  proprofits  as  the  stock  market  is 
likely  to  assume.  It  is  harder  and  hard- 
er to  control  costs  and  overhead,  and 
the  tender  confidence  factor  may  be 
vulnerable.  This  is  why  I  stick  to  my 
year-end  forecast  about  the  1972 
market.  It  will  be  contending  with 
more  unresolved  uncertainties  than 
have  confronted  investors  in  any  year 
of  my  long  experience.  The  result  is 
likely  to  be  a  series  of  often  unex- 
pected violent  ups  and  downs  rather 
than  a  smooth  trend— alternate  fun 
and  frustration.  It  should  be  a  good 
year  for  volume  on  the  stock  ex- 
changes, but  a  year  in  which  it  is  eas- 
ier to  make  money  than  to  keep  it. 

The  bulls,  of  course,  are  counting 
heavily  on  increased  foreign  demand 
for  American  stocks.  The  argument 
is  that  the  Germans,  the  French,  the 
Japanese,  the  Itahans,  the  Swiss,  the 
British  and  the  Dutch  have  plenty  of 
money  (including  American  dollars) 
and  are  more  willing  to  spend  it  here 
(where  their  currency  goes  further 
than  at  home)  than  in  investing  in 
their  own  economies.  It  sounds  good, 
but  I  suspect  that  these  people  are 
more  willing  to  speculate  in  America 
than  to  make  commitments. 

There  really  are  two  more  or  less 
distinct  types  of  overseas  investor. 
One  type  regards  America  as  a  place 
to  put  highly  venturesome  capital  in 
highly  speculative  fast-moving  issues, 
and  to  make  American  securities  the 
performance  part  of  portfolios.  The 
other  type  is  the  investor  who  buys 
the  blue  chips  as  a  solid  overall  in- 
vestment in  the  American  economy. 
So  far  the  venturesome  type  seems  to 
be  more  active  than  the  solid  type. 
This  is  something  to  be  watched. 

SHck  to  Value 

While  at  a  time  like  this  individual 
values  may  not  seem  as  important  as 
passing  vogues,  in  the  long  run  (al- 
lowing for  disasters  as  well  as  ten- 
strikes)  those  who  stick  to  values 
usually  come  out  ahead,  as  they  have 
this  past  year  in  a  stock  like  Federal 
National  Mortgage  (98),  or  a  stock 
like  Sears,  Roebuck  (102).  The  area 
in  which  I  find  the  best  values  right 
now  is  the  international  oils.  The  good 
ones  like  Standard  Oil  of  Nctv  Jerscti 
(74),  Standard  Oil  of  California  (56)", 
Mobil  Oil  (54),  Gulf  Oil  (27)  and 
Texaco  (34)  are  selling  to  yield  4%  to 
5li%  and  at  9M  to  12)2  times  earnings. 
Two  food  stocks,  Heinz  (41)  and 
Kraftco  (46),  look  too  low  in  relation 
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to  their  quality,  their  earnings  and 
their  prospects.  If  all  we  hear  about 
lower  imports,  lower  costs  and  better 
prices  for  steel  is  true,  Bethlehem 
Steel  (30),  Armco  Steel  (21)  and  Na- 
tiorml  Steel  (45),  which  I  regard  as 
the  three  "best  ones,"  should  be  prof- 
itable investments.  Some  think  Beth- 
lehem'will  earn  $4  a  share  this  year, 
and  if  it  does,  the  dividend  will 
probably  be  increased. 
'  In  theory,  of  course,  the  natural  re- 
source companies  are  the  right  things 
to  own  in  an  inflationary  economy. 
These  include  the  oils,  perhaps  with 
some  emphasis  on  the  Canadians 
like  Bow  Valley  (29) ,  Imperial  Oil  (32) 
and  Dome  Petroleum  ( 34 ) ,  as  well  as 
the  internationals.  Also,  the  coppers, 
especially  Texas  Gulf  (15)  with  so 
many  different  irons  in  the  metal,  oil 
and  raw  materials  fire;  Phelps  Dodge 
(37);  and  obviously  poor,  depressed, 
problem-ridden  Anaconda  (15).  Also, 
most  of  the  better  land  companies  of 
the  General  Development  (26),  Mc- 
Culloch  Oil  (28),  Horizons  (44)  and 
Arizona-Colorado  Land  &  Cattle  ( 14 ) 
type.  McCulloch  Oil,  by  the  way,  has 
been  making  fast  progress  building 
up  oil  earnings;  and  its  land  sales  in 
late  months  (now  more  than  half 
from  projects  other  than  Lake  Ha- 
vasu)  have  been  running  almost  dou- 
ble a  year  ago.  Depressed  Castle  & 
Cooke  (16),  which  had  everything 
against  it  last  year,  is  quite  a  poten- 
tial land  development  company  in  ad- 
dition to  being  a  leader  in  tuna,  sal- 
mon, pineapples  and  other  things. 

I  don't  include  the  golds,  because 
I  think  most  are  already  discounting 
everything  that  is  likely  to  happen 
to  the  price  of  the  precious  metals. 
Perhaps  the  aluminums  have  discount- 
ed everything  bad  now.  Here  my  fa- 
vorite is  Alcan  (18). 

The  political  inevitabilities  of  so 
much  unemployment  distress  among 
aerospace  engineers  should  not  be 
overlooked.  In  an  election  year  it  is  a 
pretty  good  bet  that  aerospace  re- 
search appropriations  are  going  to  be 
sharply  increased.  This  might  help 
a  company  like  North  American  Rock- 
well (29),  a  semiconglomerate  which 
has  been  going  ahead  anyway.  Even 
Lockheed  (10)  a.nd  General  Dynamics 
(21)  may  not  be  neglected,  and  per- 
haps United  Aircraft  (29),  which  re- 
vised its  per-share  earnings  estimates 
downward  so  many  times  last  year, 
may  come  on  better  times.  Boeing 
(19)  probably  has  more  unemployed 
engineers  than  any  of  them,  and  if 
engineers  are  to  be  helped,  Boeing's 
earnings  might  recover. 

All  this  is  intended  to  be  suggestive 
rather  than  "tippish."  The  import  of 
this  column  is  that  there  ain't  going 
to  be  any  more  deflation  now.  ■ 
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Am  Express  Fds 
American  Inv 
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Axe-Houghton  Fds 
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Real  Estate  Investment  Trusts 

United  has  made  a  timely  analysis  of 
this  field  —  its  potentials  and  its 
problems.  United  now  provides  you  with 
a  statistical  profile  of  20  leading  REIT's 
and  gives  you  a  specific  analysis  and 
action  advice  on  these  6  leaders: 
Chase  Man  Mrtg         Lomas  &  Nettleton 
Con'l  Mort  Inv  Mrtg  Tr  Am 

First  Mortg  Inv  No.  Am  Mrtg 
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Retirement 
now 

If  you're  thinking  about  easing  off,  or 
you've  already  started  to,  you  might  be 
particularly  interested  in  this  Report. 
United  has  picked  an  8  issue  portfolio 
designed  to  yield  a  $300  per  month 
income  now.  We  think  these  issues  give 
you  an  opportunity  for  higher  income 
and  gain,  too,  with  reasonable  safety. 

Retirement 
later 

United  has  selected  an  8  issue  portfolio 
we  believe  has  a  better  than  average 
growth  potential.  Most  of  the  companies 
in  this  program  have  grown  faster  than 
the  economy  over  the  past  decade,  and 
more  importantly,  stand  a  good  chance 
of  doing  so  in  the  '70's,  in  United's 
opinion. 


Plus  a 
full  4 -week 
Guest 

Subscription 
to  United 
Reports 

Here's  just  part  of  what  you 
get  with  your  subscription 

•  Stock  Market  Analysis  and 
specific  recommendations 

•  General  Business  Forecast 

•  United's  Supervised  List 

•  Buying  advices  of  other 
services 

•  Bonds  and  Preferred  Stocks 

•  Stocks  to  sell  or  avoid 

•  New  Product  studies 

•  Views  of  leading  authorities 


4  weeks  of  United  Reports  alone  is  a  $7  value.  This  entire  package  only  $2, 


U]\ITEr>  Businiess  &  Investment  SERVICE 

210  Newbury  Street,  Boston,  Mass.  0211 6 

Mail  postpaid  Airmail  card  today.  Send  no  money  ...  we  will  bill  you. 
If  the  card  has  already  been  removed,  simply  drop  us  a  postcard  to  Dept.  FM-1 


I 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Confidence  Returning 


It  was  not  exactly  a  blaze  of  glory, 
but  the  old  year  ended  in  a  strong 
upbeat.  Most  people  began  to  feel 
pretty  good  about  1972,  and  the  stock 
market  enjoyed  an  impressive  year- 
end  rally.  The  year  1971  won't  go 
down  in  the  record  books  as  a  par- 
ticularly good  year,  because  it  wasn't. 
But  there  were  real  and  substantial 
gains  which  make  me  believe  that 
the  incoming  year  will  be  a  better 
one,  and  it  could  turn  out  to  be  a 
very  good  one. 

Only  a  couple  of  months  ago  the 
gloom  was  really  thick— in  W^all 
Street  and  all  over  the  country.  Ev- 
eiyone  looked  at  the  negative  aspects 
and  ignored  the  positive.  For  in- 
stance, one  can  look  at  unemployment 
figures,  both  in  numbers  and  percent- 
ages, anc!  conclude  that  something 
must  be  terribly  wrong  with  our  eco- 
nomic system  to  permit  the  waste  of 
so  much  manpower.  But  then  you  ex- 
amine the  employment  statistics,  s 
was  done  in  a  brilliant  Wall  Street 
Journal  article  some  weeks  ago,  and 
you  realize  the  fabulous  job  done  by 
this  supposedly  decrepit  system  'n 
creating  more  and  more  jo-.s,  year  af- 
ter year,  an  increase  of  over  16  mil- 
lion since  1960.  Yes,  there  is  more  un- 
employment now  than  in  the  mid-to- 
late  Sixties,  but  that  is  because  far 
fewer  people  are  now  engaged  in  the 
basically  unproductive  task  of  either 
waging  war  or  producing  for  war. 
Isn't  that  what  the  critics  want?  To 
rearrange  our  priorities?  It  seems  that 
we  are  doing  just  that  and  have  been 
quite  successful,  too. 

We  have  learned  to  live  with 
Phase  2.  Everyone  agiees  that  it  is  a 
damn  nuisance,  and  Nixon  would  be 
the  first  to  agree  because  he  never 
wanted  wage  and  price  controls  in 
the  first  place.  However,  it  will,  at 
least  temporarily,  slow  down  the  vi- 
cious spiral  of  rising  wages  and  rising 
prices  (or  vice  versa,  depending  on 
one's  point  of  view).  Phase  2  should 
not  be  greatly  detrimental  to  a  fair 
growth  in  corporate  profits  this  year. 
Nor  will  it  discriminate  against  the 
working  man;  he,  too,  will  enjo\  the 
benefits  of  increased  take-home  pay. 

The  President  also  managed  to 
turn  defeat  into  victory  by  claiming 

Mr.  Biel  is  i  senior  vice  president  of  the  Now  York 
Stocli  Exchange  firm  of  Havenfield  Corp. 


that  the  dollar  devaluation  in  relation 
to  gold,  and  the  revaluation  of  the 
most  important  foreign  currencies 
against  the  dollar  were  "the  most  sig- 
nificant monetary  agreements  in  the 
history  of  the  world."  Sure,  this  is  a 
vast  exaggeration,  and  the  collapse 
of  the  dollar  is  no  page  of  glory  in  the 
annals  of  American  economic  history, 
but  the  whole  thing  was  handled  ex- 
pertly. I  do  not  disagree  with  my 
Swiss  friends  who  told  me  as  long  as 
four  months  ago  that  the  dollar  can 
and  will  once  again  become  the 
world's  hardest  currency,  unless  we 
handle  our  affairs  very  stupidly. 
Against  this  we  have  no  insurance. 

Green  Light  for  the  Economy 

Even  before  people  changed  their 
glasses  from  dark  to  rosy,  and  long 
before  the  so-called  Smithsonian 
Agreement  was  reached,  the  econo- 
mists had  been  telling  us  that  1972 
looks  good— to  be  brief,  a  6%  or  so  in- 
crease in  the  real  (ex-inflation)  gross 
national  product.  Although  official 
statistics  are  not  available  at  this  time, 
preliminary  reports  indicate  that 
Christmas  business  ranged  from  good 
to  excellent.  The  consumer,  on  whose 
attitude  so  much  depends,  seems  to 
have  regained  confidence  in  the  future. 

The  stock  market,  supersensitive  as 
it  is  to  "confidence,"  has  been  reflect- 
ing the  improvement  in  sentiment 
since  Thanksgiving.  As  I  have  said 
many  times  before  in  this  column, 
there  is  no  such  thing  as  an  absolute 
\alue  for  a  stock  (or  just  about  any- 
thing else)  and  one  cannot  prove 
that  General  Motors  stock  is  "worth" 
$65  or  $100.  What  you  think  of  the 
future  will  make  you  decide  whether 
you  buy  or  sell  GM  at  $80.  Despite  the 
advance  of  recent  weeks,  1  believe  we 
are  still  in  an  early  stage  of  a  stock 
investor's  improving  sentiment. 

There  is  always,  or  almost  always, 
a  good  reason  for  a  stock  to  decline 
and  to  perform  worse  than  the  mar- 
ket in  general.  We  know  ver\'  well 
what  is  bothering  Anaconda,  for  ex- 
ample. At  the  same  time,  of  course,  it 
is  tempting  to  pick  up  stocks  which 
have  inherent  merit,  but  which  ha\e 
"problems."  If  we  knew  the  eventual 
answer  to  these  problems,  such  stocks 
would  not  be  selling  where  they  are. 
Their  price  would  either  be  higher  or 


lower,   depending  on   a  multitude  of 
unpredictable  circumstances. 

Perhaps  the  best  way  to  "play"  the 
bargain  counter,  particularly  after  the 
beating  these  stocks  have  been  taking 
during  the  tax-selling  season,  is  to  buy 
an  assortment  of  such  stocks,  hoping , 
that  the  failure  of  some  will  be  more 
than  offset  by  a  sparkling  recovery  of 
others.  This  is  obviously  speculating 
rather  than  investing,  but  what  is 
wrong  with  speculating,  so  long  as 
-you  can  afford  it?  How  about  a  com- 
bination of:  Alcan  Aluminum  (18  at 
present  vs.  a  high  of  58),  American 
Smelting  (20  vs.  49),  Arinco  Steel 
(21  vs.  40),  Boise  Cascade  (18  vs. 
80),  Lockheed  (10  vs.  73),  NL  In- 
dustries (14  vs.  69),  Occidental  Pe- 
troleum (11  vs.  55),  Texas  Gulf  Sul- 
phur (15  vs.  53),  Twentieth  Cen- 
tury-Fox (11  vs.  41),  to  mention  just 
a  few.  Don't  try  too  much  master- 
minding. Just  avoid  the  near-hopeless 
duds,  like  Penn  Central.  I  believe  the 
best  approach  is  a  package  deal,  the 
shotgun  rather  than  the  rifle. 

One  industry  which  has  gone 
through  a  severe  bear  market  and  ma- 
jor adjustment  problems  is  aerospace. 
But  this  group  seems  to  be  ready  to 
tuiTi,  and  the  stocks  show  signs  of 
perking.  Obviously,  one  cannot  com- 
pare a  Coca-Cola  or  Merck  with  a 
Boeing,  for  instance.  As  investment 
vehicles  they  have  nothing  in  com- 
mon. But  that  does  not  mean  that 
there  are  not  times  when  you  have  a 
far  better  opportunity  for  profit  in 
one  than  the  other.  As  a  speculation, 
Boeing  appeals  to  me,  but  if  this  one 
is  too  speculative,  my  choice  would 
be  North  American  Rockwell. 

An  Exceptional  Record 

Petrie  Stores  (56),  a  recent  new- 
comer to  the  Big  Board,  operates  a 
chain  of  some  220  women's  specialty 
stores,  a  rather  mundane  and  highly 
competitive  business.  Petrie  has  been 
exceptionally  successful  in  this  field. 
Its  growth  is  astounding,  with  sales 
more  than  quadrupling  since  1963. 
Unlike  many  other  rapid  growth  com- 
panies, Petrie's  profit  margin  did  not 
decline  during  the  years  of  expan- 
sion, but  improved  markedly  year  af- 
ter year.  This  fiscal  year's  earnings 
of  better  than  $1.50  a  share  will  be 
the  equivalent  of  an  after-tax  profit  of 
7.5%  on  sales,  a  margin  that  is  al- 
most unheard  of  in  the  retail  trade. 

Petrie's  financial  position  is  equal- 
ly impressive.  Nothing,  neither  debt 
nor  preferred  stock,  precedes  the  7 
million  common  shares.  The  latest  bal- 
ance sheet  shows  cash  items  alone 
amounting  to  3.3  times  total  current 
liabilities.  The  stock,  of  course,  is  any- 
thing but  cheap.  But  there  is  a  good 
reason  for  that.  ■ 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Which  Areas  For  1972? 


Market  msTORY  points  up  three  sig- 
nificant considerations  which  have 
practical  apphcation  for  today  and 
tomorrow:  1)  In  contrast  to  past  years 
when  portfoho  changes  were  made  on 
an  all-stocks  or  all-cash  basis,  the  pro- 
fessional investor  appears  to  be  pursu- 
ing an  almost  "all  weather"  in- 
vestment policy.  2)  Contrary  to  pop- 
ular impressions,  the  best-performing 
groups  of  a  given  year  are  more  likely 
to  be  found  in  the  seemingly  color- 
less, rather  than  exotic,  areas  of  the 
economy.  3)  Styles  in  securities 
change  annually,  which  means  the 
best-performing  groups  of  1971  are 
not  likely  to  repeat  their  relative 
showing  in  1972. 

In  other  words,  I  doubt  that  last 
year's  highflyers  will  be  on  the  1972 
stock  market  hit  parade.  For  one 
thing,  the  security-buying  public 
spent  all  or  the  better  part  of  the 
year  recognizing  the  pluses  that  made 
for  abo\e-a\erage  performances  in 
1971.  Secondly,  whether  it  be  the  in- 
dividual or  institutional  investor,  pi-u- 
dent  strategy  dictates  establishing  a 
profits  reserve  early  in  every  new  year. 
Furthermore,  it  seems  to  me  that  this 
year's  interest  will  focus  on  the  per- 
haps more  natural  beneficiaries  of  the 
business  upturn  (such  as  machinery, 
paper,  steel),  an  upturn  which  is 
necessary  for  the  entire  market's  well- 
being.  Or  industries  emerging  from 
private  depressions  (such  as  aircraft, 
oils,  textiles,  etc.)  will  get  investors' 
attention. 

Brighter  Prospects 

All  of  which  raises  the  obvious 
question  of  whether  the  overall  en- 
vironment will  permit  1972  to  be  a 
more  classical  year  in  terms  of  issue 
preferences.  I  think  it  will  be  a  less 
tr\'ing,  less  fitful  year.  Bear  in  mind 
these  two  constructive  considerations: 
1)  With  corporate  liquidity  improved 
and  1972  corporate  cash  flow  likely 
to  be  higher,  new  bond  and  stock 
financing  should  decline,  thus  improv- 
ing the  market's  supply-demand  equa- 
tion. 2)  Not  only  is  1971  proof  of  the 
fact  that  the  stock  market  seldom,  if 
ever,  runs  out  of  money,  but  currency 
revaluation  has  unleashed  a  massive 
flow  of  international  investment  dol- 
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lars  and  our  own  institutional  demand 
is  growing.  In  short,  it  seems  to  me 
that  1972  will  be  a  year  that  is  more 
likely  to  exceed  today's  subdued  ex- 
pectations than  fail  to  meet  its  goals. 

For  one  thing,  slow  as  it  has  been 
up  to  now,  there  is  clear  evidence  of 
a  business  recovery.  Color  TV  set  sales 
will  be  an  all-time  record  in  1971; 
factory  employment  is  inching  up;  in 
relation  to  sales,  new  car  inventories 
are  the  second  lowest  in  the  past  six 
years;  department  store  sales  are  ex- 
cellent. Whether  measured  by  esti- 
mated savings  or  the  ratio  of  con- 
sumer debt  to  personal  income,  con- 
sumer liquidity  is  high;  the  annual 
rate  of  industry's  capital  spending  is 
expected  to  increase  almost  10%  be- 
tween the  third  quarter  of  1971  and 
the  second  quarter  of  1972,  etc.  In  a 
sense,  the  one  thing  that  has  been 
missing  up  to  now  has  been  the  cor- 
porate inventory  accumulation  which 
was  an  important  recovery  stimulus  in 
pre\ious  upturns.  But  the  latest  sur- 
veys point  to  an  important  increase 
in  inventories  this  year,  after  a  net 
decline  in  the  first  nine  months  of  last 
year.  Thus,  I  think  business  and  earn- 
ings will  be  better  in  the  first  half  of 
1972  than  in  the  second  half  of  1971, 
and  that  the  momentum  will  increase 
as  the  year  progresses. 

What  I'm  trying  to  say  is  that  there 
was  an  element  of  overreaction  in  past 
mont*lis  to  the  negative  potentials  that 
always  exist  but  which  are  perhaps 
particularly  acute  today.  Illustrative 
of  the  point:  fear  of  the  profits  impact 
of  the  wage-price  guidelines  overlooks 
two  significant  considerations.  1)  Not 
only  is  labor  productivity  increasing 
and  1972  a  light  year  in  terms  of  con- 
tract negotiations,  but  the  large  farm 
crops  should  slow  the  rise  in  consumer 
prices  and  thus  be  a  factor  in  next 
year's  wage  settlements.  2)  1  there- 
fore expect  the  rate  of  price  inflation 
to  continue  to  decline  in  1972,  a  fac- 
tor which  would  have  a  beneficial  ef- 
fect not  just  on  bond  prices  ( for  yields 
reflect  changes  in  the  consumer  buy- 
ing index)  but  stock  prices,  too. 

One  last  thought:  Bull  and  bear 
swings  tend  to  exceed  popular  expec- 
tations—hke  little  girls,  who,  when 
they  are  good  are  very  good;  but 
when  they  are  bad  they  are  horrid. 
This  could  be  a  vintage  year.  ■ 
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Canadian  Pacific 
Limited 

(Formerly  Canadian  Pacific 
Railway  Company) 

DIVIDEND  NOTICE 

At  a  Meeting  of  the  Board  of  Directors 
held  today,  a  final  dividend  of  Thirty- 
Four  Cents  (34c;)  per  share  on  the 
outstanding  $5.00  par  value  Ordinary 
Capital  Stock  was  declared  in  respect 
of  the  year  1971,  of  which  a  total  of 
Nineteen  Cents  (190)  per  share  is  the 
proceeds  of  dividends  comprising 
Seventeen  Cents  (17c)  per  share  from 
Canadian  Pacific  Investments  Limited, 
and  Two  Cents  (20)  per  share  from 
Canadian  Pacific  Air  Lines,  Limited, 
payable  in  Canadian  funds  on  Janu- 
ary 28.  1972,  to  Shareholders  of  re- 
cord as  at  the  close  of  business  on 
December  28,  1971. 

By  order  of  the  Board. 

T.  F.  TURNER, 
Secretary. 
Montreal,  December  13, 1971. 


BUSINESS  IN  MAINE 

Persons  and  firms  desiring  to 
develop  business  interests  in  the 
State  of  Maine  should  contact 
Maine's  only  full-service  business 
development  company. 

Visits  at  our  offices  by  appoint- 
ment only  please. 

—  Descriptive  folder  on  request  — 

Gorham  International  Inc. 
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Est.  1956 
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FIMNCIAL  WORLD 

Uncovering  sound  stock  values  for  70 
years.  $6  tax-deductible  Trial  Offer 
gives  you  all  this:  12  weekly  issues; 
3  monthly  supplements  of  "Independ- 
ent Appraisals";  Advice-by-Mail 
Privilege  each  week;  Bonus  $2.75 
Twelve  Year  Stock  Record  Book. 
Send  payment  to  Financial  World, 
Dept.  FB-n5,  17  Battery  Place, 
N.Y.  10004.  Money  back  guarantee. 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


Potential  Dynamite^ 


One  week  before  Christmas  1971,  the 
U.S.  and  the  other  nine  major  trading 
nations  of  the  noncommunist  world 
agreed  on  a  fresh  alignment  of  values 
among  their  respective  currencies,  a 
new  deal  that  produced  an  effective 
12%  devaluation  of  the  dollar.  Of 
course,  the  fact  itself  is  no  longer 
news,  but  its  implications  for  the  year 
ahead  in  the  stock  market  are  still 
worth  talking  about,  more  so  be- 
cause, I  suspect,  they  are  not  being 
fully  appreciated. 

Many  economists  are  convinced 
that  the  dollar's  devaluation,  which 
was  somewhat  deeper  than  they  had 
hoped  for,  can  scarcely  help  but  make 
a  material  contribution  to  the  current 
recovery  of  the  American  economy, 
and  I  can  see  no  reason  to  quarrel 
with  this  view.  At  bottom,  after  all, 
tlie  deal  worked  out  in  Washington 
not  quite  four  weeks  ago  means  that 
our  nine  biggest  trading  partners  will 
forego  some  of  their  own  economic 
growth  in  favor  of  ours,  obviously 
not  from  a  sense  of  altruism  but  on 
the  assumption  that,  in  the  long  run, 
an  expanding  American  economy  is 
better  for  the  world  than  a  stagnant 
or  contracting  one. 

Money  from  Abroad 

To  me,  as  a  technically  oriented 
stock  market  analyst,  this  means  that 
foreign  investors  are  virtually  bound 
to  find  American  common  stocks  more 
attractive  this  year  than  their  home- 
grown equities.  Therefore,  they 
should  sensibly  pour  large  quantities 
of  money  into  the  American  stock 
market,  possibly  more  than  ever  be- 
cause the  volume  of  dollars  held 
abroad  at  the  time  of  devaluation  had 
risen  to  a  stunning  record  total  ex- 
ceeding $60  billion. 

There  can  be  no  doubt  that  some 
substantial  portion  of  these  billions 
will  come  home,  now  that  the  price 
relationship  between  the  dollar  and 
other  major  currencies  has  been  sta- 
bilized within  known  and  acceptable 
limits.  The  12?  devaluation,  accord- 
ing to  some  estimates,  should  improve 
our  balance  of  payments  by  about  $8 
billion  a  year.  If  so,  crudely  speaking, 
the  volume  of  foreign-owned  dollars 
should  be  reduced,  through  repatria- 
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tion,  by  a  similar  amount  in  1972. 
Some  observers  guess  that  as  many 
as  20  billion  foreign-held  dollars  might 
return  to  the  U.S.,  seeking  employ- 
ment in  trade,  at  interest,  or  in  search 
of  capital  appreciation. 

There  is,  of  course,  no  way  of 
knowing  exactly  how  much  of  this  re- 
turn flow  will  go  into  the  stock  mar- 
ket. But  the  overall  available  total  is 
so  huge— as  already  noted,  it's  with- 
out precedent— and  the  incentives 
seem  so  obvious,  that  I  feel  safe  in 
estimating  that  foreign  investors  will 
spend  more  for  American  common 
stocks  this  year  than  they  did  in  1968, 
when  they  were  net  buyers  to  the 
tune  of  a  record  $2  billion.  Indeed,  it 
seems  by  no  means  unreasonable  to 
assume  that  foreigners'  net  stock  pur- 
chases in  1972  could  be  at  least  $2 
billion  greater  than  in  1971  (when 
they  totaled  some  $330  million  for  the 
first  nine  months). 

A  $2-Bi//ion  Difference 

Now,  considering  that  the  market 
value  of  all  outstanding  American 
common  shares  probably  adds  up  to 
almost  $900  billion,  $2  billion  one 
way  or  the  other  may  strike  you  as 
chicken  feed.  But  only  a  small  per- 
centage of  this  $900  billion  changes 
hands  in  any  one  year.  In  1970,  for 
example,  individual  (noninstitutional) 
investors  sold  about  $5  billion  worth 
of  stock  on  balance.  That  year,  net 
new  stock  issues  offered  by  corpora- 
tions wanting  additional  equity  capital 
totaled  $6.8  billion.  Tims  in  1970  the 
total  effective  supply  of  common 
stock  came  to  $11.8  billion.  This  was 
absorbed  by  institutional  investors' 
net  purchases  aggregating  over  $11.1 
billion  and  foreign  investors'  net  pur- 
chases of  about  $700  million  (mak- 
ing total  demand  of  $11.8  billion). 
In  1971,  at  a  rough  preliminary  guess, 
I  would  place  indi\iduals'  net  selling 
at  about  $7  billion  and  net  new  stock 
issues  at  about  $12.5  iiillion,  for  a  to- 
tal supply  of  about  SI 9. ,5  billion,  with 
institutional  net  purchases  at  over 
$19  billion  and  a  few  hundred  million 
dollars'  worth  of  net  buying  from 
abroad  to  balance  the  equation  on  the 
demand  side. 

What  I'm  getting  at  is  that  we  are 
really  dealing  with  a  market  whose 
supply-demand  structure  involves  only 

FORBES,    JArrjARY    15,    1972 


I    \ 


Forbes 


Index  of  Advertisers— January  15,  1972 

-  _  Indicated  below  are  those  general  advertisers  who  will  make  additional  informa- 
tion or  annual  reports  available  to  Forbes  readers  as  stated  in  their  advertisements 
on  the  pages  noted.  Advertisers  designated  with  an  asterisk  -■':-  will  provide  informa- 
tion (not  annual  reports)  only  to  those  who  write  directly  on  company  letterhead. 


ABRAHAM    &   COMPANY     51 

Agency:  Albert  FrankGuenther  Law. 
Inc. 


ACCRUED   EQUITIES,    INC 46 

Agency:    Byrde.  Richard  &  Pound,  Inc. 

D    AMSTERDAM  COMPANY 

(The  Gallery  Division)    23 

Agency:   Fairfax,  Inc.  Advertising 


KNOXVILLE  CHAMBER 

OF   COMMERCE       

Agency:   Hogan-Rose  &  Co.,  Inc. 


LOS  WIGWAM   WEAVERS    52 

Agency:   Dunshee  and  Company 

CI    MELIA  HOTELS  OF  SPAIN      33 

Agency:   Ted  Bates  Espana  S.  A. 
de  Publicidad 


ARVIDA    CORPORATION      ■  •  -  •  •  ._^..  •  •  ■    38        Q     „err,ll   LYNCH,    PIERCE, 


Agency:   Bailey  Campbell  Advertising, 
Inc. 


□    BROWNING-FERRIS 

INDUSTRIES,    INC 27 

Agency:   ONeill.  Price,  Anderson. 
Fouchard,  Inc. 


D    CNA/lnsurance    Back  Cover 

Agency;   Tatham-Laird  &  Kudner,  Inc. 


CANADIAN   PACIFIC   LIMITED  52 

Agency:   McKim/Benton   &   Bowles,    Ltd. 


THE   DANFORTH   ASSOCIATES  43 

Agency:  Wunderman,  Ricotta  &  Kline. 
Inc. 


a    DUBBINGS   ELECTRONICS,    INC 32 

Agency:   The  Donroy  Advertising 
Company  Inc. 


FINANCIAL    WORLD     52 

Agency:   Albert  Frank-Guenther  Law, 

Inc. 


WALLACE  FORBES  &  PARTNERS,  INC.  43 
Direct 


FORBES    MAGAZINE    30 

□    FORR    INTERNATIONAL    46 

Agency:    FRA  International,  Inc. 

FUNDSCOPE 42 

Agency:   Doremus  &  Company,  Ltd. 


FENNER  &  SMITH   INC. 

Agency:   Ogiivy  &  Mather  Inc. 

O     MIAMI    LAKES   INN 

&  COUNTRY  CLUB    32 

Agency:   Samuel  B.  Crispin  & 
Associates 


MANSFIELD  MILLS,  INC.    42 

Agency:   The  Bowes  Company 


MOODY'S    INVESTORS 

SERVICE,   INC.      21 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 


THE   PADDINGTON   CORPORATION 
(ROYAL  AGES  SCOTCH)    8 

Agency:   Martin  Landey,  Arlow 
Advertising  Inc. 


D    PITNEY    BOWES    36-37 

Agency;   deGarmo  Inc.  Advertising 


ROWE   PRICE   NEW   ERA 

FUND,   INC 46 

Agency:  VanSant,  Dugdale  and 
Company,  Inc. 


T.   ROWE   PRICE   GROWTH 

STOCK  FUND,  INC.    51 

Agency:   VanSant,  Dugdale  and 
Company,  Inc. 


REYNOLDS    SECURITIES    INC 55 

Agency:   Albert  FrankGuenther  Law, 
Inc. 


□  GORHAM   INTERNATIONAL   INC 52        D   SANGRE   DE  CRISTO 


Direct 


GOULD    INC 10 

Agency;   Marsteller  Inc. 


GROWTH   FUND  RESEARCH,   INC. 

Agency:    Leiand  Hill  Advertising 


43 


ARTHUR  G.   HENNING,   INC 46 

Direct 


□  THE   HOME   INSURANCE 

COMPANY        2nd    Cover 

Agency;   Albert  Frank-Guenther  Law, 
Inc. 

INDUSTRIAL  CREDIT  PLAN,  INC 23 

Agency;   Coleman  Advertising 


JAPAN  AIR  LINES  CO.,  LTD 9 

Agency:    Ketchum,  MacLeod  & 
Grove  Inc. 


THE  JOHNSTON  MUTUAL 

FUND  INC.   51 

Agency:    Pace  Advertising  Agency,  Inc. 


RANCHES  INC 3rd  Cover 


STANDARD   &   POOR'S   CORPORATION  44 

Agency:   Groody  Advertising  Agency, 
Inc. 


TV   GUIDE   MAGAZINE 

Div.  of  Triangle  Publications,  Inc 13 

Agency:   N.  W  Ayer  &  Son,  Inc. 


UNITED    BUSINESS 

SERVICE  CO.,   INC.    47,  48,  49 

Agency;  The  Silton  Company,  Inc. 


THE  VALUE   LINE 

INVESTMENT   SURVEY    53 

Agency:  The  Vanderbilt  Advertising 
Agency,  Inc. 


WESTERN    UNION 

TELEGRAPH    COMPANY      28-29 

Agency:   Ries  Cappiello  Colwell,  Inc. 


XEROX    CORPORATION     6-7 

Agency:   Needham,  Harper  &  Steers, 
Inc.,  Advertising 


Where  will 
the  money 
come  from? 

We  mean  the  most  important  money 
in  your  life. 

The  money  that  can  change  your 
15,  20,  or  25  years  of  retirement 
from  worrisome  to  worry-free— let 
you  live  in  the  comfort  and  dignity 
you  deserve— and  protect  you  against 
any  long-range  decrease  in  the  pur- 
chasing power  of  the  dollar. 

And  don't  fool  yourself.  It  will 
take  money.  Something  like  a  full 
50%  of  your  present  annual  income 
each  year,  to  maintain  the  standard 
of  living  you're  used  to. 

No,  we're  not  trying  to  frighten 
anybody.  We  are  trying  to  help. 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


A  man  with  ability  and  the  desire 
to  accomplish  something  can  do  any- 
thing. —Donald  Kircher 


All  real  democracy  is  an  attempt 
like  that  of  a  jolly  hostess  to  bring 
the  shy  people  out. 

—Gilbert  K.  Chesterton 


Lack  of  will  power  and  drive  cause 
more  failures  than  lack  of  ability  and 
intelligence.  —Harry  F.  Banks 


If  you  have  a  great  ambition,  take 
as  big  a  step  as  possible  in  the  direc- 
tion of  fulfilling  it,  but  if  the  step  is 
only  a  tiny  one,  don't  worry  if  it  is 
the  largest  one  now  possible. 

—Mildred  McAfee 


He  is  not  only  idle  who  does  noth- 
ing, but  he  is  idle  who  might  be  bet- 
ter employed.  —Socrates 


The  worth  and  value  of  knowledge 
is  in  proportion  to  the  worth  and  val- 
ue of  its  object. 

—Samuel  Taylor  Coleridge 


Know  and  believe  in  yourself,  and 
what  others  think  won't  disturb  you. 

—William  Feather 


There  is  no  way  of  making  a  busi- 
ness successful  that  can  vie  with  the 
policy  of  promoting  those  who  render 
exceptional  service. 

—Andrew  Carnegie 


I  use  not  only  all  the  brains  I  have 
but  all  I  can  borrow. 

— WooDROWf  Wilson 


B.  C.  FORBES 

Business  places  no  premiums 
on  shrinking  violets.  Employers 
prefer  men  who  have  self-as- 
surance, forcefulness,  go-ahead- 
ness,  men  who  know  their  job 
and  know  that  they  know  it. 


Knowledge  that  puffs  up  the  pos- 
sessor's mind  is  ever  more  of  a  peiTii- 
cious  kind.  —William  Mather 


It  is  only  persons  of  firmness  that 
can  have  real  gentleness;  those  who 
appear  gentle  are  in  general  only  of 
a  weak  character,  which  easily 
changes  in  asperity. 

—La  Rochefoucauld 


A  man's  mind  is  the  man  himself. 

—Latin  Proverb 


He  that  neither  knows  himself  nor 
thinks  he  can  learn  of  others  is  not  fit 
for  company. 

—Benjamin  Whichcote 


Force  rules  the  world,  and  not  opin- 
ion; but  opinion  is  that  which  makes 
use  of  force.  —Blaise  Pascal 


Where  wisdom  is  called  for,  force 
is  of  little  use.  —Herodotus 


Patience  is  so  like  fortitude  that 
she  seems  either  her  sister  or  her 
daughter.  —Aristotle 


Let  every  man  mind  his  own  busi- 
ness. —Miguel  de  Cervantes 


Know   what   thou   canst   work   at, 
and  work  at  it  like  a  Hercules. 

—Thomas  Carlyle 


I  respect  the  man  who  knows  dis- 
tinctly what  he  wishes.  The  greater 
part  of  all  the  mischief  in  the  world 
arises  from  the  fact  that  men  do  not 
sufficiently  understand  their  own  aims. 
They  have  undertaken  to  build  a  tow- 
er, and  spend  no  more  labor  on  the 
foundation  than  would  be  necessary 
to  erect  a  hut.  —Goethe 


Take  all  the  swift  advantage  of  the 
hours.  —Shakespeare 


Incompetence   springs   from   indif- 
ference. —Arnold  Glasow 


The  world  would  be  happier  if  men 
had  the  same  capacity  to  be  silent 
that  they  have  to  speak. 

— Baruch  Spinoza 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
7%;  New  York  City,  7%.) 


A  Text . . . 


Sent  in  by  S.C.  Ahart,  Spencer, 
N.Y.  What's  your  favorite  text? 
The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


For  SO  is  the  will  of  God,  that  with 
well-doing  ye  may  put  to  silence  the 
ignorance  of  foolish  men. 

-I  Peter  2:15 
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Broadway  Moneymaker  Hal  Prince 
Making  a  Business  of  Show  Business 
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introduang  the  new  luxurious  caprice  4-Door  sedan,  f 
Because  we  want  you  to  have  a  complete  selection. 


More  Chevrolet  buyers  are  showing  a  preference  for 
sedans,  so  we're  showing  them  more  sedans  to  buy. 

Just  out  is  our  new  Caprice  4-Door  Sedan  with  the 
poise  of  a  pillared  roofline  and  the  hush  of  a  classic 
sedan.  And  though  it's  priced  a  little  lower  than  our 
Caprice  Sport  Sedan  and  Coupe,  it  has  all  the  features 
that  make  this  luxury  car  a  comfort  to  drive. 

Things  like  a  big  Turbo-Fire  400  V8  engine. 
Variable-ratio  power  steering,  power  front  disc  brakes  and 


Turbo  Hydra-matic  transmission.  And  that's  just  pg 
of  the  standard  equipment. 

This  new  Caprice  is  one  of  America's  roomiest 
too.  Fold  down  the  front  center  armrest  and  relax, 
surrounded  by  pounds  of  soundproofing,  yards  of  r'u 
brocade  upholstery  and  deep  twist  carpeting. 

We  gave  it  our  best,  because  whichever  Caprio 
buy  we  want  it  to  be  the  best  car  you  ever  owned. 
There's  so  much  to  see,  make  sure  you're  around  to  see  it.  Buckt 
The  new  Caprice  4-Door  Sedan  at  Mt.  Rushmore  in  South  Di 


Chevrole 


Chevrolet.  Building  abetter  way  to  see  the 
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There  comes  a  time  when  strength 
is  more  charitable  than  charity 


If  America's  enemies  are  victorious,  their  first  action  would  be  to  abolish  charity. 
Harsh  practicality,  self-support-or-else,  is  all  they  respect  or  tolerate  —  as  the  pitia- 
ble souls  of  at  least  three  former  great  nations  know  only  too  well. 

America  can  be  strong  and  safe,  with  no  decent  person  going  hungry.  But  to  do 
so  we  must  at  once  do  without  some  of  our  unnecessary  frills  and  costly  bureaucracy, 
until  America  is  strong  enough  once  more  (it  is  not,  now)  to  protect  and  safeguard  the 
producing  men  and  women  and  industries  on  whom  the  future — the  very  lives — of  the 
needy  and  all  of  us  depend. 

That  would  be  true  charity,  but  there  isn't  much  time  left  to  put  it  into  effect. 


When  complete,  this  newest  and  largest  Warner  & 
Swasey  Numerically  Controlled  Turret  Lathe  will 
machine  parts  weighing  over  two  tons  for  electric 
power  generating  equipment. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland.  Ohio  44106 


lODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 


When  \i^e  invest  for  Lucky, 
hick  has  nothing  to  do  \i^th  it. 

Making  surplus  corporate  cash  earn  money  takes  skill, 
experience  and  computerized  efficiency.  Luck  plays  no  pari  in  this 
tough  money  market. 

Which  is  why  Lucky  Stores,  Inc.,  a  leading  retailer 
frequently  turns  to  Bank  of  America. 

Since  we  handle  an  average  of  over  $2.0  billion  in  investments 
every  day,  our  customers  get  quite  a  choice  of  short  and 
long-term  vehicles.  And  as  one  of  the  nation's  top  municipal 
bond  underwriters,  we  can  handle  any  transaction.  Large 
or  small.  With  very  short  notice. 

How's  all  that  helped  Lucky?  They've  grown  to  250 
supermarkets,  75  discount  centers,  30  membership  department 
stores,  33  drugstores  and  40  ladies  ready-to-wear  shops. 
With  annual  sales  of  more  than  $1.5  billion. 

How  about  you  ?  If  you  would  like  to  put  your  corporate  cash 
surpluses  lo  work  efficiently,  knowledgeably  and  profitably  just 
phone:  San  Francisco  ( 4 L5)" 622-5680;  Los  Angeles  (213)  683-4215 
or  New  York  Office  (212)  425-3550. 


BANKOF  AMERICA 
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When  I  was  6, 

my  security  blanket 
was  a  piggy  bank'.' 


"This  year,  we'll  handle  benefit  plans  worth  $850  million 
tor  banking  and  financial  employees:'    Says  Ken  Keene,'M  carried 
my  piggy  bank  around  for  months.  Our  banking  and  finance  clients 
ask  us  to  plan  yean:  nhead!' 

Ken  Keene  is  a  vice  president  of  Johnson  &  Higgins'  employee 
benefit  planning  department  in  New  York.  Senior  actuary  on  a  35-man 
actuarial  stati.  Ken  ust-  complex  mathematics  to  develop  imaginative 
retirement,  group  insurance  and  other  benefits  for  people  who  work 
Time  and  money  are  our  tools:  Ken  says.  "Use  them  right  and  you 
create  security.  ^ 

Whafs  true  in  banking  and  finance  today  is  true  in  every  other 
industry.  \our  own  mcluded.  Johnson  &  Higg.ns  has  offices  in  major 
cities  here  and  abroad.  Call  us.  We-fl  make  your  benefits  and  your 
insurance  work  Ic.r  you. 

lohnson  &  Higgins 

the  financial  industry's  insurance  broker  and  benefit  planner 
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Side  Lines 


Alexis  Smith 


Sharon  Schlein 


Stagestruck 

If  business  writers 
did  nothing  in  their 
spare  time  but  read 
books  and  prospectus- 
es on  the  principles  of 
management,  they 
would  be  very  dull 
boys,  and  Forbes 
doesn't  like  dull  peo- 
ple. We  like  people 
with  lively  outside  interests.  Take  Senior  Editor  James  Cook.  Jim  de- 
votes a  lot  of  his  spare  time  to  the  theater.  He  majored  in  dramatic 
literature  at  Columbia  University,  taught  drama  and  theater  courses 
at  Yankton  College  in  South  Dakota  and  admits  to  having  written 
several  (unproduced)  plays;  to  this  day,  when  a  Forbes  staffer  wants 
an  intelligent  opinion  on  what  plays  to  see,  he  turns,  not  to  the  regular 
critics,  but  to  Jim  Cook.  Starting  on  page  20,  Jim  combines  his  interests 
to  tell  of  Producer-Director  Harold  Prince  and  of  the  strange  mixture  of 
talent  and  shrewdness  required  to  make  money  in  the  theater.  For 
Jim,  a  high  point  of  the  story  was  when  he  and  Reporter  Sharon 
Schlein  interviewed  Follies  star  Alexis  Smith  {photo  above)  "Let's 
face  it,"  says  Jim,  "I'm  as  stagestruck  as  ever." 


Jim  Cook 


We  sometimes  think  that  Associate  Editor  Howard  Rudnitsky  will 
go  right  into  orbit  when  he  comes  upon  a  really  good  story.  He  chuck- 
les,   strokes    his    beard, 
«J^^  /       ft-^^^  hammers  especially  hard 

^■'"^^T      jQn    |fa»-.»^  *^"  ^'^  typewriter,  and  the 

l''*>**f !.       "    ^LJm    '    ill8»rm,^_^'         piles  of  prospectuses,  re- 
^*% '  '^''*'',^-^Z^m^ggmi^,.^^^^^^m      ports      and      clippings 

^^^  iW^''^^^^^^      chuckle,  stroke  and  ham- 

^  ..<«mH      "^^^  the  way  he  has  in  re- 

RudniHky      cent  weeks  when  he  was 
working    on    the    Levitz 
Furniture  story,  "Levit(z)ation,"   (p.  16).  When  you  read  the  arti- 
cle—and compare  it  with  the  current,  widespread  puffy,  one-dimension- 
al reporting  on  this  company,  we  think  you'll  see  what  excited  Howard. 


George  J.  Henry:  1925—1972 

Our  regular  monthly  column  Overseas  Commentary  does  not  appear 
in  this  issue.  Its  author,  George  John  Henry,  died  suddenly  in  Manhat- 
tan on  Jan.  10  at  the  age  of  46.  A  contributor  to  Forbes  since  1960, 
Henry  was  with  the  New  York  Stock  Exchange  house  of  Carl  Marks 
&  Co.  He  was  a  graduate  of  the  London  School  of  Economics  and  was 
widely  known  in  the  financial  capitals  of  the  world  as  an  expert  on 
international  securities  markets.  We  will  miss  him,  as  a  contributor 
and  as  a  learned  but  good-natured  guide  in  helping  Forbes  editors 
through  the  intricacies  of  world  finance.  George  Henry  was  proud  of 
his  role  as  a  Forbes  columnist,  and  we  at  Forbes  were  proud  of  him.   ■ 


Do  you  buy 

Real  Estate 

Insurance 

Warehousing 

Transportation 

Distribution? 


How  long  has  it  been  since  you  talked 
with  "The  Man  from  the  Factory"? 

We  got  to  be  a  growth  company 
by  going  on  the  theory  that  busi- 
ness doesn't  have  to  be  imper- 
sonal to  be  big. 

If  you  have  a  problem  in  any  of 
our  fields  of  interest,  the  top  man 
in  the  department  is  as  close  as 
your  telephone.  He'll  fly  halfway 
across  the  country  to  see  you 
personally,  if  need  be. 

He's  got  the  brains  and  experi- 
ence to  do  the  job  for  you,  and 
he'll  work  day  and  night  to  prove 
it.  Here's  an  example  of  what 
we're  talking  about: 

CANTON  AGENCY,  INC. 

...  a  wholly-owned  subsidiary  of 
Canton  Company,  recently  devel- 
oped a  new  "master  insurance 
plan"  for  the  nation's  short-line 
railroads,  a  plan  which  has  re- 
ceived the  recommendation  of 
the  executive  committee  of  the 
roads'  national  association.  It's  a 
good  plan,  and  it  solves  a  prob- 
lem that  has  existed  for  decades. 

Got  a  problem  or  need  in  one  of 
the  fields  listed  at  the  top  of  this 
ad?  Call  or  write  today.  Ask  for 
"the  man  in  charge"! 

^CANTON 

Canton  House,  P.O.  Box  447 
Baltimore,  Maryland  21203 
Telephone:  (301)  837-7733 


/^' 


Trends 

&.  Tangents 


BUSINESS 


Rent  a  Plane  .  .  . 

Who  will  be  the  Hertz  of  gen- 
eral aviation  (private  business  and 
pleasure  flying)?  The  two  contend- 
ers, Illinois-based  Lease-A-Plane 
International  and  Wichita's  Beech 
Aircraft  Corp.,  have  taken  quite 
different  stances.  Most  like  Hertz 
is  LAPI,  which  now  offers  the 
renting  pilot  over  200  planes  at  25 
company-owned  and  franchised 
centers  across  the  country.  Able  to 
provide  financing  to  its  franchisees, 
LAPI  plans  to  be  in  over  100  mar- 
kets with  several  thousand  aircraft 
within  five  years.  LAPI  has  come 
up  with  a  clever  solution  to  the 
oldest  problem  in  plane  rental:  Is 
the  would-be  renter  qualified  to  fly 
the  plane  he  wants  to  rent?  LAPI 
issues  pilot  identification  cards 
with  rating  data  that  obviates  the 
need  for  check  flights— provided 
the  pilot  has  flown  within  the  last 
90  days  (with  LAPI,  of  course). 

...  or  Join  fhe  Club? 

Beech,  by  contrast,  is  setting  up 
trial  Beech  Aero  Clubs,  combina- 
tion flying  and  social  clubs  provid- 
ing several  sizes  of  aircraft  (guess 
what  kind?)  at  hourly  rates  some 
20%  below  LAPI's,  which  start  at 
$14  per  hour  wet  (with  gas  and 
oil).  But  to  join  the  club  costs 
$700  for  a  five-year  membership 
plus  $45-a-month  dues.  Some  avia- 
tion buffs  have  figured  that  a  pri- 
vate flyer  who  rents  a  plane  over 
50  hours  a  year  would  make 
out  better  at  a  Beech  Aero  Club, 
with  LAPI  having  the  edge  below 
that.  Key  question:  Will  the  aero 
clubs  catch  on  socially? 
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Aloscow  Missions 

Prospects  for  major  U.S. -Soviet 
trade  grow  better  daily.  As  the 
giant  Soviet  exhibit  of  ancient  and 
modern  art  opened  its  six-city  tour 
in  Washington  last  month,  another 
Soviet  mission  was  holding  major 
trade  talks  with  U.S.  officials.  One 
subject  was  possible  long-term 
contracts  for  Soviet  natural  gas: 
The  U.S.  would  build  the  facilities 
and  develop  the  deposits,  then  get 


paid  in  gas  to  be  shipped  to  the 
U.S.  in  liquefied  form.  This  mission 
followed  by  one  month  a  visit  by 
Soviet  Minister  of  Agriculture  Vlad- 
imir V.  Matskevitch,  who  expressed 
interest  both  in  buying  specialized 
farm  equipment  {e.g.,  for  planting 
sugar  beets)  and  in  taking  licenses 
for  factories  to  mass-produce  trac- 
tors and  combines. 

yhink  Small  Farm 

The  Japanese  feel  they  have 
found  another  gap  in  the  U.S.  mar- 
ket, this  one  in  farm  machinery. 
As  U.S.  farms  grew  larger,  so  did 
U.S.  farm  tractors,  until  few  were 
left  between  small  suburban  jobs 
and  the  big  machines  for  farming 
hundreds  of  acres.  Several  Japa- 
nese firms  have  rushed  the  gap,  no- 
tably Kubota,  Ltd.,  Japan's  leading 
farm  machinery  maker.  Starting 
with  a  small  (21  h.p.)  diesel  trac- 
tor popular  in  Southeast  Asia,  Ku- 
bota last  year  shipped  into  the  U.S. 
some  2,100  machines  worth  $4.5 
mfllion,  and  plans  to  about  double 
that  this  year.  Kubota  estimates 
the  U.S.  market  for  16-  to  30-h.p. 
tractors  at  over  160,000  units  year- 
ly, worth  more  than  $350  million; 
and  it  is  fast  expanding  its  dealer 
corps,  now  numbering  370,  to  cut 
itself  a  slice.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year.  Payment  should  be  sent 
with  all  orders  from  outside  the  U.S.A. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


>i 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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READERS  SAY 


Faulty  No-Fault 

Sir:  You  insult  the  reader's  sophistica- 
tion by  failing  to  have  one  good  word  to 
say  alx)ut  the  time-honored  "tort  liabil- 
it>"  practice  ("Can  Xo-Fault  Make  It?" 
Jan.  15). 

— ISADORE  C.  BlEIBERC 

Attorney 
Brooklyn,  N.Y. 

Sir:  The  reduction  of  insurance  pre- 
miums and  claims  does  not  result  in  sav- 
ings because  the  public  is  cheated  by  in- 
adequate compensation. 

—Howard  S.  Erd 
Toledo,  Ohio 

Sir:  By  innuendo,  your  article  leads 
one  to  believe  that  lawyers  are  the 
ones  responsible  for  creating  an  inade- 
quate system  in  the  treatment  of  per- 
sonal injury  claims.  Rather  than  upset 
my  metabolism,  cancel  my  subscription. 

—James  A.  Lang 

Attorney 

Jeffersonville,  Ind. 

Sir:    My  compliments  on  your  article 

Can    No-Fault   Make    It?".    It   certainly 

will  lay  the  foundation  for  an  informed 

(and,    we    hope,    enlightened)    point    of 

view  by  the  important  Forbes  readiTship. 

—Ronald  A.  Khai'ss 

Special  Asst.  to  the  President 

American  Insurance  Association 

New  York,  N.Y. 

The  editor's  mail  cnnpUj  confirms  what 
we  said  in  the  article:  that  while  the 
lawyers  are  vociferous  in  their  op/w.v/- 
tion  to  no-fault,  the  general  public  is 
apathetic  in  its  support.  Virtuallij  all  of 
the  letters  we  received  about  the  arti- 
cle were  written  by  lawyers  and  were 
bitterly  critical.  We  .<ilick  to  our  ))oint. 
however:  The  tort  system  is  both  inef- 
ficient and  unfair  as  it  applies  to  auto- 
motive liability,  and  no-fault  is  the  most 
reasonable  substitute— En. 

An  Apology  to  Socrates 

SiH:  I  wish  to  compliment  you  on  the 
interview  article. 

But  since  Forbes  refers  to  me  as 
scholarly,"  I  feel  it  my  duty  to  call 
youT  attention  to  a  scholarly  error  on 
page  208  of  the  Jan.  1  issue.  You  ascribe 
the  saying:  "Life  unexamined  is  not 
worth  living"  to  Democritus.  But  one 
doesn't  have  to  be  a  real  scholar  to 
know  that  it  is  the  most  famous  sentence 
in  the  "Apology"  of  Socrates. 

—Benjamin  Graham 
La  Jolla,  Cal. 

\ecountanls  Need  Clients  .  .  . 

Sir:  Yes,  the  accountants  are  making 
progress,  and  the  8K  form  information 
flow  required  by  the  SEC  will  help 
("Side  Lines,"  Jan.  15).  But  even  if  the 
'previous  auditor"  is  required  to  state 
(Continued  on  page  57) 


Combine  Europe 
with  a  new  Mercedes-Benz. 


This  coupon  will  bring  you, 
free,  the  Mercedes-Benz  Guide 
to  European  Delivery. 

How  to  order  a  Mercedes- 
Benz  here,  pick  it  up  there.  The 
advantages  of  touring  Europe 
in  your  own  car.  The  facts  on 
shipping  it  home. 

Plus  a  full-color  brochure, 
factory-delivered  prices  and  a 
work  sheet  to  figure  costs. 


I 


Mr.  Peter  Grassl 

Mercedes-Benz  of  North  America,  Inc. 

158  Linwood  Plaza,  Fort  Lee,  N.J.  07024 

Please  send  me  the  Mercedes-Benz  Guide  to 

European  Delivery. 


Address^ 


City_ 
State- 


_Zip_ 


Miss  Kiyoko  suggests 
JALs  Japanese/English 
business  card  service. 


Business  cards  are  an  absolute 
must  in  Japan,  and  you'll  need 
plenty  of  them.  JAL  can  help  you 
get  off  to  the  right  start  by  having 
newcardsprinted  for  you— English 
on  one  side,  Japanese  on  the  other. 

The  price  is  only  $3  for  100  if 
you  pick  them  up  in  Tokyo.  Just 
let  us  know  at  least  two  weeks 
before  your  departure  so  we  can 


Japan  Air  Lines 

P.O.  Box  1160 

NewYork,  N  Y.10019 

Attn:  Name  Card  Service 

D  I  am  going  to  Japan  and  will  need . 


have  your  cards  ready  and  waiting. 

If  you  prefer,  we'll  imprint  your 
present  business  cards  and 
send  them  to  your  home.  The  price 
is  $6.50  for  100.  Send  for  an  order 
form. 

Business  cards  in  Japanese  and 
English.  Another  Executive 
Service  feature  from 
Japan  Air  Lines. 

The 
thousand-year-old 
airline.^ 

OAPAN  AIR  LINES 


-hundred  Japanese/English 


business  cards.  Attached  is  my  present  card  for  the  information  you  will  need. 

Enclosed  is  $ ($3  for  100  cards). 

D  I  prefer  to  have  my  present  business  cards  imprinted  and  delivered 
in  the  US.  Please  send  me  full  information  and  an  order  form. 

My  departure  date  is and  the  airline  and  flight 

number  are I  will  pick  up  my  cards  at  the  JAL  counter 

at  the  following  Tokyo  location-  D  JAL  International  Passenger  Service 

Center  D  Imperial  Hotel  D  Tokyo  Hilton  Hotel  D  Palace  Hotel 

D  Hotel  New  Japan  D  Hotel  Okura  D  Hotel  NewOtani 

D  AkasakaTokyu  Hotel  D  Hotel  Keio  Plaza  D  Pacific  Hotel  (Check  one.) 

FB-020172 
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Amfac  is  sugar  for  70  billion 

cups  of  coffee ...      I 


Taking  a  break  from  the  everyday 
world  is  one  of  life's  little  plea- 
sures. We  do  our  best  to  sweeten  it 
for  you. 

Amfac's  five  Hawaii  sugar  compa- 
nies produce  more  than  300,000 
tons  of  sugar  annually... enough 
for  some  70  billion  cups  of  coffee. 

We  try  to  sweeten  our  share- 
owners'  lives,  too.  In  1970,  for  ex- 
ample, our  revenues  rose  34  per- 
cent to  $407,985,000... our  net  25 
percent  to  $14,160,000. 

Sugar  gave  us  our  start  120  years 


of  prudent  management.  Over  the 
years,  Amfac  has  come  to  mean 
many  things.  Land  Management. 
Hotels.  Resorts.  Fashion.  Financial 
Services.  But  all  have  evolved  nat- 
urally. Each  is  linked  in  skills  and 
services  to  the  others. 

All  we'velearnedaboutsugarhelps 
our  agricultural  operations  in  Aus- 
tralia and  in  the  Northwest.  When 
we  acquired  Lamb-Weston,  pro- 
ducers of  frozen  potatoes,  our 
C&H  brand  sugar  was  already 
familiar  in  11  western  states. 


boost  .  .  .  from  our  Hospitality 
Group's  know-how  in  the  fooc 
service  industry... to  help  expanc 
its  markets  in  frozen  french  fries 

Logical  growth  builds  a  soun( 
structure,  but  there's  somethinc 
else,  too.  When  you  grow  up  on  ar 
island,  where  everyone  is  jus 
down  the  road,  you  develop  a  built- 
in  concern  with  quality  and  service 
A  management  attitude  we've 
never  lost. 

For  a  copy  of  our  latest  report 
write  to  Amfac,  Inc.,  Dept.  C,  P.O 


ago,  helped  us  build  a  solid  base     Lamb-Weston  will  get  still  another    Box  3230,  Honolulu,  Hawaii  96801 

and  many  other  happy  things 


Land  Management    |^      |^  Hoipita 


A  family  of  enterprises  enhancing  people  and  places. 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


ECONOMIC  OUTLOOK 

Almost  everyone  says  it's  good. 

That  sort  of  uiiaiiiiiiity,  though,  is  bad. 

Almost  everyone  says  we  have  notliing  to  worry  about. 

Which  gives  us  something  to  worry  about. 

LEST  THEY  FORGET 


When  the  Administration  and  some  of  its  agents  and 
agencies  are  busy  a.k.-ing  Organized  Labor's  meanies,  they 
would  do  well  to  remember  that  for  eveiy  union  member 
among  this  country's  working  population,  there  are  more 
than  three  workers  who  are  not  union  members. 

It  is  also  well  for  the  Administration  to  remember  that 


even  the  good  and  greatest  Organized  Labor  leaders  have 
rarely  been  able  to  deliver  their  members'  votes. 

To  woo  a  few  leaders  of  Unionized  Labor's  19  million 
members  at  the  expense  of  the  64  million  unOrganized, 
just  might  not  be  the  smartest  display  of  acumen— or  even 
simple  arithmetic. 


THE  NEW  stASSen  IS  A  DEMOCRAT 

The  name's  now  McCarthy. 

DARKEST  AFRICA  LIGHTS  THE  WAY 


I  guess  it's  too  much  to  hope  that  warring  civilized  na- 
tions (how  contradictory  can  two  adjectives  get!)  will  re- 
member Nigeria's  example  in  treating  the  conquered. 

There  have  been  so  many  bloodbath  conflicts  since 
Biafra  tried  to  break  away  from  Nigeria  that  perhaps  that 
holocaust  has  quite  slipped  from  memory.  But  it  was 
as  bitter  as  the  best,  involving  ancient  black  tribal  hatreds. 
Conventionally,  one  would  have  expected  such  a  situa- 
tion to  lead  to  reprisals  and  slaughter  at  least  to  equal 
or  exceed  those  between  a  West  Pakistan,  East  Pakistan 
and  India. 

In  fact,  though,  just  recently  Nigeria  and  its  leader  Gen- 
eral Gowon  lit  a  beacon  that  we  can  all  hope  will  beckon 
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the  many  now  warring  or  soon  to. 

Of  156  captured  secessionist  officers,  Nigeria's  Supreme 
Military  Council  has  reinstated  63  in  its  armed  forces; 
discharged  with  full  benefits  32;  15  have  been  freed  but 
lost  their  military  jobs  and  benefits;  16  high  ranking  sim- 
ply dismissed.  Twenty-one  of  the  30  still  in  jail  are  there 
because  of  their  part  in  the  coup  that  resulted  in  the 
murders  of  the  Nigerian  Prime  Minister,  two  regional  Prime 
Ministers  and  most  of  the  Northern  Army  officers. 

Some  of  man's  memorable  inhumanity  to  man  has  tak- 
en place  in  Africa. 

Here's  a  new  African  chapter,  where  some  of  man's 
magnanimity  to  man  gives  light  and  hope  to  the  world. 
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QUOTES 

Over  a  period  of  time  I've  accumulated  a  file  full  »f  quotes  that  seem 
to  me  either  so  good  or  so  funny  or  so  perceptive  that  they  should  not 
be  left  unnoted,  unremembered,  unrepeated.  Herewith,  some  of  them: 


From  the  World-of-Busincss  File 

Charles  A.  Winding,  the  shrewd  and  warmly  human 
CEO  of  giant  Marine  Midland  Bank,  was  brought  in  by 
the  directors  straight  from  a  flourishing  law  practice  to 
run  the  banks.  Asked  how  he  liked  the  business,  Mr.  Wind- 
ing replied,  "My  only  complaint  about  banking  is  that  I 
have  never  been  promoted." 

From  ihc  Politicisms  File 

Democrat  Allard  Lowenstein,  "We  could  beat  Nixon  in 
a  great  landslide  if  we  didn't  have  to  run  someone  against 
him." 

When  now-jugged  Thomas  Whelan  was  mayor  of  Jer- 
sey City  he  opened  a  speech  to  a  group  of  local  business- 
men who  he  thought  lacked  sufficient  civic  spirit  with  the 
suggestion  that  their  anthem  should  read:  "O  say  can  you 
see,  wliat's  in  it  for  me." 

From  Otir  Sports  File 

Ohio  State's  famed  football  coach.  Woody  Hayes,  com- 
menting about  the  fact  that  no  penalty  was  called  when 
his  punter  was  hit  liard  in  a  game:  "I  guess  they  only  con- 
sider it  roughing  when  one  guy  grabs  the  punter's  leg,  then 
another  guy  grabs  the  punter's  other  leg  and  they  say  to 
liim,  'Now,  make  a  wish!'  " 


From  the  "It's  Never  Tdo  Late"  File 

When  Texan  George  Hall,  a  75-year-old  grandfather  of 
13,  married  his  19^ear-old  second  wife,  he  explained  to  an 
interviewer,  "Keeping  young  is  what  you  eat  and  think  all 
day.  I  don't  sleep  my  life  away— I  chase  women." 


Practice  vs.  Theory 

Morocco's  King  Hassan  H  on  the  difficulties  of  imple- 
menting good  intentions:  "There  may  sometimes  be  a  gap 
between  theory  and  practice.  The  only  man  who  managed 
to  reconcile  theory  and  practice  was  Beethoven;  he  was 
deaf  and  he  made  beautiful  music." 

Simple  Truths 

Historian  Henry  Commager  observes  in  American  Heri- 
tage, "It  requires  an  enormous  degree  of  sophistication  to 
think  in  terms  of  mankind.  We're  prepared  to  let  a  million 
people  star\e  in  Asia  or  Africa,  but  our  hearts  would  be 
wrung  if  we  knew  of  one  child  in  our  own  locality  that 
was  starving.  We  are  so  contrived  that  we  can  take  in 
only  what  is  close  to  us." 

Depassionating  Discovery 

Writer  James  Mossman  in  Beggars  on  Horseback:  "He 
kissed  her  mouth  and  as  their  teeth  met  each  realized  with 
fleeting  panic  that  the  other  had  dentures.  .  .  ." 
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THAT  LONG  AGO  ISN'T  THAT  LONG  AGO 


Did  you  know  that  there  w  as  no  telephone  on  the  desk 
of  the  President  of  the  United  States  until  1929  when 
Herbert  Hoo\  er  ordered  one  to  l)e  there? 

Now  tliere  is  really  no  conceivable  reason  whv  you 
should  have  known  it,  but  isn't  it  amazing  to  realize  how 
relatively  not  long  ago  the  telephone  wasn't  so  totally 
prevalent,  so  everywhere  at  hand,  so  indispensably  an  in- 
tegral part  of  most  every  life  in  this  country? 

Keeping  perspective  is  sometimes  difficult  in  the  dailv 


turbulence  of  business,  and  one  good  way  of  keeping  one's 
bearings  is  occasionally  to  be  mindful  of  how  things  were 
just  a  short  four  decades  ago. 

I  was  put  in  mind  of  this  by  an  absorbing,  exceptionally 
well-presented  brochure  sent  recently  by  Great  Northern 
Xekoosa  Corp.'s  Bob  Haak.  Entitled,  The  Story  of  the 
Yclloic  Pages,  it  makes  one  pause  to  realize  the  fantastic 
growth  we  ha\e  had  in  this  country  in  a  relatively  short 
period  of  time. 


ON  THE  OCCASION  OF  YOUR   BIRTHDAY 


As  the  \ears  rush  by  at  what  surely  must  be  an  illegal 
rate  of  speed,  one  occasionally,  wistfully  wishes  to  stay 
Time.  Since  that  isn't  possible,  despite  the  claims  of  the 
skin-unwrinkling  and  hair-doing  industry,  one  must  turn 
elsewhere-like  to  philosopliy. 

This,  taken  from  Max  Ehrmann's  Desiderata,  might  do 
lor  a  start: 

"Take  kindly  the  Kinn^,.!  ,,("  tlic  \ears,  gracefully 
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surrendering  the  things  of  youth.  Nurture  strength 
of  spirit  to  shield  \ou  in  sudden  misfortune.  But 
do  not   distress   \oursclf  with   imaginings.    Many 
fears  are  bom  of  fatigue  and  loneliness.  Beyond  a 
wholesome  discipline,  be  gentle  with  yourself." 
The  last  four  words  appeal  to  me  and  I  have  been  fol- 
lowing that  bit  of  advice  long  enough  to  recommend  it 
unstintingly. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 


"No  qiestion  about  it. Y3l71i|(||||l76est  round 
the-clock  protection  you  can  get  for  your 
employees.  Service  has  to  be  prompt  and 
efficient.  American  JVIutual's  people 
protection  insurarice  gives  us  both." 


F.  P.  Warner 
m^    Warner  Manufacturing  Company 

Painting  and  wallpapering  tools 
"—Minneapolis,  Minnesota 


From  the  proud  inventors  at  Gould: 
A  faster,  more  precise  XY  recorder. 
A  battery  that  worics  on  air. 
'Biacic  heat:' 

Gould  is  a  $342  million  company  that  believes  there  is  a  lot  more  left  to  invent. 
We're  backing  that  belief  by  investing  almost  $10  million  in  new  product  R&D  in  those 
areas  where  we  combine  real  technical  know-how  with  experience  in  the  market. 


The  pressurized  fluid  writing  we  pio- 
neered is  the  basis  for  our  XY  recorder. 

Our  inventors  have  developed  a 
unique  new  XY  recorder  for  the  instru- 
mentation market.  The  Brush  500  uti- 
lizes our  pressure  fluid  writing  for  great- 
er precision.  It  offers  fast  response  and 
a  writing  speed  of  40  inches/sec.  And 
we've  eliminated  the  slide  wires  so 


there's  no  electrical  noise.  This  combi- 
nation of  precision  performance  capa- 
bilities ana  design  features  isn't 
available  anywhere  else  at  any  price. 

Our  background  in  battery  power  led 
us  to  the  "air  battery." 

Gould  inventors  have  made  a  small 
battery  that  works  on  air.  And  a  little 


more  efficiently,  offering  significant 
flexibility  and  design  possibilities  for 
comfort  heating  manufacturers. 


bit  of  zinc.  It  packs  more  power  into 
less  space  than  conventional  batteries. 
That  offers  a  great  improvement  for 
small  appliances. 

Replacing  the  zinc/air  battery  is  as 
simple  as  putting  a  new  battery  into  a 
flashlight.  Think  of  the  many  things 
you'd  rather  see  battery-powered 
and  you  get  an  idea  of  our  market 
opportunity. 

Our  metallurgical  experience  led  us 
to  a  new  kind  of  heating  element. 

Most  heating  elements  use  the  heli- 
cal coil  system.  Now,  our  inventors 
have  developed  a  new  material  and  a 
new  design  for  heating  elements. 

We  can  now  produce  "black  heat." 
That  means  the  element  doesn't  get 
red  hot  like  other  elements.  So  heat  is 
transported  out  of  the  heating  element 


You'll  see  the  Gould  name  on  a  lot  of 
new  things. 

Today  the  Gould  name  is  on  biomedi- 
cal instruments,  graphic  input  and  out- 
put systems  for  computers,  and  preci- 
sion measuring  systems.  We  also  make 
Burgess  batteries  for  your  home,  auto- 
motive batteries  for  your  car  and  in- 
dustrial batteries  for  your  business. 

Our  proud  inventors  are  making  a  lot 
of  new  things  happen.  You'll  be  hear- 
ing from  us.  Gould  Inc.,  8550  West  Bryn 
Mawr  Avenue,  Chicago,  Illinois  60631. 


GOULD 


I 


Forbes 


Fizzle? 


When  it  comes  to  stowing  ttie  growtti  of  foreign  imports,  dol- 
lar devaluation  may  turn  out  to  be  a  big  disappointment. 


Hebe's  good  news  for  consumers  but 
possibly  bad  news  for  American  man- 
ufacturers: Devaluation  of  the  dollar 
relative  to  other  currencies  may  have 
only  a  spotty  and  marginal  effect  on 
the  attractiveness  of  foreign  goods 
sold  in  the  U.S. 

The  simple  fact  is:  You  can  talk 
of  markets  in  Western  Europe  and  in 
the  developing  countries  and  behind 
the  Iron  Curtain,  but  the  truth  is  the 
U.S.  still  is  the  best  export  market  in 
the  world— and  is  going  to  remain  so 
for  years  to  come.  The  Europeans  and 
the  Japanese  can't  afford  to  lose  mar- 
ket share  here  as  a  result  of  revalua- 
tion. Name  it:  TV  sets,  hone  china, 
Scotch  whiskey,  motorcycles,  textiles, 
the  U.S.  is  where  the  action  is. 

For  that  reason,  both  Western  Eu- 
ropean and  Japanese  corporations  are 
taking  steps  to  offset  the  reshuffling 
of  currencies.  Most  of  them  have  de- 
cided to  absorb  in  whole  or  part  the 
price  increase,  in  tenns  of  dollars,  that 
resulted.  The  French  franc  has  gone 
up  7.8%,  but  the  list  price  of  a  Re- 
nault 16  has  risen  only  from  $3,000 
to  $3,100,  and  there's  hardly  a  Re- 
nault dealer  who  won't  swallow  that 
.extra  $100  himself.  The  value  of  the 
Italian  lira  has  increased  by  6.9?,  but 
the  list  price  of  the  Fiat  has  risen  by 
only  $20  to  $30,  and  again,  dealers 
seem  read\-  to  absorb  it.  .Although 
the  deutschmark  is  now  worth  about 
31  cents,  11.92  more  than  it  was, 
\'olkswagen  hasn't  raised  prices. 

Actually,  the  U.S.  balance-of-pay- 
ments  problem  is  not  as  widespread 
as  it  might  seem.  The  U.S.  sells  more 
than  it  buys  in  most  of  the  world:  in 
Western  Europe,  in  Latin  America,  in 
Africa.  Only  with  Canada  and  Japan 
is  the  U.S.  running  substantial  trade 
deficits.  The  Canadian  problem  is  more 
apparent  than  real  because  most  U.S. 
imports  from  there  are  manufactured 


by  subsidiaries  of  U.S.  companies;  we 
are  simply  importing  from  ourselves. 
But  Japan  is  different.  Japan  is  a  truly 
serious  problem. 

In  1970  the  U.S.  imported  $5.9  bil- 
lion worth  of  goods  from  Japan  but 
exported  only  $4.6  billion.  The  Japa- 
nese were  shaken  by  the  abrupt  way 
in  which  the  U.S.  forced  a  readjust- 
ment of  the  world's  cunencies,  but 
they  are  convinced  thpt  it  will  not 
slow  the  flow  of  Japanese  goods  into 
the  U.S. 

Higher  Prices,  but— 

From  January  to  August  1971,  the 
last  month  for  which  figuies  are  avail- 
able, Japan  exported  $4.9  billion  worth 
of  goods  to  the  U.S.  They  included 
$2.5  billion  worth  of  "machinery."  Un- 
der this  heading  came  TV  sets  ($236 
million),  radio  sets  ($281  million), 
motor  vehicles  ($661  million)  and 
motorcycles  ($264  million).  Prices  on 
all  these  products  are  going  to  rise 
because  of  the  16.88%  rise  in  the 
value  of  the  yen.  On  TV  sets,  they 
may  rise  as  much  as  15%,  says  a  top 
executive  at  a  Japanese  TV  maker. 
Says  Hank  Siegers,  who  runs  the  larg- 
est motorcycle  distributor  in  New  Jer- 
sey, Siegers-Forbes:  "I've  heard  the 
price  of  Japanese  bikes  may  rise  as 
much  as  20%." 

The  new  prices  for  Japanese  auto- 
mobiles already  have  been  posted. 
They  are  up  between  6.5%  and  11% 
over  pre-freeze  prices. 

Theoretically  these  increases  should 
hurt  the  sales  of  Japanese  TV  sets, 
radios,  motor  vehicles  and  motorcycles 
in  the  U.S.  In  practice  they  may  hurt 
only  slightly.  "That's  how  I  see  it," 
says  Koji  Omi,  Japanese  Consul  in 
New  York,  an  official  in  the  Ministry 
of  Trade  &  Industry,  whose  specialty 
is  the  U.S.  economy.  "The  price  rise 
won't  hurt  much,"  says  Siegers.  "The 


initial  shock  will  wear  off  as  U.S. 
prices  continue  to  rise,"  says  Ruben 
Shohet,  a  first  vice  president  of  Burn- 
ham  &  Co.  Inc.  and  a  specialist  on 
the  Japanese  economy. 

One  reason:  TV  sets  made  in  the 
U.S.  contain  so  many  Japanese  com- 
ponents that  they  will  have  to  rise  in 
price  along  with  those  made  in  Japan. 

Another  reason:  The  Japanese  make 
products  (like  Sony's  miniature  TV 
sets)  that  no  U.S.  manufacturer  has 
on  the  market. 

A  third  reason:  The  Japanese  have 
been  stressing  quality  above  price; 
Americans  are  willing  to  pay  more  for 
Japanese  cameras,  for  example. 

A  fourth  reason:  In  the  case  of 
motorcycles,  the  Japanese,  by  putting 
out  a  product  that  is  low  in  price  and 
high  in  quality,  have  established  what 
almost  amounts  to  a  monopoly  in  die 
U.S.  "Harley-Davidson  really  isn't  a 
competitor  of  Honda,"  says  Siegers. 
"Even  if  Honda  raises  prices  by  20%, 
a  Honda  will  still  be  cheaper  than  al- 
most any  motorcycle  Harley-Davidson 
markets.  The  only  inexpensive  line 
Harley-Davidson  has  are  motorcycles 
made  in  Italy  by  Aermacchi,  and 
they're  going  to  rise  in  price,  too,  be- 
cause of  the  devaluation  of  the  dollar." 

What  about  iron  and  steel?  From 
January  to  August  1971,  Japan  ex- 
ported $713  million  worth  to  the  U.S. 
Will  the  rise  in  value  of  the  yen  stem 
these  exports? 

Not  at  all.  The  Japanese  compa- 
nies will  simply  absorb  the  added 
16.88%.  "You  have  to  understand  this," 
says  Omi.  "Nowhere  else  in  the  world 
can  my  country  sell  iron  and  steel  at 
such  a  high  price.  Nowhere  else  in  the 
world  can  Japanese  companies  make 
the  profits  per  ton  they  make  here. 
The  only  thing  holding  back  Japanese 
exports  of  steel  to  the  U.S.  is  what  we 
call  'voluntary  restraint.'  Of  course,  it's 
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not  voluntary.  The  U.S.  forced  Japan 
to  agree  not  to  increase  steel  exports 
by  more  than  3%  a  year. 

Omi  does  admit  that  certain  Japa- 
nese exports  will  be  hurt  by  the  read- 
justment of  currencies.  One:  hea\7 
machinery,  "for  example,  generators. 
We  were  just  beginning  to  become 
competitive  in  the  U.S.  We  had  great 
hopes  for  exports  of  heavy  machinery 
to  the  U.S.  This  is  going  to  delay  us," 
he  says.  Hard  hit  will  also  be  Japa- 
nese textiles— but  not  for  the  reasons 
Americans  think.  "We're  in  competi- 
tion in  the  U.S.  market  with  South 
Korea,  Taiwan  and  Hong  Kong,"  Omi 
points  out.  "Those  nations  haven't  re- 
valued their  currencies.  The  result  is 
the  Japanese  yen  has  risen  approxi- 
mately 9%  in  relation  to  them.  We  are 
now  afraid  they  will  follow  the  dollar 
down.  That  will  put  Japan  at  a  16.88% 
disadvantage." 

In  short,  the  Japanese  fear  a  loss 
of  their  share  of  the  U.S.  textile  mar- 
ket to  the  other  Asian  nations.  They 
will  be  hurt,  but  this  will  not  help 
U.S.  textile  manufacturers. 

Japanese  Consul  Omi  says  that  Ja- 
pan is  already  adjusting  nicely  to  the 
changed  situation.  "Our  labor  costs," 
he  says,  "are  rising  so  fast  that  we 
know  we  cannot  continue  to  make— 
what  should  I  call  them?  Primitive 
products— that  is  products  requiring 
a  great  deal  of  labor.  We  are  switch- 
ing to  highly  sophisticated  products. 
In  the  long  run,  I  think,  this  will  be 
good  for  Japan." 

A  U.S.  expert  agrees.  Stewart 
Scheuer,  president  of  Industrecon  As- 
sociates, consultant  to  Japanese  and 
American  companies  trading  with  Ja- 
pan, says:  "The  yen  is  still  under- 
valued, and  productivity  will  make  it 
up  in  most  industries.  Most  Japanese 
companies    will    upgrade    their    lines. 

"Moreover,  American  inflation  is  cer- 
tain to  continue. 

"At  the  beginning,  the  Japanese 
companies  will  absorb  some  increases 
to  .see  how  the  market  is  going.  They 
will  gradually  raise  prices  and  allow 
for  interim  gains  in  productivity.  They 
already  have  abdicated  the  low  end 
of  the  market  to  underdeveloped 
countries. 

"The  companies  in  low-end  stuff 
like  novelties,  umbrellas  and  baseball 
gloves,  these  guys  who  are  going  to 
be  hurt,  would  have  gone  under  any- 
how. The  Japanese  government  al- 
ready has  b(;en  weeding  lliem  out." 

To  sum  up,  it  looks  as  if  the  Japa- 
nese and  the  Europeans  have  returned 
the  ball  to  the  American  court.  They 
are  regaining  the  initiative.  Mean- 
while, at  home,  the  newer  labor  con- 
tracts look  almost  '  •  nry  as  the 
old  ones,  and  the  ;i.  >  of  deval- 
uation seem  to  be  slij            A'ay.  R 


Levit(z)ation 


What  makes  a  smallish  furniture  company  "worth"  over  $800 
million?  A  concept  does.  But  what  is  a  concept  really  worth? 


f 


After  the  1969-70  crash,  it  was  hard 
to  believe  old-timers  who  predicted 
that  concepts  and  hot  stocks  would 
come  back.  It  couldn't  happen.  The 
public  was  too  badly  burned.  It 
wouldn't  forget. 

But  the  old-timers  were  right.  The 
dreamers  are  back.  The  public's— and 
the  funds'— appetite  is  apparently  in- 
satiable. It's  not  computers  this  time, 
or  fried  chicken  or  fast-growth  con- 
glomerates. It's  more  homely  things: 
contact  lenses,  trains  that  carry  auto- 
mobiles and— one  of  the  hottest  of  all 
—a  furniture  company. 

A  furniture  company.  Some  four 
years  ago,  Levitz  Furniture  went  for 
around  $4  a  share;  last  month  it  was 
$150.  Less  than  a  decade  ago,  the 
Levitz  family— Ben  (now  deceased), 
Ralph,  Leon,  Gary  and  Philip— were 
small  Pottstown,  Pa.  retailers  whose 
company  netted  $60,000  or  so  a  year 
and  had  a  net  worth  of  mavbe 
$500,000.  Since  1968  they  have  tak- 
en $33  million  in  cash  out  of  the  com- 
pany from  the  sale  of  stock  and,  on 
paper  at  least,  are  worth  close  to 
$300  million  in  Levitz  stock. 

J 6%  Furniture 

By  mid-January,  Levitz  stock  had  a 
total  market  value  of  $840  million. 
Now  that  is  a  lot  of  money,  even  in 
the  stock  market.  Consider  what  $840 
million  would  buy  in  other  stocks: 

•  The  whole  of  Marcor,  Inc.,  whose 
Montgomeiy  Ward  retailing  operation 
is  12  times  bigger  than  Levitz  and 
which  owns  a  good-sized  packaging 
business  as  well. 

•  Almost  all  the  stock  in  Kenne- 


cott  Copper  with  its  vast,  priceless  re- 
serves of  copper  and  coal. 

And  what  is  Levitz?  It  is  32  stores, 
virtually  all  of  them  leased,  and  an- 
nual sales  of  some  $180  million— about 
what  Marcor  does  in  a  month. 

Levitz  sells  for  about  100  times 
probable  1971  earnings  and  roughly 
17  times  book  value.  Obviously,  no 
company  could  bring  a  price  like  that 
on  its  current  business  alone.  "Con- 
cept" is  what  makes  the  difference. 
As  an  ordinary  furniture  retailer,  Lev- 
itz might  sell  at  12  times  earnings, 
15  times  if  its  growth  prospects  were 
especially  good.  That  would  mean 
$19  to  $24  a  share,  not  $150.  So, 
you  can  look  at  it  this  way:  The  cur- 
rent price  of  Levitz  stock  is  16%  fur- 
niture and  84%  concept. 

So  what's  the  concept?  Here's  the 
concept:  Some  ten  years  ago  the  fam- 
ily, then  a  two-store  Pottstown,  Pa. 
furniture  partnership,  came  up  with 
a  good  merchandising  gimmick  in  a 
$5-billion  (retail)  industry  that  has 
been  noted  for  its  lack  of  fresh  ideas. 
The  family  realized  that  when  they 
ran  their  traditional  year-end  clear- 
ance sales  from  their  warehouse,  sales 
soared.  The  rest  of  the  year  they  made 
an  occasional  buck,  but  had  much 
slower  sales.  Why  not  more  ware- 
house sales?  They  decided  to  open 
several  more  stores  with  warehouses 
attached. 

The  Levitz  stores  sell  national- 
brand  furniture  right  out  of  the  car- 
tons, without  sei"vice  or  delivery,  at 
discounts  of  20%  to  25%.  No  expen- 
sive real  estate:  Levitz  stores,  open 
seven  days  a  week,  are  located  near 
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railroad  sidings  or  highway  inter- 
changes; this  keeps  delivery  costs 
down  and  keeps  land  and  rental  costs 
below  those  of  downtown  prime  shop- 
ping centers.  Levitz  carries  a  full  in- 
ventor}' of  many  hundreds  of  pieces 
of  furniture;  unlike  traditional  retail- 
ers there  is  no  long  wait  for  factory 
delivery  or  custom  order.  A  customer 
is  able  to  cart  his  dream  furniture 
home  immediately. 

Levitz  sells  furniture  the  same  way 
other  discounters  sell  appliances. 

In  spite  of  the  lower  selling  prices, 
Levitz  has  been  netting  4.5%  on  the 
sales  dollar,  better  than  what  most 
furniture  retailers  make.  One  reason 
is  that  most  sales  are  cash  sales.  Lev- 
itz sells  only  30%  of  the  furniture  on 
time  and  gets  almost  none  of  its  in- 
come from  interest  earned,  unlike  the 
typical  furniture  retailer.  As  fast  as  a 
chair  or  sofa  moves  out  of  a  Levitz 
warehouse,  Levitz  has  the  cash  in 
hand  to  reorder.  Thus  it  gets  a  2% 
cash  discount,  which  amounts  to  big 
money  on  Levitz'  current  S35-million 


inventory.  By  handling  mainly  fast- 
selling  items,  Levitz  holds  down  slow- 
moving  inventories,  turns  its  stock  over 
six  times  a  year,  three  times  as  fast 
at  the  typical  furniture  retailer. 

And  now  we  come  to  what  may  be 
the  hidden  ingredient  in  Levitz'  suc- 
cess. Levitz  and  its  investment  bank- 
ers, Bache  &  Co.,  have  found  a  way 
of  raising  money  at  almost  no  cost  to 
the  company.  Chairman  Ralph  Levitz 
calls  it  free  permanent  money. 

It  works  Lke  this:  Levitz  currently 
has  about  $50  million  in  equity  capi- 
tal. Of  this  equity,  $20  million  was 
raised  in  a  single  public  offering  last 
spring  through  Bache  &  Co.  (At  the 
same  time  various  Levitz  brothers  sold 
$20  million  worth  of  their  stock  to  the 
public.)  The  public  stockholders  who 
came  in  on  the  last  underwriting,  in 
effect,  put  up  almost  half  Levitz*  equi- 
ty capital.  But  they  got  only  about 
7%  of  the  company. 

Here's  the  beautiful  part  for  Lev- 
itz: Since  the  company  pays  no  divi- 
dends and  promises  none  in  the  im- 


mediate future,  the  cash  cost  of  the 
company  of  this  capital  is  close  to 
zero;  borrowing  a  similar  amount 
of  money  last  spring  might  have  cost 
close  to  $2  million  a  year  before 
taxes.  Even  in  terms  of  earnings  dilu- 
tion, the  cost  of  equity  financing  is 
slight.  "We  are  almost  financing  our 
key  asset,  inventories,  for  next  to  noth- 
ing," says  Chairman  Ralph  Levitz. 

On  its  other  big  capital  cost,  the 
building  of  warehouse-stores,  Levitz 
also  uses  other  people's  money.  Almost 
all  its  32  units  were  built  via  sale- 
leaseback  through  private  investors 
under  25-year  leases.  This,  of  course, 
is  a  form  of  borrowing,  but  it  is  off- 
balance-sheet  borrowing.  It  holds 
Levitz'  capital  spending  to  a  bare 
minimum,  enabling  the  company  to 
pour  most  of  its  retained  earnings  into 
additional  inventory  for  new  stores. 

Levitz  is  using  this  cheap  money  to 
expand  full  blast.  It  opened  six  stores 
in  1970  and  opened  14  more  ware- 
house-stores in  1971— more  than  dou- 
bling expansion  in  one  year. 


-How  To  Beat  the  High  Cost  of  Money. 


Is  Levitz  Furniture  going  to  be 
the  Korvette's  of  the  Seventies?  An 
early  success  and  an  early  bum- 
out?  A  bum-out  hastened  by  the 
pressure  generated  by  an  over-en- 
thusiastic Wall  Street?  Forbes' 
Howard  Rudnitsky  put  the  ques- 
tion   directly    to    Levitz    Chairman 

Ralph  Levitz 


Ralph  Levitz,  59.  Levitz  appar- 
ently expected  the  question  and 
had  his  answer  ready:  "There's  no 
comparison.  Korvette's  was  having 
trouble  after  they  built  seven  or 
eight  units.  They  lost  control.  We 
saw  the  handwriting  on  the  wall 
with  Korvette.  We're  up  to  32  units 
and  we  have  the  tightest  control 
you  ever  saw." 

A  key  to  Levitz'  plans  is  contin- 
ued equity  financing.  For  most 
companies  this  means  earnings  di- 
lution and  even  asset  dilution.  But 
then  most  companies  don't  have  a 
"concept."  Ralph  Levitz  waxes  en- 
thifciastic  over  equity  financing. 

"The  best  kind  of  money  is  equi- 
ty money.  You  have  it  forever.  You 
don't  pay  it  back.  You  don't  pay 
interest  on  it." 

You  do  have  to  pay  dividends, 
don't  you?  Not  if  you  are  a  con- 
cept company.  You  plow  all  the 
earnings  back. 

In  taking  his  company  public, 
Levitz  says  Bache  &  Co.  rescued  it 
from  the  banks:  "We  were  up  to 
our  ears  in  banks.  We  got  tired 
of  it.  We  couldn't  grow.  Bache 
showed  us  how  we  could  go  pub- 
lic, take  the  undei-writing  money, 
pay  ofi^  the  banks  and  start  to  ex- 
pand at  an  ever-increasing  rate. 

"We  had  a  big  equity  issue  last 
year,"  Levitz  says,  "and  another 
big  issue  is  set  for  this  year."  Last 
year's  went  for  100  times  1971 
earnings  and  a  1969  issue  went 
for  about  60  times  1969  earnings. 


Levitz  has  big  plans  for  its 
plowed-back  profits  and  new  equi- 
ty money:  "There  are  55  U.S.  ma- 
jor trading  areas.  In  these  we  need 
close  to  100  big  Levitz  units  and 
we're  going  to  have  what  we  call 
feeder  units  in  smaller  cities.  You 
can  imagine  what  this  company  is 
going  to  be  doing  in  the  way  of 
volume  and  profits."  Obviously  Lev- 
itz will  need  all  the  cheap  equity 
money  it  can  get.  A  conservative 
estimate  of  the  cost  of  stocking 
these  additional  units  would  be 
$100  million— more  than  twice  as 
much  capital  as  Levitz  now  has. 

We  asked  Levitz  whether  other 
retailers  wouldn't  be  likely  to  use 
the  same  approach  and  thus  choke 
off  some  of  his  company's  expan- 
sion potential. 

"The  other  guys  are  going  to 
try.  But  we've  got  a  flying  start. 
We're  opening  them  faster  than 
anybody  else  conceivably  can  do. 
The  others  don't  know  the  ware- 
housing business.  It  took  us  many 
years  to  learn  it." 

Supposing  the  Levitz  company 
had  remained  private,  grown  at  its 
own  pace  and  avoided  the  pres- 
sures of  public  ownership?  Forbes 
put  the  question  to  Ralph  Levitz. 
His  reply:  "Without  public  own- 
ership I'm  sure  I  would  have  be- 
come a  millionaire,  maybe  $2  mil- 
lion, $3  million,  $4  million.  But 
with  it,  well,  everybody  knows 
what  the  value  of  my  stock  is— 
I'm  worth  $75  million." 
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For  1972  it  plans  20  new  stores,  near- 
ly a  70%  expansion  in  new  units. 

Additional  equity  financing  for  the 
expansion  should  be  a  breeze.  At  re- 
cent market  prices,  Levitz  could  raise 
another  $40  million,  thus  nearly  dou- 
bling its  equity  capital,  with  no  more 
than  5%  earnings  dilution. 

"We  have  a  long  period  of  growth 
ahead  of  us,"  Chainnan  Ralph  Levitz 
told  Forbes.  "Some  people  think  we're 
going  to  build  100  units  [three  times 
the  current  number]  and  it  will  all  be 
done.  That's  for  the  birds.  We  see  six 
to  ten  years  of  growth,  of  big  growth." 

Granting  Levitz  his  enthusiasm,  do 
the  realistic  prospects  justify  an  $840- 
million  market  price  on  the  company? 
Last  year's  growth  rate  in  sales  was 
70%.  Assuming  the  company  could 
continue  growing  at  this  fantastic  rate 
over  the  next  four  years,  it  would  be 
doing  about  $1.4  billion  a  year  by 
1976  and  earning  maybe  $9.75  a 
share.  If  it  can  achieve  this,  the  pres- 
ent price  might  be  justified  by  the 
mid-Seventies.  But  it  would  be  a  tall 
order.  It  would  mean  that  Levitz 
would  be  doing  about  14%  of  all  the 
furniture  business  in  the  U.S.  Sears, 
the  largest  furniture  retailer,  currently 
has  no  more  than  an  8%  penetration. 
Levitz  would  have  to  achieve  virtually 
nationwide  coverage  and  take  big 
chunks  of  existing  business  away  from 
big  retailers  like  Sears  and  Federat- 
ed Department  Stores,  since  the  mar- 


ket grows  at  only  about  5%  a  year. 

Projecting  current  trends,  Levitz 
might  be  able  to  make  it.  Looking  at 
the  real  world  rather  than  at  analysts', 
charts,  however,  makes  it  clear  that 
such    goals    are    plainly    unrealistic. 

Already  there  are  signs  tliat  other 
retailers  are  getting  ready  to  move  in 
on  Levitz'  field.  Wickes,  Mangurian's, 
Crossroads  now,  and  other  big  retail- 
ers will  soon  follow. 

Supposing  Levitz'  growth  slowed 
down  to,  say,  25%  a  year?— a  very  im- 
pressive figure  in  itself.  At  that  rate 
it  would  take  the  company  until  1976 
to  exceed  $500  million  in  sales  and 
per-share  earnings  of  maybe  $3  to 
$3.50.  Would  that  kind  of  earning 
power  justify  $150  a  share?  Probably 
not  nearly  that  much. 

Tougher  Going 

As  Levitz'  volume  and  market  pene- 
tration grow,  the  extra  volume  is  going 
to  be  harder  and  harder  to  come  by. 
Some  stores  may  go  sour.  There  will 
be  added  promotional  expense  and 
price  "specials."  Almost  certainly  com- 
petition will  force  profit  margins  to  be 
narrowed.  The  stock  market  seems  to 
be  assuming  that  nothing  will  go  seri- 
ously wrong  for  Levitz;  almost  cer- 
tainly something  will  go  wrong.  The 
downside  risks  could  be  huge. 

In  a  curious  way,  then,  the  spec- 
tacular success  of  Levitz  stock  could 
turn  out  to  be  a  bad  thing  for  the 


company.  Management  may  feel  so 
obligated  to  keep  volume  and  profits 
rising— to  justify  the  high  price/ earn- 
ings ratio— that  it  may  expand  faster 
than  ordinary  business  prudence  might 
dictate.  A  private  company  or  a  con-- 
veiitional  public  company  can  always 
pull  back;  a  "concept"  company  can't 
afford  to  do  so. 

There  is  an  interesting  analogy  with 
another  decade's  Wonder  Retailing 
Stock,  E.J.  Korvette  and  the  nearly 
forgotten  Eugene  Ferkauf.  Discounter 
Korvette's  sales  soared  from  under 
8100  million  to  around  $800  million 
in  less  than  a  decade  until  the  mid- 
Sixties.  Then  earnings  collapsed,  fol- 
lowed by  a  collapse  in  Korvette's  stock 
price,  and  the  game  was  over.  The 
real  discount  growth  laurels  went  to 
nonpioneers,  like  S.S.  Kresge. 

There  are  other  questions.  Levitz 
has  benefited  from  owner-manage- 
ment; the  family  had  no  trouble  han- 
dling ten  or  20  stores.  But  50  or  100 
stores?  Can  Levitz  find  non-Levitzes 
with  as  much  talent  and  dedication? 
Will  the  family  itself  continue  to  mind 
the  stores  with  the  same  devotion 
when  every  member  is  a  multi-multi- 
millionaire? 

These  are  disturbing  questions.  The 
stock  market  doesn't  seem  to  care:  A 
concept  is  a  concept  is  a  concept.  But 
every  concept  and  every  projection 
must  one  day  meet  the  test  of  reality, 
and  this  one  is  no  exception.   ■ 


You've  got  to  have  rare  talents: 
a  feel  for  people,  a  smell  for  situa- 
tions, a  shrewd  grasp  of  how  the 
investment  trends  are  going.  That's 
how  you  get  the  hot  new  issues. 

Or,  does  luck  rule? 

Bache  &  Co.,  the  second  big- 
gest U.S.  brokerage  firm,  ranks 
below  1.5th  in  managed  underwrit- 
ing. Yet  Bache  brought  out  Levitz 
Furniture,  one  of  the  hottest  un- 
derwritings  in  years. 

It  is  no  secret  that  several  other 
underwriters  had  earlier  looked  at 
and  failed  to  make  a  deal  with  Lev- 
itz. The  story  is  that  they  just  didn't 
see  much  future  in  the  company: 
One  wanted  to  do  a  small,  local 
underwriting  at  nine  times  earn- 
ings. No  percentage  in  that.  Not 
since  1967-68  when  the  new  issues 
market  was  hot  for  concept  stocks. 

Jay  Cooke  was  then  Bache's 
young  (31)  vice  president  of  cor- 
porate financial  activities  on  the 
West  Coast.  Cooke  became  a  di- 
rector of  Levitz  and  so  did  Peter 
Danes,  Bache's  vice  president  in 
charge  of  the  corporate  finance  de- 
partment. The  two  iiucslincnt  men 


-Talk  About  Long  Shots!- 

suspected  that  even  the  Levitzes 
failed  to  realize  what  they  had. 
Cooke,  Danes,  the  Levitzes  and 
their  auditors  huddled  and  came 
up  with  a  master  growth  plan.  The 
family  had  planned  on  one  or  two 
new  stores  a  year.  The  new  plan 
called  for  many  more.  Best  of  all,  it 
proposed  to  tap  a  potentially  cheap 
source  of  money:  stock  flotations 
at  high  price/ earnings  ratios.  Each 
new  offering  would  finance  a  fresh 
growth  wave  that  would  sweep  the 
stock  up  to  new  highs. 

Bache  finally  brought  out 
350,000  shares  of  Levitz  Furniture 
at  $15,  or  15  times  the  previous 
year's  earnings,  and  split  2-for-l 
in  January  1969.  Then  it  brought 
out  600,000  shares  at  $34  in  May 
1969,  then  400,000  at  $108  in  Ap- 
ril, 1971.  In  all,  the  Levitz  family 
took  $33  millon  out  of  these  of- 
ferings, and  the  company  itself  got 
$32  million  in  expansion  capital. 

The  early  public  stockholders  hit 
the  jackpot:  A  hundred  shares  that 
cost  $1,.500  in  1968  were  worth 
some  $7,000  in  a  year  and,  split  2- 
f'>r-l,  §60,000  recently.  There  are 


indications  that  the  undenvriters 
were  as  surprised  as  anyone.  Bache 
&  Co.  and  its  officers  did  not  take 
options  for  cheap  stock;  instead, 
Bache  got  underwriting  fees  esti- 
mated at  $1.5  million  on  the  tliree 
offerings.  For  Bache,  then,  the  Lev- 
itz deal  was  simply  a  nice  piece 
of  business,  not  a  major  coup. 

The  John  Hancock  Mutual  Life 
Insurance  Co.  fared  better.  In  Oc- 
tober 1970,  it  lent  Levitz  $3  mil- 
lion at  9/4%;  John  Hancock  also  got 
warrants  to  buy  30,000  shares  at 
$25  (adjusted);  it  has  since  sold 
its  shares  for  a  capital  gain  esti- 
mated at  $2  million. 

In  the  end,  Cooke  and  Danes 
did  well.  They  left  Bache  17  months 
ago  to  form  their  own  investment 
firm,  Danes  Cooke  &  Co.  The  Lev- 
itzes gave  their  former  board  mem- 
bers part  of  their  start-up  money. 

But  who  would  have  dreamed  it 
—that  within  four  years  a  little  old 
Pennsylvania  furniture-store  chain 
would  be  the  hottest  thing  on  Wall 
Street  among  all  those  science  com- 
panies and  franchisers  and  nurs- 
ing homes? 
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Blue  Water . . . 

. . ,  and  white  paper— but  not  nearly  as  much  black 
ink  as  HammermiU's  management  would  like. 


'Beautiful,  isn't  it?"  asks  a  vice 
president  of  Hammermill  Paper,  point- 
ing out  his  ofBce  window  at  a  210- 
foot  smokestack  with  wisps  of  thin 
white  smoke  playing  at  its  Up. 
'Steam!"  he  says.  "That's  all  it  is— 
steam!  And  Lake  Erie  is  blue  right 
out  there,  right  beside  our  mill." 

Steam  is  prettier  than  thick,  gritty, 
black  smoke.  And  blue  water  is  pret- 
tier than  dark  brown,  foamy  water. 
But  HammermiU's  experience  shows 
how  costly  ending  pollution  can  be. 

Pennsylvania  has  been  issuing  ever 
stricter  air-  and  water-pollution  con- 
trol requirements.  By  1970  Hammer- 
mill  had  done  all  it  could  at  its  big 
Erie  pulp  mill,  but  the  old  plant  was 
still  in  violation  of  state  codes.  There 
was  no  way  out  for  the  company  ex- 
cept to  gut  the  400-ton  mill  and  re- 
place it  with  a  new  and  larger  pro- 
cess. Estimated  cost:  $35  million. 

First,  Hammermill  encountered  five 
months  of  unexpected  construction 
delays.  The  construction  unions  went 
wild  in  their  wage  demands,  and  the 
delay  cost  Hammermill  $5  million. 
Then,  the  new  mill's  imtestcd  Ham- 
mermill-designed  Neutracel  II  process 
developed  serious  start-up  difficulties. 
After  seven  months  in  operation  the 
plant  is  just  barely  marginal,  running 
at  75%  of  capacity. 

The  new  mill  does  make  Hammer- 
mill more  self-sufficient  in  pulp,  po- 
tentially at  slightly  lower  costs;  but, 
sa\  s  Executive  Vice  President  Donald 
S.  Leslie  Jr.,  "It  isn't  the  kind  of  sav- 
ings that  in  itself  would  justify  the 
investment." 

The  pollution,  inflation  bill  couldn't 
have  been  presented  at  a  worse  time. 
Hammeimill  has  suffered  a  72%  nine- 
month  earnings  decline  over  the  past 
two  years;  it  earned  only  3%  on  stock- 
hqlders'  equity  for  1971.  Says  Presi- 
dent Albert  F.  Duval,  who  became 
chief  executive  last  May,  "Our  prob- 
lems at  Erie  are  one  of  the  most  im- 
portant reasons  for  the  earnings  de- 
cline, but  I  won't  say  it's  the  most 
important  reason." 

The  bigger  headache?  Depressed 
and  significantly  more  competitive 
markets  in  the  long-suffering  printing 
and  writing  paper  business  (35%  to 
40%  of  sales  and,  in  a  typical  year, 
55%  to  60%  of  profits). 

Says  Duval:  "For  the  first  time  in 
many,  many  years  the  printing  and 
writing  industry  had  an  actual  physi- 
cal drop  in  1970  [around  280,000 
tons].  People  haven't  been  making  as 
many     copies     on     copying     paper. 


They've  been  cutting  costs  in  adver- 
tising, one  of  the  biggest  single  uses 
that  our  kinds  of  paper  are  put  to. 
And  there  has  been  a  lot  of  uncer- 
tainty about  postal  rates  in  the  past 
year,  which  has  really  hurt  direct- 
mail  advertising,  or  third-class  mail. 
This  creates  a  lot  of  strain  in  a  com- 
pany like  ours." 

A  good  part  of  that  strain  is  com- 
petitive. Hammermill  is  the  world's 
largest  producer  of  fine  paper,  but 
when  things  get  tough  in  related  pa- 
per lines  (like  magazine  coated  stock, 
which  Hammermill  does  not  make), 
Hammermill  competitors  like  Interna- 
tional Paper  and  Mead  (tied  for  sec- 
ond place)  start  pushing  harder  into 
HammermiU's  preserve.  The  inevitable 
result:  price-cutting. 

Thus  pollution,  recession  and  infla- 
tion have  taken  their  tolls,  but  to  its 
credit,  HammermiU's  management 
has  not  taken  these  problems  lying 
down.  A  smart  move,  begun  a  full 
decade  ago,  took  Hammermill  deeper 
into  specialty  papers.  HammermiU's 
envelope  division  is  now  the  second- 
largest  producer  in  the  country.  Ham- 
mermill is  one  of  the  two  leading 
producers  of  text  and  cover  papers; 
probably  the  country's  largest  produc- 
er of  specialty  kraft  papers  (making 
products  like  the  inside  protection  in 
a  cereal  box);  and  one  of  the  two 
largest  producers  of  rope  paper  used 
for  wrapping  wire  and  as  backing  for 
sandpaper.  All  of  these  areas  had  sub- 
stantial earnings  recovery  last  year. 
So  did  its  $100-million  distribution 
arm,  composed  of  leading  paper  mer- 
chants in  key  eastern,  midwest  and 
southern  cities. 

Like  nearly  everybody  else,  Ham- 
mermill has  had  to  borrow  heavily  in 
recent  years,  but  it  has  borrowed  as- 
tutely. Most  of  the  new  Erie  mill  was 
paid  for  by  means  of  an  exceptionally 
well-timed  $30-million  issue  of  con- 
vertible debentures  bearing  just  5%  in- 
terest, which  came  out  in  May  1968. 
An  additional  $5.5  million  was  raised 
through  the  equally  well-timed  sale 
of  75,000  shares  of  ITT  preferred  in 
late  1970  and  early  1971.  Here  again 
the  effective  cost  of  the  money  was 
quite  low,  just  4/4%— the  dividend  rate 
on  the  preferred. 

Like  most  paper  companies,  Harn- 
meiTnill  is  highly  leveraged— a  bit  more 
fhan  most,  with  a  debt/equity  ratio  of 
just  shghtly  more  than  1:1.  Still,  says 
Duval,  "We've  never  been  even  close 
to  a  cash  crisis.  We  haven't  been  into 
the  banks  on  a  short-term  basis,  even 


though  we've  had  considerable  short- 
term  credit  available  for  many,  many 
years.  We  still  have  111,000  shares  of 
ITT  common  with  a  current  market 
value  of  around  $6.5  million.  And  re- 
member, we're  going  to  have  a  very 
heavy  cash  flow  in  the  next  few  years. 
Our  depreciation  this  year  will  be  al- 
most $20  million  as  against  $14.2  mil- 
lion last  year." 

HammermiU's  capital-spending  pro- 
gram has  been  largely  responsible  for 
the  company's  relatively  low  profita- 
bility: a  five-year  average  return  on 
equity  of  7.5%.  But  this  program  is 
now  almost  completed.  Capital  spend- 
ing dropped  from  $74  million  in  1970 
to  $25  million  last  year  and  is  not 
expected  to  top  $15  million  this  year. 


Sfeam  worth  $40  million,  sig- 
naling the  near  complefion 
of  plant  modernization  and 
pollution-control  programs. 
That's  what  Hammermill 
President  Duval  sees  from  his 
window.  A  crack  marketing 
man,  it's  now  up  to  him  to 
find  the  orders  to  pay  for  it. 


Duval  hopes  to  have  the  Erie  mill  in 
the  black  within  the  next  few  months, 
thereby  eliminating  the  drain  of  start- 
up expenses. 

And  what  of  the  future?  Al  Duval 
will  make  no  predictions,  but  he  says 
this:  "If  the  economy  reacts  anywhere 
near  the  way  the  Administration  and 
the  economists  are  predicting,  we 
would  like  to  think  we  can  top  1970 
earnings  of  $9.2  million  this  year." 
How  much  better,  Duval  won't  say, 
but  he  obviously  is  talking  of  some- 
where between  $1.50  and  $2  a  share. 
That's  still  only  between  6%  and  8%  on 
stockholders'  equity,  but  considering 
the  burdens  management  has  been 
carrying,  it  isn't  all  that  bad.  ■ 
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Making  a  Business  of  Show  Business 

Broadway's  Hal  Prince  is  one  of  tfie  best  producers,  directors,  sliowmen  in  the  busi- 
ness. What  has  made  him  a  millionaire  is  that  he's  also  a  first-rate  businessman. 


i 


This  spring,  at  the  Broadway  The- 
atre on  the  fringes  of  New  York's 
Times  Square,  a  modest  musical  with 
a  Jewish  theme,  Fiddler  on  the  Roof, 
seems  Hkely  to  become  the  longest- 
running  play  in  theatrical  history. 
Fiddler  is  already  the  longest-running 
musical    in    history,    having    outrun 


BMOSTACCLAlMbUfSlCAl 


i^^  BITS  LOW  iliiSICUL 


BEST 
MUSICAl 


■ :.;  s««so 


'^'im^ 


Princely  Pleasures:  In 
ihe  worst  fheatrical  re- 
cession in  decades, 
two  of  Hal  Prince's 
musicals  still  light  up 
the  Broadv/ay  sky.  In- 
terest created  by  the 
movie  has  hypoed  Fid- 
dler's grosses,  and 
Follies  is  gaining 
ground  on  a  flood  of 
twofers.  "The  trouble 
is,"  Prince  says,  "that 
I  can't  foresee  which 
production  is  apt  to  be 
a   big   moneymaker." 


Hello,  Dolly!  last  July,  and  its  promot- 
ers expect  it  to  overtake  Tobacco 
Road  (3,182  performances)  on  May 
4  and  Life  With  Father  (3,224), 
which  was  the  long-run  champion  of" 
them  all,  on  June  17. 

Fiddler  cost  only  $375,000  to  pro- 
duce, peanuts  by  musical  standards 
these  days.  Yet  since  it  opened  in 
September  1964,  it  has  grossed  close 
to  $60  million  in  the  U.S.  alone,  re- 
turned more  than  $7.5  million  in  profit 
to  its  proprietors  and  seems  likely  to 
earn  more  than  $10  million  before  it 
finally  runs  out  some  years  from  now 
—a  sum  that  is  second  only  to  My 
Fair  Lady's  $12  million. 

The  real  star  of  Fiddler  is  Harold 
Smith  Prince,  a  trim,  graying,  rather 
diabofically  bearded  young  man  of 
44  who  produced  the  show.  When 
Prince  took  it  over,  after  having  turned 
it  down  the  first  time  he  saw  it,  every- 
one thought  the  show  was  too  ethnic, 
but  Prince  saw  this  as  a  strength:  "I 
didn't  see  how  it  could  fail,"  he  says. 
"There  are  at  least  3  million  Jews  in 
New  York,  and  I  thought  that  should 
be  enough  to  keep  the  show  running 
for  a  couple  of  seasons.  But  I  never 
foresaw  that  Fiddler  would  run  the 
way  it  did." 

The  success  of  Fiddler  is,  of  course, 
extraordinary.  But  for  Hal  Prince  it  is 
not  really  that  extraordinary.  Over  the 
past  18  years.  Prince,  after  all,  has 
produced  no  fewer  than  five  of  the 
20  longest-running  musicals  in  history. 
Seven  of  his  shows  have  won  Antoi- 
nette Perry  awards  as  best  musical  of 
the  year,  six  have  won  the  same  ac- 
claim from  tlie  New  York  Drama  Crit- 
ics Circle,  and  one  of  Prince's  pro- 
ductions (Fiorello!)  even  walked  off 
with  a  Pulitzer  Prize. 


And  Prince  at  the  moment  is  just; 
entering  his  prime.  He  has  two  shows  i 
running  on  Broadway  currently— Fid- 
dler  on  the  Roof  and  Follies,  which: 
opened  to  generally  ecstatic  reviews 
last  April.  Company,  another  success- 1 
ful  Prince  musical,  has  just  opened  im 
London.    His   first   movie,   Something] 
for  Everyone,  has  become  an  under- 
ground success  after  an  initial  failure. 
In  the  fall  he'll  direct  Eugene  O'Neill's 
The  Great  God  Brown  in  New  York 
and  soon   after   put  into  rehearsal  a 
new  chamber  musical  suggested  by  a 
film  of  Ingmar  Bergman's  that  he  has 
been  working  on  with  composer  Ste- 
phen Sondheim  and  playwright  Hugh 
Wheeler.   By  then,   the  book  he  has 
been  writing  on  his  career  in  the  the- 
ater ought  to  be  off  the  press.  "He 
wants  to  be  a  Renaissance  man,"  says 
his    friend,    director    George    Abbott, 
"and  do  a  lot  of  things." 

Like  Abbott,  who  directed  a  daz- 
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Second  Chance.  Alexis  Smith 
hadn't  made  a  movie  in  ten 
years.  But  in  Follies,  she  daz- 
zled the  critics  and  provided 
the  shove's  best  moments. 


zling  series  of  hit  farces  in  the  Thirties 
and  hit  musicals  in  the  Forties  and 
Fifties,  Prince  is  blessed  with  a  sure- 
fire commercial  touch.  Yet,  for  all  this, 
over  the  years  he  has  moved  farther 
and  farther  away  from  the  comic-strip 
st\  le  of  The  Pajama  Game  and  Damn 
Yankees,  his  two  initial  successes,  and 
tackled  increasingly  subtle  and  diffi- 
cult themes:  the  pogrom  in  Fiddler; 
juvenile  delinquency  (West  Side 
Stonj);  politics  (Fiorello!);  marriage 
(Company);  growing  older  (Follies). 
A  Prince  musical  is  often  neither 
cheerful  nor  even  particularly  tune- 
ful, but  it  is  entertaining,  fast-moving, 
visually  and  musically  exciting,  even 
mtellectually  stimulating.  "His  talent," 
says  Stephen  Sondheim,  the  brilliant 
composer  and  lyricist  who  has  collab- 
orated on  Prince's  last  two  shows, 
"is  the  ability  to  handle  unconvention- 
al material  in  terms  of  truly  popular 
theater." 

Yet,  if  Broadway  pays  lip  service 
to  art,  what  it  really  respects  is  com- 
merce, and  Prince's  record  as  a  mon- 
e>Tnaker  is,  if  anything,  even  more 
impressive.  Since  1954,  when  The  Pa- 
jama Game  proved  a  smash,  Prince  ei- 
ther alone  or  in  partnership  with  oth- 
ers has  produced  a  total  of  19  shows, 
and  in  a  business  where  four  out  of 
every  five  fail,  he  has  had  only  eight 
flops— and  not  all  of  these  total  flops 


{see  table,  p.  22).  As  against  losses 
of  $1.5  million,  the  Prince  shows  have 
so  far  earned  more  than  $15.5  million, 
less  than  half  of  which  is  derived 
from  the  phenomenal  Fiddler  on  the 
Roof.  Such  returns  have  made  Prince's 
backers  rich,  and  have  made  him  a 
millionaire  as  well,  perhaps  even  a 
multimillionaire.  How  could  they  fail 
to?  On  Fiddler  alone,  the  general 
partners— Prince  principally— are  en- 
titled to  1%  of  the  gross,  50%  of  the 
net.  Which  at  capacity  could  mean 
something  fike  $25,000  a  week  from 
this  one  show  alone. 

Benf  Twig 

As  a  child.  Prince  says,  he  always 
dreamed  of  becoming  a  director  and 
playwright  and  having  an  office  high 
up  in  Rockefeller  Center.  Which  may 
be  precisely  the  mixture  of  art  and 
commerce  you'd  expect  from  the  son 
of  a  New  York  stockbroker— the  late 
Milton  S.  Prince,  whose  firm  is  now 
part  of  Stanley  Heller  &  Co.  At  20, 
when  he  got  out  of  the  University  of 
Pennsylvania,  Prince  was  still  stage- 
struck,  and  he  got  a  job  with  George 
Abbott,  from  whom  he  learned  the 
business  of  show  business— casting  and 
contracts,  tickets  and  direction.  Ab- 
bott taught  him  how  to  control  costs 
and  how  to  organize  a  production. 
He  became  his  friend,  his  guide,  his 


Frederick  Brisson,  Rosalind  Russell's 
husband,  joined  them  as  co-producer, 
and  Abbott  agreed  to  direct. 

The  new  producing  team  went 
around  New  York  holding  backers' 
auditions— passing  out  Scotch  and 
potato  chips,  touting  the  book  and 
the  score— and  eventually  got  to- 
gether the  $250,000  they  needed  to 
put  on  the  show.  The  Pajama  Game, 
which  is  what  Bissell's  novel  ended 
up  as,  proved  a  dazzling  success,  and 
Prince  never  had  to  scratch  for  mon- 
ey again.  Like  other  successful  pro- 
ducers—Roger Stevens  and  Robert 
Whitehead,  David  Merrick,  Feuer  & 
Martin— more  often  than  not  he  has 


Prince's  Team.  For  over  a 
decade,  George  Abbott 
fabove^  directed  most  of  the 
musicals  Hal  Prince  produced. 
Prince  now  does  the  directing, 
and  though  Abbott  still 
shares  Prince's  offices,  he  is 
no  longer  an  active  member 
of  the  team.  Prince  now  re- 
lies on  Abbott's  nephew,  Carl 
Fisher,  to  negotiate  contracts 
with  actors  and  theaters,  and 
depends  on  stage  manager 
Ruth  Mitchell  to  get  what  he 
wants  at  prices  he  can  afford. 


mentor.  "He  was  a  young  fella  out  of 
college,"  Abbott,  now  84,  recalls, 
"and  I  put  him  to  work.  He  was  a 
very  bright  fellow,  and  he  had  a 
great  deal  of  talent." 

By  1951  Prince  was  working  as 
assistant  stage  manager  for  Abbott  on 
a  Rosalind  Russell  musical  called 
Wonderful  Town.  The  show's  stage 
manager  was  Robert  E.  Griffith,  and 
Griffith  and  Prince  eventually  decided 
they'd  like  to  produce  a  show  to- 
gether. Griffith  had  read  a  review  of 
a  novel  by  Richard  Bissell  called  Yii 
Cents,  persuaded  Prince  to  read  the 
novel,  and  they  liked  it  so  much  they 
bought  it  as  the  basis  for  a  musical. 


had  to  turn  money  away.  "We  write  a 
letter  to  our  investors,"  says  Prince's 
secretary  Annette  Meyers,  "and  the 
money  just  comes  pouring  in.  On  Fol- 
lies, for  example,  we  had  to  send 
back  $60,000." 

For  a  time  at  least,  the  Griffith- 
Prince  partnership  (Brisson  eventual- 
ly dropped  out)  could  do  no  wrong. 
The  Pajama  Game  was  followed  by  a 
series  of  successful  shows— Damn 
Yankees,  Netv  Girl  in  Town  and  West 
Side  Story. 

But  Prince  was  out  to  do  more  than 
make  money  in  the  theater.  He  was 
successful  not  simply  because  he  was 
a  good  businessman— there  is  no  scar- 
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city  of  those— but  because  he  was 
also  a  creative  man  who  happened  to 
be  a  good  businessman.  Prince  was 
burning  to  get  into  the  creative  end. 
He  wanted  to  direct.  Only  he  couldn't, 
because  of  his  partner  Bobby  Griffith. 
"Bobby  had  always  wanted  to  direct 
himself,"  Prince  says,  "and  he'd  never 
done  it.  So  I  couldn't  either.  Honestly, 
I  waited  until  he  died.  The  minute  he 
died,  I  did  direct,  almost  instantly." 

Coincidentally,  his  first  efforts  as  a 
director  were  financial  flops:  A  Family 
Affair,  She  Loves  Me,  Baker  Street, 
Superman.  Finally  in  1966  he  broke 
through  with  Cabaret,  a  long-running 
smash.  Then  Company  in  1970.  Fol- 
lies in  1971. 

These  were  all  musicals,  but  musi- 
cals in  which  the  conventional  neces- 
sities of  plot  and  character  began  to 
recede  before  the  more  radical  ne- 
cessities of  theme  and  theatrical  vari- 
ation, point  counterpoint.  Prince 
turned  out  to  be  not  simply  a  good  di- 
rector, but  one  of  the  most  imagina- 
tive in  the  theater  today.  "In  the  last 
five  or  six  years,"  says  New  York 
Times  critic  Walter  Kerr,  "Hal  has 
changed  the  face  of  musical  comedy." 

So  Hal  Prince,  producer,  now  plays 
second  fiddle  to  Hal  Prince,  director. 
The  collegiate  costume  of  the  Fifties 
has  given  way  to  blue  jeans  and  cow- 
boy boots,  tight  sweater  and  knitted 
cap.  And  once  a  show  goes  into  re- 
hearsal. Prince  leaves  the  job  of  pro- 
ducing to  his  staff,  generally  con- 
sidered one  of  the  best  in  the  business 
—Carl  Fisher,  his  general  manager; 
Ruth  Mitchell,  his  associate  producer 
and  production  stage  manager;  An- 
nette Meyers,  his  secretary  and  gen- 
eral assistant. 

Show  Biz  or  No  Biz? 

Prince  considers  himself  primaril\- 
a  director  these  days,  but  he  doesn't 
apologize  for  his  ability  to  read  a  bal- 
ance sheet.  "If  Hal  says  he  needs  X 
amount  to  bring  in  a  show,"  says  RCA 
Records  boss  Rocco  Lagincstra,  "he 
comes  in  with  X  amount,  not  X  plus. 
He  knows  what  he  wants  to  put  on 
the  stage,  and  he  knows  what  he 
needs  to  bring  it  there."  Says  Prince: 
"I  want  to  do  what  /  want  to  do  on 
the  stage,"  he  says.  "And  in  order  to 
continue  to  do  it,  I  have  to  be  good  at 
this  thing.  I  have  to  make  money  for 
people,  and  they  have  to  go  along 
with  me. 

"I  like  to  eliminate  as  much  of  the 
gambling  element  as  I  can."  he  sa\s 
"Assuming  you  have  taste,  the  real 
trick  is  being  able  to  say  no-no.  I 
will  not  spend  that  money  because 
it  is  not  artistically  important.  This 
ability  to  say  no  reflects  itself  in  being 
able  to  budget  a  show  properly,  to 
bring    it    in    at    a    figure    that    makes 


Prince's  Fiddler  made  its  backers  rich. 

sense.  For  Follies,  $800,000  makes 
sense.  It  doesn't  make  sense  for  Cab- 
aret. And  you  don't  put  a  show  like 
Follies  into  a  theater  that  can  gross 
only  $75,000  a  week  because  you'll 
never  be  able  to  pay  it  off  even  if  it 
sells  out  every  night.  You  have  to 
work   it  so  you're  not  dependent   on 


100%  of  capacity  and  not  dependent 
on  a  $2-million  movie  sale.  You  want 
a  blockbuster,  of  course,  but  they 
can't  all  be  blockbusters." 

"You  try  to  work  out  something," 
says  Carl  Fisher,  who  draws  up  Prince's 
budgets  these  days,  "so  you  can  stay 
alive  when  the  house  is  two-thirds 
full,  three-fifths  full.  Fiddler  breaks 
everi  at  50%  of  capacity.  Follies  at,  I 
don't  know,  maybe  70%."  With  a 
,break-even  point  of  less  than  60%  of 
capacity,  Company  was  able  to  play 
to  half-empty  houses  during  much 
of  the  20  months  it  ran  in  New  York 
and  still  make  money. 

The  level  of  the  break-even  point 
may  be  critical  because,  to  be  a  finan- 
cial success,  a  show  need  not  neces- 
sarily make  a  great  deal  of  money  in 
its  original  Broadway  run,  but  it  gen- 
erally does  need  to  run  long  enough 
to  be  able  to  establish  the  cachet  to 
support  a  West  Coast  production,  a 
national  tour,  movie  sale  or  stock 
rights,  that  will  make  money.  West 
Side  Story,  Prince  points  out,  was  on- 
ly marginally  profitable  on  Broadway, 
but  it  became  a  blockbuster  as  the 
movie  turned  into  a  smash.  On  the 
movie  sale.  Prince  had  worked  out  a 


Keep 

/'ng  the  Odds  Favorable 

Smart   theatrical   investing,   like   smart   stock 

market   investing. 

boils  down  to 

'cutting  vour  losses  ai 

id  letting 

your  profit. 

>  run." 

Even  Hal  Prince  has  flops- 

-eight  out  of  19— but 

as  against  losses  of 

$1.5  million  on 

the  flops, 

le  netted  ten  times  as 

much  on  the  suc- 

cesses.  Or  you 

could  put 

it  this  way: 

On  a  success  ratio 

of  just 

over  57%,  he  earned  his  investors  a  pr( 

jfit  of  230%  on  their  money. 

Total  Profit 

Date  of 

Number  of 

Number  of  Capitalization 

or (Loss) 

Opening 

Performances 

Investors 

(tfiousands) 

(thousands) 

The  Pajama  Game 

1954 

1,060 

161 

$   250 

$  1,920 

Damn  Yankees 

1955 

1,012 

176 

250 

1,250 

New  Girl  In  Town 

1957 

439 

160 

300 

145 

West  Side  Story 

1957 

1,025 

201 

300 

1,895 

A  Swim  In  the  Sea 

1958 

— 

— 

100 

(49) 

Fiorello! 

1959 

800 

176 

300 

525 

Tenderloin 

1960 

214 

178 

350 

(92) 

Take  Her,  She's  Mine 

1961 

404 

113 

150 

90 

A  Call  on  Kuprin 

1961 

14 

9 

150 

(150) 

A  Funny  Thing  Happened 

on  the  Way  to  the  Foru 

m      1962 

975 

150 

300 

754 

She  Loves  Me 

1963 

303 

145 

300 

(242) 

Poor  BItos 

1964 

17 

73 

90 

(90) 

Flora,  The  Red  Menace 

1965 

87 

142 

400 

(381) 

Superman 

1966 

128 

1 

400 

(400) 

Cabaret 

1966 

1,166 

150 

500 

1,740 

Zorba 

1968 

305 

160 

500 

(150) 

Company 

1970 

706 

155 

550 

28 

STILL  RUNNING 

Fiddler  on  the  Roof 

1964 

3,064^^ 

152 

375 

7,500* 

Follies 

1971 

347'-' 

207 

700 
Grand 

Total 

Total  Invested 

Net  Gain 

$6,265 

$14,293 

•As  of  Feb.  1.  1972. 
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From  Now  On,  Call  Us 


instead  of  Brown  Shoe  Company,  Inc. 

^e've  changed  our  corporate  name  because  we're  literally  outgrowing  our  shoes.  With- 
i  the  past  five  years  we've  branched  into  retail  fabric  stores,  luggage,  children's  and 
ivenile  furniture,  bikes,  tricycles,  outdoor  play  equipment,  athletic  equipment,  family 
wn  gam(>s  and  more  .  .  .  although  the  production  and  sale  of  shoes  at  wholesale  and 
:  retail  is.  and  will  continue  to  be,  the  backbone  of  our  business. 

There  is  no  change  in  our  people,  our  policies,  our  products  or  in  our  many  well- 
known  and  respected  brands.  We're  still  the  same  robust,  healthy  group  of  fine 
quality  products  and  services,  growing  more  robust  and  healthier  every  day. 


MEMBER  COMPANIES  OF  BROWN  GROUP,  INC.— 


ROWN  SHOE  COMPANY— one  of  the  world  s  leading  shoe 
•oducers  and  marketers. 

anufacturers  of  Naturalizer.  Air  Step.  Life  Stride,  Risque,  Miss 
merica.  Camelot  shoes  for  women,  Pedwin  and  Roblee  shoes 
r  men,  Buster  Brown,  Robin  Hood  and  Flips  shoes  for  chil- 
•en  And,  through  Samuels  Shoe  Company,  deLiso  debs  and 
3iter  debs  shoes  for  women.  In  Canada,  Brown  Shoe  Corn- 
any  of  Canada,  Ltd. 


/OHL  SHOE  COMPANY— retailers  and  wholesalers  of  shoes, 
tailer  of  fabrics  for  home  sewing. 

Leased  Retail  Shoe  Departments,  Retail  Stores. 

Wholesaler   of  Jacqueline,    Connie,    Tempos   and   Fanfares 
shoes  for  women. 

Clotti  World,  Fab-N-Trim  and  Sew  'n  Sew  retail  fabric  stores. 


REGAL  SHOE  SHOPS  — retailer  and  importer  of  men's  fashion 
footwear,  operator  of  mens  shoe  stores  and  leased  retail  shoe 
departments. 

Regal  Sfioe  Shops 

Italia  Bootwear.  Ltd. 

JUVENILE   &   RECREATION    PRODUCTS   COMPANIES- 

manufacturers  serving  the  juvenile,  leisure  products  and  travel 
markets. 

Eagle  Rubber  Compaq/— manufacturers  of  balloons, -rubber 
and  vinyl  playballs,  athletic  balls,  family  lawn  games,  athletic 
and  marine  products, 

Hedstrom  Compan/- manufacturers  and  marketers  of  juve- 
nile and  children's  furniture,  tricycles,  sidewalk  bicycles, 
strollers,  baby  carriages,  cribs,  playpens,  gym  sets,  swings, 
slides  and  climbers. 

Norton  and  Hubbard— rnanuiacturers  of  luggage  and  carrying 
cases. 


Dur  New  York  Stock  Exchange  ticker  symbol  will  remain  the  same:  BWS. 

.ast  year  our  sales  were  over  a  half-bilUon  dollars,  net  earnings  were  more  than  $20  million. 


Ve  d  like  to  tell  you  more.  Send  for  our 
ew  pamphlet  explaining  who  and  what 
le  are:  THIS  is  Brown  Group,  Inc. 


Brouun  Group,  Inc. 

8400  Maryland  Avenue 

St.  Louis,  Missouri  63105 

Telephone:  (314)  997-7500 


percentage  deal-$315,000  plus  a  per- 
centage rather  than  a  straight  fee,  so 
that  when  film  grosses  skyrocketed, 
so  did  the  investors'  profits. 

"Hal  will  admit,"  says  Follies  com- 
poser Steplien  Sondheim,  "that  West 
Side  Story  was  one  of  the  few  busi- 
ness mistakes  of  his  career.  Hal  didn't 
realize  what  a  laige  audience  there 
would  be  once  ticket  prices  were  re- 
duced, so  he  made  the  mistake  of 
booking  a  tov.r  starting  in  January. 
The  last  couple  of  months  you 
couldn't  get  into  West  Side  Story.  He 
could  have  run  it  another  six  months, 
but  the  show  had  to  close.  To  make 
up  for  that,  he  biought  it  back  to 
New  York  after  the  tour  for  a  run  of 
about  six  months— also  on  reduced 
prices— and  did  quite  well." 

Keeping  budgets  under  control  is 
not  simply  a  matter  of  being  able  to 


get  the  best  set  or  costume  at  the 
lowest  price,  or  refusing  to  spend  mon- 
ey where  money  doesn't  need  to  be 
spent.  It's  a  matter  of  restricting  run- 
ning expenses  in  the  first  place:  You 
simply  don't  put  more  into  your  prod- 
uct than  you  can  reasonably  hope  to 
take  out.  "You  try  to  keep  your  total 
royalties  under  15%,"  Carl  Fisher  says 
of  the  weekly  percentages  paid  to  the 
producer  and  the  creative  people. 
"You  try  not  to  pay  a  percentage  to 
any  actor.  You  try  not  to  use  any  big 
name  stars." 

"When  they  were  casting  Follies  in 
California,"  says  Annette  Myers, 
"they  said,  'Oh,  a  low-budget  musical,' 
because  we  said  right  away,  'We're 
not  paying  10%  of  the  gross  and  no- 
body gets  $10,000  a  week.'  " 

The  reasons  were  fundamental.  Per- 
centages can  eat  hell  out  of  profits. 

Some  Advice  from  Sitting  Bull- 


In  Fiddler,  for  instance.  Zero  Mostel 
got  $4,000  a  week  against  10%  of  the 
gross.  Add  percentages  like  these  to 
those  that  theatrical  tradition  requires 
to  be  paid,  and  turning  a  profit  is  no 
easy   task.    On   Follies,   for   instance, 
and  Follies  is  typical,  the  arithmetic 
goes    like    this:    12%    of   the    weekly 
gross    goes    to    the    producer    (1%),  \ 
author  (3%),  composer  (4.5%),  direc- ! 
tor    (2.75%),   choreographer    (2.75%).  i 
Still  another  27%  goes  to  the  theater 
owner.    So   that   39%   of   the   weekly 
gross  is  siphoned  off  the  top  before 
any  of  the  expenses  of  running  the  ^ 
show  come  into  play. 

And  it's  not  only  that  Prince  tries  I 
not    to    pay    actors    percentages.    He 
pays    them    as    little    as    he    can.    In  i 
Follies  Prince  got  the  glamour  of  a 
group  of  faded  movie   stars— Yvonne 
De  Carlo,  Gene  Nelson,  Alexis  Smith 


Almost  anything  looks  like  a 
safer  investment.  Hunting  for  oil. 
Panning  for  gold.  Even  buying  hot 
new  stocks.  Pick  up  any  offering 
circular  for  a  theatrical  partner- 
ship and  you'll  find  this  warning, 
courtesy  of  the  Securities  &  Ex- 
change Commission:  "An  investor 
purchasing  a  limited  partnership 
interest  should  understand  that  he 
may  lose  his  entire  investment.  .  .  ." 
That's  right.  Total  loss.  It  hap- 
pens frequently.  But  show  busi- 
ness offers  psychic  returns  no  oil 
well  can  match,  and  for  many  in- 

Smith's  magic  makes  Follies  glow. 


vestors  it  may  almost  be  enough 
to  be  able  to  say,  "Oh,  yes,  I  own  a 
piece  of  that  show."  Anybody  can 
own  IBM,  General  Motors  or  Xer- 
ox, but  Hello,  Dolly!,  My  Fair 
Lady,  Fiddler  on  the  Roof  .  .  .  ? 

Morton  J.  Mitosky,  a  theatrical 
lawyer  and  consultant  on  theater 
matters  to  such  outfits  as  RCA  and 
Columbia  Pictures,  is  probably  the 
largest  individual  investor  in  the 
New  York  theater.  He  has  been  in- 
vesting in  it  for  20  years,  and  he 
has  not  only  made  money,  he  has 
made  lots  of  it.  "What  makes  this 
a  veiy  hazardous  business  is  tliat 
the  new  investor  does  not  have 
entree  to  the  important  and  suc- 
cessful producers— the  Hal  Princes 
and  David  Merricks.  If  you  want 
to  make  an  investment  in  their 
shows,  you  couldn't  do  it.  There 
isn't  room."  Hal  Prince  finances  his 
shows  among  a  group  of  150  or 
so  loyal  private  investors,  most  of 
whom  have  been  with  him  for 
years;  the  minimum  individual  par- 
ticipation is  down  around  $1,000, 
but  $10,000  is  probably  more  typi- 
cal. David  Merrick  generally  works 
with  15  or  20  large  and  often  cor- 
porate investors.  So  the  new  inves- 
tor is  forced  to  turn  elsewhere  and 
generally  ends  up  with  the  newer 
and  less-experienced  producer.  It's 
as  if  IBM  were  closed  to  small  in- 
vestors, and  they  could  only  buy 
into  small  and  speculative  comput- 
er companies. 

Mitosky  argues  that  any  theater 
investor  has  to  accept  the  fact  that 
2/2  to  three  out  of  every  four  shows 
is  going  to  fail  completely,  and  the 
investors  are  going  to  be  totally 
wiped   out.    "But,"    Mitosky    says, 


"when  a  show  hits,  it's  a  very  lu- 
crative investment,  with  high  re- 
turns. On  a  $400,000  investment, 
for  instance,  My  Fair  Lady  will  earn 
close  to  $12  million.  Just  figure 
out  the  arithmetic  on  that  one." 

So  the  wealthy  investor  with  the 
right  connection  can  make  out. 
If  a  show  flops,  he  simply  writes 
off  the  losses  for  tax  purposes.  And 
if  it's  a  hit,  well,  there  are  tax 
problems— but  you  make  money 
and  have  a  lot  of  fun— and  maybe 
you  have  a  good  tax  accountant. 
For  example,  once  a  show  proves 
out,  a  partner  may  sell  a  portion  of 
his  interest  to  somebody  else  for  a 
capital  gain. 

By  the  standards  of  other  busi- 
nesses, theatrical  partnerships  are 
peculiarly  one-sided  arrangements. 
The  public  investor  puts  up  all  the 
money  and  gets  half  of  the  profits, 
if  any,  in  return.  The  producer  puts 
up  nothing,  but  pockets  half  of  the 
net.  In  addition,  he  will  also  gen- 
erally charge  maybe  $500  a  week 
in  office  expense  and  a  percentage 
of  the  gross  as  a  management  fee. 
Often  he  will  rent  lighting  equip- 
ment to  the  production  at  the  go- 
ing rate  of,  say,  $500  a  week,  or 
provide  the  souvenir  program  at  a 
20%  royalty. 

In  such  circumstances,  a  pro- 
ducer can  make  a  very  comfortable 
living  off  a  show  without  ever  pro- 
ducing a  penny  of  profit  for  his  in- 
vestors—so long  as  he  keeps  the 
show  running.  And  Broadway  is 
strewn  with  the  records  of  long 
runs  that  never  even  recovered 
their  initial  investment,  much  less 
paid  any  return  on  it— George  M, 
for  example.  Golden  Rainbow,  The 
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—at  bargain  prices.  "I  think  I've  been 
paid  a  fair  salary,"  says  Alexis  Smith, 
the  onetime  snow  queen  of  the  mov- 
ies who  emerged  from  Follies  as  the 
most  glamorous  woman  on  Broadway. 
"But  in  my  case  I'd  not  worked  in  a 
long  time,  and  neither  Hal  nor  I  knew 
what  the  results  would  be."  Prince 
shows  have  a  way  of  running,  how- 
ever, and  for  an  actor  that  makes  up 
for  a  lot.  "What  good  is  lOf  of  the 
gross,"  Ale.xis  Smith  asks,  "if  the  show 
closes  out  of  tou  n?" 

Management  Matters 

"Cabaret,  Fiddler,  so  many  of  my 
shows  have  appealed  to  very  wide 
audiences,"  Prince  says,  "but  not  Com- 
pany, and  not  so  much  Follies.  You 
have  to  have  a  talent  for  producing 
to  make  shows  like  these  pay  off  and 
get  a  profit  back  to  the  investors. 
Good  producing  means  paying  out  a 


difficult  show  like  Company  as  much 
as  it  does  a  Fiddler,  which  doesn't 
need  that  kind  of  management. " 

Company  opened  in  late  April 
1970,  Prince  explains,  to  generally  en- 
thusiastic reviews— except  from  the  in- 
fluential New  York  Times.  It  prompt- 
ly won  the  New  York  Drama  Critics 
Circle  Award  for  the  best  musical  of 
the  year,  did  well  for  a  short  time  and 
then,  as  its  audiences  realized  it  was 
not  for  them,  business  fell  off.  But 
Company  could  withstand  the  drop. 
It  was  geared  to  operate  at  under 
60?  of  capacity  and  still  break  even. 
"That's  good  producing,"  Prince  says. 
"When  the  gross  went  above  that,  it 
paid  off  some  of  its  production  costs, 
bit  by  bit." 

By  early  1971  business  was  so  poor 
that  Prince  was  trying  to  make  up 
his  mind  whether  to  close  the  New 
York  production  and  send  it  to  Cal- 


Rothschilds.  "Basically,"  Mitosky 
says,  "you  don't  invest  in  a  show, 
you  invest  in  the  producer." 

There  are  indirect  ways  of  in- 
vesting with  some  of  the  front-rank- 
ing producers.  Hal  Prince's  general 
manager,  Carl  Fisher,  heads  a  syndi- 
cate that  regularly  invests  in  the 
shows  he  is  involved  in,  and  so 
does  Prince's  associate  producer, 
Ruth  Mitchell.  First  Theater  In- 
vesting Service  was  especially  cre- 
ated by  Seymour  V'all,  a  onetime 
television  ad  salesman,  to  provide 
the  small  investor  an  opportunity 

Follies  formula:  Beautiful  nostalgia 


to  invest  in  shows.  FTIS  charges  a 
fat  10%  commission  on  every  dollar 
it  takes  in,  and  sometimes  picks 
up  a  percentage  of  a  show's  net  as 
additional  commission  if  it  pays  off. 
But  FTIS  doesn't  always  have  ac- 
cess to  the  most  promising  shows 
around,  either. 

Show  people— actors,  press 
agents,  costumers,  dressers,  elec- 
tricians—tend to  put  their  money 
into  something  else.  "I  take  enough 
risk  without  putting  my  own  mon- 
ey in  a  show,"  says  Carl  Fisher. 
Fisher  generally  earns  a  mere  $400 
a  week  and  gambles  that  the  show 
will  do  well  enough  to  yield  the 
5%  of  the  profits— off  the  top— his 
contract  normally  provides  for. 
"Don't  put  no  money  in  show  busi- 
ness," says  Follies  star  Alexis  Smith. 
"You  remember— in  Annie  Get 
Your  Gtwi- Sitting  Bull  kept  say- 
ing, 'Don't  put  no  money  in  show 
business.  Don't  put  no  money  in 
show  business.' " 

What  worries  Mitosky,  Vail,  Hal 
Prince,  everybody  in  the  theater 
these  days,  is  the  alarming  rate  at 
which  production  costs  have  been 
rising  and,  as  costs  have  risen,  the 
rate  at  which  investment  returns 
have  declined.  Prince  maintains 
that  a  50%  return  these  days  is  "ter- 
rific," and  in  any  other  business  it 
would  be,  but  not  in  one  where 
inordinate  profits  here  are  neces- 
sary to  offset  inordinate  losses 
there.  Mitosky  views  the  prob- 
lem with  the  professional's  studied 
aplomb:  "I'm  in  this  business  be- 
cause I'm  doing  what  I  love.  I  love 
the  theater.  I  just  love  it.  I'm  sim- 
ply more  careful  with  my  invest- 
ments these  days." 


ifornia  or  do  it  with  a  brand-new  com- 
pany. "I  guessed  the  show  would  win 
the  Tony  award,"  he  says,  "so  I  de- 
cided to  finance  another  company  to 
tour  and  leave  the  one  in  New  York, 
even  though  it  was  marginal.  We  won 
the  Tony  award.  Business  immediate- 
ly went  up  to  80%  or  90%  of  capacity, 
and  the  show  paid  off  quickly.  Then 
when  the  excitement  faded,  we  went 
back  to  60%  again.  Meanwhile,  the 
national  company  paid  off  its  produc- 
tion costs  and  is  now  playing  around 
the  U.S.  By  the  time  that  tour  is 
over,  the  show  will  have  made  at  least 
a  25%  profit  on  its  investment.  I  think 
good  producing  accounts  for  a  show 
that  might  have  closed  in  one  season 
running  more  than  a  year  and  a  half 
on  Broadway  and  almost  that  long 
on  tour." 

So,  although  only  a  spotty  success. 
Company  will  be  a  moneymaker.  With 
large  and  often  guaranteed  audiences 
in  Washington,  Detroit  and  Chicago 
coming  up.  Prince  nonetheless  ex- 
pects to  distribute  upwards  of  an- 
other 10%  profit  on  Company  by 
spring,  and  with  stock  and  amateur 
productions  now  becoming  available, 
as  much  again  by  summer.  And  there 
still  remains  the  prospect  of  a  movie 
sale  that  could  make  all  the  differ- 
ence. "It'll  come  out  to  at  least  25%," 
Prince  says.  "But  you  can  see  how 
perilously  close  that  is  to  not  coming 
out  at  all." 

Follies'  Follies 

Follies  was  Prince's  biggest  gam- 
ble. At  nearly  $800,000,  its  produc- 
tion costs  were  sky-higli- so  liigh  it 
would  need  to  run  more  than  eight 
months  at  capacity  just  to  recover 
them.  Worse,  with  a  large  orchestra, 
a  cast  of  50,  a  complicated  set.  Fol- 
lies opened  with  a  break-even  of 
$85,000  a  week,  later  reduced  to 
$79,000  and  then  below  as  the  pro- 
ducer and  creative  people  cut  back 
their  royalties.  In  the  worst  theatrical 
recession  since  the  war,  that  meant 
Follies  was  headed  for  trouble. 

With  an  advance  sale  of  $1  million, 
Follies  played  to  nearly  full  houses 
initially,  netting  more  than  $12,000 
a  week  on  a  gross  of  more  than 
$100,000,  paying  off  $78,000  it  had 
borrowed  and  returning  $35,000  to 
its  investors.  But  so  far  that's  it.  By 
September  grosses  had  dropped  to 
around  $80,000  and  bv  the  week  be- 
fore Christmas  to  $32,000. 

To  get  Follies  back  in  the  black, 
Prince  put  the  show  on  twofers  (that 
is,  reduced-price  tickets)  at  the  first 
of  the  year.  "Twofers,  I  presume,  will 
take  care  of  the  back  of  the  house, 
and  the  front  stays  the  same.  They 
make  the  difference  between  break- 
ing even  and  making  a  profit."  Then, 
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in  June,  Prince  will  probably  move 
the  New  York  production  ^o  open 
the  new  Shubert  Theatre  in  Los  An- 
geles and  get  back  into  the  big  mon- 
ey. "Before  then  I'd  like  to  return 
some  more  money  to  the  investors." 

"Follies,"  Prince  says,  defending  his 
gamble,  "had  to  be  done,  and  proper- 
ly. And  to  be  done  properly,  it  had  to 
cost  more  than  any  other  show  I've 
been  involved  with.  You  do  what  the 
material  dictates.  It  grew  out  of  an 
adoration  for  Fellini— I  wanted  to  see 
if  you  could  put  on  the  stage  that 
kind  of  bravery,  guts,  audaciousness, 
pretentiousness." 

Is  Prince  beginning  to  sound  like  a 
man  whose  ego  and  creative  drive 
are  beginning  to  overwhelm  his  busi- 
ness .sense?  "Hal  is  gradually  falling 
into  the  trap  I  never  thought  he 
would,"  Walter  Kerr  says.  "The  big 
budget.  Hal,  after  all,  was  trained 
under  George  Abbott  and  Bobby  Grif- 
fith, and  they  know  how  to  keep  a 
musical  under  reasonable  cost.  If 
you're  going  to  do  the  sort  of  dark 
musical  comedy  Hal  is  interested  in 


these  days— a  musical  with  shadows— 
you'd  better  be  sure  you're  not  over- 
budgeting  yourself." 

Perfectly  true.  Prince  made  a  finan- 
ciaiiN^  successful  musical  out  of  the 
daik  moods  of  Hitler's  Germany  in 
Cabaret.  And  he  tried  to  make  an- 
other out  of  the  mood  of  urban  de- 
spair in  Company  and  succeeded,  if 
less  dramatically.  In  Follies,  he  turned 
to  the  linked  themes  of  youth  and 
aging,  innocence  and  responsibility, 
cynicism  and  hope.  But  as  his  theatri- 
cal ambitions  have  grown,  his  audi- 
ences have  become  more  specialized, 
and  his  financial  returns  have  nar- 
rowed. "We  followed  our  taste," 
Prince  says.  "Originally  there  were 
three  producers  and  one  director,  and 
I  was  one  of  four.  Now  there's  one 
producer  and  one  director,  and  that's 
me.  But  it  was  always  our  taste." 

So  what  else  can  Hal  Prince  do 
but  follow  his  own  taste  and  hope 
that  his  audience  follows.  Abbott,  for 
example,  piled  up  one  commercial 
success  after  another,  not  necessarily 
because  he  set  out  to  do  crassly  com- 


mercial shows,  but  because  his  taste 
reflected  the  audience's.  And  then, 
mysteriously,  Abbott  seemed  to  lose 
his  touch.  "You  never  can  tell  when  a 
show  will  find  an  audience,"  says  Ab- 
bott. "If  it's  good,  it's  likely  to.  Hal's 
anxious  to  do  things  off  the  beaten 
path.  If  you  have  a  Fiddler  on  the 
Roof  running,  you  can  afford  to  be  a 
little  reckless." 

But  only  a  little. 

"That's  why  I'm  primarily  concerned 
with  returning  money  to  the  inves- 
.tors,"  Hal  Prince  says.  "So  I  can  go 
on.  After  Fiddler  and  Cabaret,  I'll 
have  to  have  a  lot  of  flops  before  my 
investors  would  find  themselves  even. 
I  want  to  be  allowed  to  have  a  flop, 
or  a  show  that  just  pays  oft.  I  want 
to  be  able  to  pay  50%  profits,  which 
today  I  consider  terrific.  It's  the  only 
way  that  I  can  continue  doing  what 
I  want  to  do." 

"I  have  a  feeling,"  says  actress  Peg 
Murray,  a  friend  who  for  years  has 
played  Golde  in  Fiddler,  "that  Hal 
isn't  all  used  up  yet.  He  isn't  all  clear. 
He's  got  more  pages  to  come."  ■ 


Outsiders  have  the  idea  that  plays 
and  musicals  are  written.  In  fact, 
they  are  crafted.  Musicals  in  par- 
ticular are  almost  pure  collabora- 
tions, with  the  director  playing  the 
principal  creative  role.  Take  Hal 
Prince's  Company,  for  instance. 
That  show  came  about  because 
George  Furth,  a  casual  friend  of 
composer  Stephen  Sondheim,  sat 
down  one  day  and  wrote  II  short 
plays  about  1 1  marriages  and  even- 
tually asked  Steve  Sondheim  what 
he  thought  of  them.  Sondheim  in 
turn  eventually  asked  Hal  Prince, 
and  Prince  said  finally,  or  so  Sond- 
heim remembers,  "  T  think  George 
Furth's  stuff  is  just  terrific.  Do  you 
suppose  they  would  make  a  musi- 
cal?' And  I  said  it  would  be  a  very 
odd  one,  and  he  said,  'Well,  would 
you  do  it?'  And  it  sounded  so  im- 
possible I  said  yes." 

So  Furth,  Sondheim  and  Prince 
started  to  work  trying  to  figure  out 
how  to  weld  1 1  disparate  plays  in- 
to an  evening,  and  eventually  came 
up  with  the  Boljby  character-the 
third  persui.  who  knows  all  the 
married  couples  in  the  plays  and 
so  ties  them  together.  \\'ith  that, 
all  the  plays  were  thrown  out,  ex- 
cept one  an  J  i^^ -^  •"  nnother 
and  Furth  s»t  to  w  >■ 

"The  first  thi;.,,  ,,  ^.,;  Sond- 
heim says,  "is  sit  down  with  Hal 
and  talk— about  what  the  show 
should  be  aV«nit,  what  should  it 
feel  like,  "hat  should  it  look  like, 
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what  should  the  tone  and  style  be. 
Then  you  get  down  to  specifics. 
Okay,  how  do  you  tell  the  story? 
Hal  likes  to  start  right  away  with 
the  way  things  look.  I  always  ask 
him  when  I'm  starting  a  number, 
what  do  you  see  on  the  stage— Is 
everybody  in  yellow  bathrobes? 
What  do  you  see?— because  he 
thinks  visually  and  I  think  aurally, 
and  he'll  say  something  crazy  like, 
'I  don't  know,  but  there  are  lots  of 
flowers.'  And  that  gives  me  some 
place  to  take  off  from." 

Follies  was  an  idea  Sondlieim 
and  playwright  James  Goldman 
had  been  working  on  for  five  years. 
It  was  a  realistic  play  about  a 
group  of  middle-aged  show  peo- 
ple having  a  party.  But  when  Hal 
Prince  read  it,  Sondheim  recalls, 
he  connected  it  with  that  photo- 
graph of  Gloria  Swanson  (left)  in 
the  i-ubble  of  the  Roxy  Theatre. 
"  'That's  what  the  show  should  be,' 
he  said.  'There's  not  enough  of  a 
torn-down  atmosphere,  not  enough 
rubble.  There  should  be  rubble  all 
over.'  Click  in  his  head  between 
the  feeling  of  the  photograph  and 
the  feeling  of  the  material,  and  the 
show  was  totally  rewritten.  We  had 
assiduously  avoided  ghosts  or  flash- 
backs, but  Hal  said,  'The  mem- 
ories should  be  there  all  evening 
long.'  And  with  that  we  devised 
the  idea  of  having  double  charac- 
ters-young and  old,  and  the  pat- 
tern for  Follies  was  set." 
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Why  we  send  you  a  copy 
of  this  particular  book 
with  your  introductory  ^ 
subscription  to 

FORTUNE 


Hedge-Fund 
Miseries 

The  New  Strength 
in  Energy  Stocks 
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New  Options 

Rating  the 
Municipal  Bonds 
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Investing  in 
Original  Prints 

The  Case  for 
Bank  Stocks 

Living  with 
Tax  Reform 


How  Safe  are 
Tax-Exempt  Bonds 


The  New  Growth  in 
income  Funds 


Before  you  make  an  investment  de- 
cision, we  suggest  you  read  A  Hand- 
book of  Personal  Investing  Ideas 
from  Fortune. This  new  book,  avail- 
able exclusively  through  Fortune, 
offers  a  realistic  appraisal  of  invest- 
ment opportunities  and  pitfalls. 
During  these  turbulent  times,  it's  a 
book  that  both  large  and  small  in- 
vestors will  find  rewarding  to  read. 

We  would  like  to  send  you  a  com- 
plimentary copy  of  A  Handbook  of 
Personal  Investing  Ideas  from  For- 
tune —  and  we  can  with  your 
acceptance  of  an  introductory  sub- 
scription to  Fortune. 

Our  offer  is  a  good  one :  the  next  21 
months  of  Fortune  for  $14.75  — 
that's  $13.25  less  than  at  the  annual 
subscription  price;  $27.25  less  than 
the  newsstand  cost. 

Why  it  pays  to  invest 
in  a  Fortune  subscription 

While  Fortune  costs  a  little  more 
than  other  business  publications, 


you  can  expect  to  gain  considerable 
value  for  your  dollar.  The  reason  is 
simple.  Fortune  spends  the  time  and 
money  to  probe  deeper  and  uncover 
the  information  you  need  to  make 
more  ihtciligent  business  decisions. 
This  skill  has  won  the  attention  of 
the  world's  most  successful  execu- 
tives and  investors,  who  rely  on 
Fortune's  authoritativeness.  It  has 
also  attracted  a  growing  number  of 
middle  managers  and  professional 
people  who  regard  a  subscription 
to  Fortune  as  an  indispensable 
investment  for  career  and  income 
growth. 

Six  vital  Fortune  features 

1.  Economic  forecasting  that  may 
be  the  most  accurate  anywhere. 

2.  Corporation  stories  that  tell  you 
why  companies  make  money  and 
lose  it,  what's  right  and  wrong  with 
management. 

3.  Industry  reports  that  dig  deep, 
for  information  that's  fresh  and 
original. 


4.  Sophisticated  investment  intelli- 
gence in  every  issue  —  but  no  hot 
tips  for  the  gullible. 

5.  Expert  guidance  on  management 
problems,  based  on  painstaking  re- 
search. 

6.  Technology  reports  that  explain, 
in  plain  English,  what  scientific  ad- 
vancements mean  to  you  and  your 
business. 

And  that's  just  a  start 

Fortune  also  investigates  the  non- 
market  factors  —  consumerism,  the 
environment  movement,  govern- 
ment regulation  and  fiscal  policy, 
urban  problems  —  that  have  a  de- 
cided effect  on  planning,  pricing 
and  profits.  No  other  business  pub- 
lication explores  these  important 
areas  as  thoroughly  as  Fortune. 

We  believe  that  this  is  a  logical  time 
for  you  to  try  Fortune.  It's  simple 
enough;  just  fill  out  and  mail  the  ac- 
companying card  —  or  write  to 
Fortune,  541  North  Fairbanks 
Court,  Chicago,  Illinois  60611. 


Can  Wells  Fargo  Deliver? 

Well,  it  has  determination  and  plenty 
of  patience.  But  the  terrain  is  rough 
and  there  are  lots  of  hostile  Indians. 


Chief  executives  love  to  talk  about 
their  long-range  plans.  It's  one  way 
of  taking  their  minds  off  the  present's 
seemingly  insoluble  problems. 

Which  brings  us  to  the  tale  of 
Richard  Cooley  and  Wells  Fargo. 

Cooley  says  he  is  revamping  the 
120-year-old  bank,  but  he  needs 
more  time.  So  far  he  has  had  five 
years,  and  operating  earnings  have 
been  flat  at  around  $3.55  a  share 
for  the  last  three.  Today  Wells'  stock 
is  selling  at  $42,  roughly  what  it 
went  for  a  decade  ago.  What's  worse, 
Cooley  is  already  writing  off  1972 
and  1973.  Says  he:  "Don't  look  for 
any  substantial  improvement  until 
1974."  In  other  words,  wait  till  the 
year  after  next.  Even  the  old  Brook- 
lyn Dodgers  promised  more  than  that. 

On  the  face  of  it,  Cooley  is  making 
excuses  and  .seems  lieaded  toward 
the  nearest  unemployment  office.  But 
here's  where  the  tale  takes  a  curious 
turn.  His  job  isn't  in  jeopardy.  Quite 
the  contrary.  His  directors  are  full  of 
praise.  One  of  them,  James  Hait,  se- 
nior consultant  and  a  director  of 
FMC  Corp.,  says:  "Immediate  gains 
are  secondary.  The  long-range  pros- 
pects are  excellent  because  he's  lay- 
ing a  good  foundation  now." 

Hitched  to  a  Sfogecoach 

When  Cooley  replaced  67-year-()ld 
Ransom  Cook  late  in  1966,  he  took 
the  reins  of  a  venerable  San  Francisco 
regional  bank  with  a  magic  name 
that  naturally  attracts  customers. 
Thanks  to  its  stagecoach  origin,  Wells 
Fargo  &  Co.— as  one  banker  puts  it— 
"sounds  like  the  West."  And  the  bank 
capitalizes  on  that  by  pbscering  stage- 
coaches on  everythmg  from  its  bill- 
l)oards  to  picture  checks. 

But  Cooley  and  his  '.omd  chair- 
man, Ernest  Arb\ic'''''\  >••;.  '  -I- 
dled  with  .several  "  ■ :      '       t 

First,  althougli  il  ■  ' 

and  ranked  right  L^chir.d  ginr>  ii.ink 
of  America  in  northe'-n  C^'ifomin    r>£. 


bank  didn't  have  a  single  branch  in 
the  south.  That  means  it  was  ignoring 
60%  of  the  state's  banking  market. 
Years  before,  it  and  Security  Pacific 
National  Bank  of  Los  Angeles  tacitly 
agreed  to  a  nonaggression  pact- 
Wells  would  stay  north  of  Fresno,  Se- 
curity south  of  it.  Meanwhile,  they 
daydreamed  about  merging.  "They 
sat  on  their  hands,"  says  a  new  Wells 
officer,  "and  eventually  the  Justice  De- 
partment ruled  out  such  big  mergers." 

Second,  Wells  was  overloaded  with 
relatively  low-interest  real  estate  loans. 
That  came  with  the  northern  terri- 
tory. Down  south,  the  numerous  sav- 
ings &  loan  associations  gobble  these 
up,  leaving  banks  a  healthier  propor- 
tion of  high-interest  consumer  loans. 

Third,  Wells  had  fallen  way  behind 
overseas.  In  1961  it  became  one  of 
the  first  major  banks  to  open  a  repre- 
sentative office  in  Japan.  But  between 
then  and  1966,  management  didn't 
push  international  operations.  The 
bank  hadn't  even  applied  for  approv- 
al to  upgrade  the  Japanese  office. 

And  fourth,  six  years  after  it  had 
acquired  the  American  Trust  Co., 
Wells  was  still  ironing  out  the  merger. 
American  gave  Wells  100  northern 
branches  to  add  to  its  13,  strong  re- 
tail (consumer)  banking  to  comple- 
ment its  wholesale  (company)  busi- 
ness, and  young  managers,  including 
Cooley.  But  the  mesh  was  a  mess, 
and  profit  margins  had  declined  from 
10.3%  in  1960  to  7.9%  in  1966. 

Cooley  had  a  choice.  He  could  ig- 
nore the  basic  shortcomings  and  con- 
centrate on  cutting  internal  costs,  a 
job  he  had  already  started  before  his 
promotion.  Thus,  he  could  log  a  cou- 
ple of  good  years.  Or  he  could  dive 
into  the  deeper  dilemmas. 

He  dove. 

In    1967    he    opened    Wells'    first 

"Ihland  branch,  acquired  another 
--:  ;2  million  and  promised  to  estab- 
lish 48  more  down  there  by  the  end 
"'^  ^f>"'>.  Also,  with  several  partners, 


he  jumped  into  the  credit  card  game 
with  Mastercharge  (a  move  B  of  A 
had  accomplished  on  its  own  seven 
years  before  with  BankAmericard). 
In  addition,  he  drew  up  an  interna- 
tional strategy  a  la  Morgan  Guaranty. 
Clearly,  it  was  too  late  for  mass  *i 
branching  overseas.  B  of  A,  Chase 
Manhattan  and  First  National  City 
Bank,  had  covered  that  route  by  the 
early  Sixties.  So  Wells  would  enter 
only  a  handful  of  major  markets,  no- 
tably Latin  America  and  the  Pacific 
Basin,  and  concentrate  on  its  Califor- 
nia-based customers  and  foreign  mul- 
tinational corporations. 

Bushwhacked  by  Basics 

For  a  while  Cooley  got  away  with 
up  to  7%  gains  in  annual  operating 
earnings.  But  then  in  1970  the  bank's 
basic  problems  caught  up  with  him. 

Inflation  and  the  Government's 
tight-credit  policy  sent  the  cost  of 
funds  soaring,  and  Wells  was  trapped. 
Since  passbook  and  time  deposits  pro- 
vide an  unusually  high  60%  of  its 
funds,  the  bank  had  to  boost  its  in- 
terest payments  merely  to  discourage 
customers  from  withdrawing  their 
savings  and  investing  elsewhere.  Even 
then  the  bank  had  to  borrow  addi- 
tional funds  (at  up  to  9.5%)  to  keep 
its  promises  to  its  best  customers.  It 
found  itself  seemingly  borrowing 
money  at  higher  rates  than  it  was 
lending  it.  And  to  top  it  off,  a  big  35% 
or  so  of  its  lending  capacity  was 
buried  in  real  estate  and  yielding 
6.6%,  while  the  prime  rate— the  lowest 
rate  most  big  borrowers  were  paying 
—hovered  around  8.5%. 

That  was  only  half  of  it.  Southern 
California's  aerospace  industry  col- 
lapsed, and  with  it  went  Cooley's  last 
slim  chance  to  get  his  new  branches 
solidly  in  the  black  any  time  soon. 

Why  didn't  Wells  slow  down  until 
the  economy  rebounded?  Because 
southern  expansion  is  a  cornerstone 
of  Cooley's  long-range  plan.  Wells 
must  have  the  south's  interest-free 
checking  accounts  and  consumer 
loans  to  offset  the  north's  interest- 
bearing  savings  accounts  and  real  es- 
tate loans.  And  in  any  event,  the 
bank's  big  customers  are  demanding 
statewide  service.  So  Wells  kept  slug- 
ging away  despite  the  expense,  which 
was  roughly  $450,000  i^er  branch, 
30%  higher  than  expected. 

Wells'  earnings  in  1970,  and  again 
in  1971,  were  as  flat  as  a  San  Diego 
tortilla.  These  were  vintage  years  for 
such  banks  as  First  National  City. 

Undiscouraged,  last  April  Cooley 
made  a  bold  bid.  Wells  offered  $95 
million  in  cash  and  notes  for  First 
Western  Bank  &  Trust  Co.  of  Los  An- 
geles, which  holds  62%  of  its  $l-bil- 
lion  deposits  in  the  south.  The  merger 
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D.C.  Andrews?  NOW, 
Tom,  how  can  we 
'  explain  why  Emery 
bought  an  ocean 
freight  forwarder? 


Well,  look  at  it  this  way.  John. 
Since  we're  in  the  business  of 
distribution  logistics,  we  want  to  be 
able  to  serve  a  full  range  of  shipping 
needs  of  our  custonners 

Why  should  an  air  and  sea 
shipper  have  to  split  the  responsibility 
for  his  overseas  freighf^  To  wrap  all 
of  his  shipping  in  one  Emery  package, 
we  bought  D  C  Andrews,  an  ocean 
freight  forwarder  and  broker  with  a 
long  history  of  efficient  service 

WithDC  Andrews  in  the 
Ennery  picture,  we  can  coordinate 
and  simplify  the  shipper's  entire 


operation.  We  can  give  him 
lexibility  and  efficiency  in 
hisdistnbution  patterns. 
The  Andrews  expertise 
in  marine  freight 
economics  and 
schedules  plus  Emery's 
computerized  command 
of  air  distribution  makes 
us  invaluable  for 
intermodal  combinations 
of  any  commodity  or 
distnbution  pattern. 

Theres  another  big  advantage 
in  the  Emery-Andrews  mating  One 
responsibility.  Pity  the  poor 
exporters  and  importers  today  with 
all  their  shipping  risks,  f^/luch  easier, 
isn't  it,.todeal  only  with  reliable 
Emery  instead  of  a  lineup  of 
different  carriers'?* 

I  think  D.  C  Andrews  will  do  a 
lot  for  our  air  shippers.  Particularly 


in  providing  a  wealth  of  knowledge 
and  experience  in  countries  we  are 
about  to  add  to  the  places  Emery 
serves. 

As  our  services  grow  and 
extend  to  new  areas,  theres  a  real 
place  for  D.  C.  Andrews  in  the  Emery 
family.  Joining  other  members  like 
Japan-Emery,  for  Far  Eastern 
traffic.  Gilbert  Systems,  for 
garments-on-hangers  transport. 
Cargo  Facilities  Inc.,  for  total 
distribution  services- 

It's  becoming  quite  a  family, 
John.  But  that's  what  happens  when 
you're  giving  birth  to  new  services 
to  meet  new  needs. 


Before  this  pilot  flev\ 
had  to  fly  a  Xerox  compuo 


Photograph  taken  at  United  Air  Lines  rijght  Training  Center,  Denver,  Colorado. 


XEROXi^  IS  a  trademark  of  XEROX  CORPORATION. 


)eing747one  mile,he  first 
^000  miles. 


hat's  right,  a  Xerox  computer 

Some  people  think  of  Xerox  as  a  copier  company,  but 
owadays  we're  working  on  lots  of  things  to  help  man  make 
etter  use  of  all  the  information  available  to  him.  Including  a 
/holefamilyof  computers  especially  known  for  their 
ersatilityand  reliability 

Because  of  these  capabilities,  our  computers  are  being 
ised  to  control  highly  complex  flight  simulators  for  the 
toeing  747  superjet.These  simulators  are  designed  to 
eenact  real  flight  situations,  even  going  so  far  as  to  produce 
)itch,  roll  and  yaw  (sideways  as  well  as  up  and  down). 

While  all  this  is  going  on,  the  Xerox  computers  keep 
rack  of  each  situation  and  the  pilot's  reaction  to  it.  Later 
ie  can  study  his  responses  to  improve  or  correct  his 
echniques.  Without  once  risking  an  expensive  new  747. 
)r  human  life. 

People  with  all  kinds  of  needs  have  been  trusting  Xerox 
:omputers  for  some  time.  Today  our  computers  help  monitor 
Dritically  ill  patients,  ease  highway  congestion  and  control 
Tiunicipal  power  plants.  Among  other  things. 

AH  together,  these  computers  are  just  one  more  way 
Kerox  is  helping  man  expand  his  knowledge  of  the  world. 


XEROX. 


would  boost  Wells'  southland  branch- 
es from  39  to  94.  The  seller:  World 
Airways,  the  Oakland-based  charter 
airline,  which  bought  First  Western 
from  James  Ling  four  years  ago. 

However,  there  is  a  major  obsta- 
cle. Justice  Department  trustbusters 
have  just  sued  to  prevent  the  merger 
of  California's  third-largest  bank 
(with  10.1%  of  the  market)  with  its 
eighth-largest  (1.8%),  even  though 
Wells  is  willing  to  sell  First  Western's 
41  northern  branches  {see  box). 

But  with  or  without  the  acquisi- 
tion, bank  officials  claim  that  Wells 
has  enough  going  for  it  to  about  dou- 
ble its  earnings  to  $60  milhon  over 
the  next  five  years. 

•  The  bank's  basic  business  is  ex- 
panding, partly  because  the  nation's 
200  largest  companies  have  started 
borrowing  from  big  regionals  like 
Wells.  And  also  because  it  is  now  ag- 
gressively seeking  consumer  and  small 
business  lending.  Most  big  banks  are 
reporting  soft  loan  demand  this  win- 
ter. But  not  Wells. 

•  Mastercharge,  which  cost  Wells 
$6  milhon  as  late  as  1967,  is  finally 
in  the  black. 


Bank  Vice  President  Joe  Hag- 
garty  borrowed  the  idea  from  a 
group  of  retail  executives.  They 
had  come  in  last  summer  seeking  a 
big  loan  so  they  could  buy  the 
store  they  worked  in.  Suddenly  it 
hit  him— if  they  can  do  it,  why 
can't  I? 

Haggarty's  bank,  the  $l-billion 
(deposits)  First  Western  Bank  & 
Trust  of  Los  Angeles,  was  on  the 
block  again  for  the  fourth  time  in 
ten  years.  This  time  Wells  Fargo 
&  Co.  was  the  prospective  buyer. 

But  Wells,  in  turn,  figured  gov- 
ernment trustbusters  would  never 
permit  it  to  add  all  96  branches  to 
its  284.  So  Wells  planned  to  spin 
off  First  Western's  41  northern 
branches  to  the  highest  bidder. 

Haggarty  contacted  Bangert  & 
Co.,  a  new  San  Francisco-based  in- 
vestment company  that  specializes 
in  employee  takeovers.  Yes,  the  in- 
vestment men  assured  him,  the 
Bangert  approach  could  work  as 
well  for  banks  as  it  has  for  many 
other  businesses.  The  formula— the 
brainchild  of  attorney  Louis  Kelso, 
who  wrote  The  Capitalist  Manifes- 
to—is roughly  this: 

If  a  company's  stock  is  worth, 
say,  $1  million,  the  employees  (or- 
ganized as  a  nonprofit  voting  trust) 
try  to  borrow  that  much  from  a 
bank  and  put  up  the  stock  as  col- 
lateral.  Then   over   the   years   the 


•  Its  additional  data  processing, 
leasing,  real  estate  and  venture  capi- 
tal operations  add  only  a  few  cents 
per  share  profit.  But  its  boss,  Leonard 
Marks  Jr.,  the  Times  Mirror  Co.'s  for- 
mer head  of  corporate  development,' 
says  his  group  will  contribute  10%  of 
Wells'  profit  by  1976. 

•  The  350-man  International  di- 
vision, led  by  former  State  Depart- 
ment official  Robert  Bee,  already  ac- 
counts for  8%  of  Wells'  net.  By  1976, 
International  is  expected  to  account 
for  25%  of  Wells'  earnings. 

•  And,  there  is  plenty  of  room  left 
in  the  south.  "Southern  California," 
says  bank  economist  Harold  Buma, 
"will  keep  us  busy  for  20  years." 

"I  can't  think  of  another  major 
bank,"  says  Cooley,  "that  has  big 
markets  like  Southern  California  and 
international  ahead  of  it.  That's  a  lot 
of  potential  growth." 

And  Chaiiman  Arbuckle  adds: 
"During  the  last  three  to  five  years 
we  have  almost  created  a  new  bank. 
So  I  don't  think  I'm  unreasonable 
when  1  say— give  us  two  more  years." 

Will  Dick  Cooley  deliver?  Did  he 
get  the  job  ten  years  too  late  to  really 

-Bankers  Can  Dream  Too  - 


company  retires  the  debt  by  mak- 
ing an  annual  contribution  to  the 
trust.  The  contribution,  deducted 
from  the  company's  pretax  profits, 
is  simply  passed  on  to  the  bank. 

Last  month  Haggarty,  fellow  em- 
ployees and  outside  investors  sub- 
mitted two  separate  $30-million  to 
$35-million  bids  for  the  41  branch- 
es (deposits:  $380  million;  annual 
profit:  $2  million).  So  did  oth- 
ers, including  the  $504-million  U.S. 

Haggarty  of  First  Western 
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dent  either  the  southland  or  interna- 
tional markets?  During  his  interview 
with  Forbes  he  kept  repeating,  "It's 
going  to  take  a  long  time." 

Japan's  Secret 

Whether  he  makes  it  or  not,  Coo- , 
ley's  long-range  approac'n  raises  an  in- 
triguing point.  Not  long  ago,  a 
Forbes  writer  asked  Akio  Morita,  a 
founder  of  Japan's  Sony  Corp.,  why 
Japanese  businessmen  have  started 
beating  Americans  to  the  punch.  He 
replied:  "In  Japan,  we  plan  20  to  30 
years  ahead.  We  sacrifice  today,  be- 
cause we  know  that  we  will  be  work- 
ing for  the  company  when  it  is  strong- 
er in  the  future.  I  knew  in  the  Fifties 
I  would  be  running  my  company  in 
the  Seventies,  so  I  made  careful  plans. 
American  businessmen  can't  do  that. 
They  are  here  today,  but  they  don't 
know  where  they  will  be  next  year." 

In  a  sense,  the  bosses  and  the  board 
at  Wells  are  thinking  Japanese  these 
days.  Seated  in  his  conference  room, 
which  interestingly  has  an  oriental 
decor,  Cooley  said:  "I  wouldn't  say 
our  earnings  are  flat;  we  are  merely 
paying  now  for  our  future."  ■ 


National  Bank  of  San  Diego. 

Will  First  Western  end  up  as 
the  country's  largest  employee- 
owned  company?  It's  possible,  but 
it  won't  be  easy.  The  Justice  De- 
partment has  sued  to  block  Wells' 
purchase,  just  as  it  sued  to  block 
42  other  bank  mergers  since  1966. 
And  no  one  can  say  whether  the 
department  of  antitrust  boss  Richard 
McLaren  (Forbes,  Jan.  1,  p.  129) 
will  make  his  former  associates 
more  or  less  likely  to  settle. 

For  instance,  what  if  Wells  ear- 
marks some  northern  branches  for 
black  and  chicano  businessmen, 
as  civil  rights  groups  are  urging, 
and  assigns  the  remaining  north- 
ern banks  to  Haggarty's  group- 
plus  a  half-dozen  southern  branch- 
es? Would  Justice  accept  that? 

"It  would  be  wonderful,"  says 
the  44-year-old  Haggarty.  "I've 
heard  my  fellow  employees  say 
that  if  they  owned  the  bank,  they 
would  know  how  to  cut  costs  and 
get  new  business." 

Even  if  Justice  kills  the  Wells 
purcha.se,  Haggarty  says  he  won't 
quit:  "Then  we  would  try  to  raise 
enough  money  to  buy  all  96 
branches  directly  from  World." 

By  the  way,  if  you're  wondering 
about  the  retailers,  they  bought  the 
store.  But  they  had  to  get  the  loan 
from  another  bank.  First  Western's 
big  bosses  turned  them  down. 
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The  Money  Men 


Dr.  Jekyll  &  Mr.  Fen  ton 


Listen  to  Paul  F.  Fenton  Jr.,  who 
runs  about  S500  million  (including 
the  STO-million-assets  Ivy  Fund), 
and  you  may  come  to  the  conclu- 
sion that  to  be  a  good  money  man- 
ager \ou  have  to  be  a  deliberate 
schizophrenic. 

Fenton  is  a  pleasant,  soft-spoken, 
slightly  tense  man  who  first  be- 
came aware  of  the  stock  market  in 
1929,  at  the  age  of  six,  when  a 
neighbor's  shiny  new  Fierce-Arrow 
suddenly  \anished.  After  teaching 
economics  and  investments  in  the 
Fifties,  he  decided  he  wanted  to 
manage  money  rather  than  teach 
money  management.  He  became 
an  analyst  at  Boston-based  Stud- 
ley,  Shupert  h  Co.,  Inc.  in  1960, 
head  of  its  Ivy  Fund  in  1963. 

His  record  at  Ivy  is  wild. 
Through  the  mid-Sixties,  Ivy  un- 
derperformed  the  stock  market. 
Then  it  took  off,  rising  92f  in  1967, 
49?  in  1968.  Then,  like  a  lot  of 
other  hot  stock  funds,  Ivv  col- 
lapsed, dropping  29%  in  1969,  9f 
in  1970.  In  1971  Ivy  was  up  18%, 
more  than  twice  the  Dow. 

A  fairly  skilled  gunslinger,  you 
say?  A  hot  stock  fund?  Not  if  you 
look  at  Ivy's  porth)lio.  About  70% 
of  its  investments  are  in  savings  & 
loans,  utilities,  insurance  compa- 
nies and  other  money-rate-sensitive 
companies.  Another  15%  is  in  nat- 
ural resource  companies. 

Tiy  and  find  a  pattern  here  and 
you  may  be  puzzled.  The  problem 
is  that  Paul  Fenton,  money  man- 
ager, has  two  sides.  The  1970-72 
P^enton  is  a  thoughtful  Yale  eco- 
nomics Ph.D.  candidate  (he  never 
wrote  his  thesis)  who  once  con- 
sidered being  a  minister.  That  Fen- 
ton is  a  happy  man  when  he  can 
apply  his  instincts  and  training  to 
rational  economic  analvsis. 

Ah,  but  the  Fenton  of  1967-68! 
The  Mr.  Hyde  to  Fenton 's  Jekyll. 
This  other  fellow  bought  small 
American  Stock  E.xchange  compa- 
nies like  McDonald's  and  Tonka, 
partly  on  promises  and  emotions. 
This  is  the  period  Fenton  seems  less 
proud  of.  But,  paradoxically,  it  is 
when  his  record  was  the  best. 

What  makes  Fenton  somewhat 
different  from  many  fund  mana- 
gers is  his  frank  recognition  of  this 
Jekyll-and-Hyde  character  of  mon- 
ey management.  Ideally,  says  Fen- 
ton, investing  should  be  like  paint- 


ing. "You  visualize  a  picture,  you 
plan  it,  you  execute  it  and  then 
you  can  judge  how  well  you  have 
done."  But  the  real  world  is  differ- 
ent. "It  is  hke  a  painter  working  on 
his  picture  with  someone  behind 
him  throwing  gobs  of  paint  over  his 
shoulder  at  the  canvas." 

We  have  news  for  you:  Mr. 
Fenton-Jekyll  is  starting  to  feel  Mr. 
Fenton-Hyde  coming  on.  Fenton, 
the  cautious  Ivy  League  academi- 
cian, is  beginning  to  feel  the  mar- 
ket's emotions  pound  through  his 
veins  again,  and  may  soon  sell  some 
of  the  stocks  he  began  accumulat- 
ing in  1970.  "We  are  almost  ready 
to  go  out  and  start  buying  junk," 
says  Fenton.  The  reason?  In  Fen- 
ton's  view,  the  market  may  be 
poised  on  the  edge  of  a  speculative 
burst  that  could  drive  it  up  to 
1200  or  1.300  in  a  matter  of  months. 
The  signs: 

1)  The  wild  action  in  stocks 
such  as  Levitz  {see  p.  16)  and 
Bausch  &  Lomb. 

2)  The  high  price  of  what  Fen- 
ton calls  the  "blue-chip  growth 
stocks"— companies  like  Avon,  Xer- 
ox, IBM,  Merck  and  Eastman  Ko- 
dak. "With  bond  yields  at  7.5%, 
there  is  no  reason  for  these  stocks 
to  sell  at  more  than  30  times  earn- 
ings when  the  companies  are  grow- 
ing less  than  15%  a  year  and  yield- 
ing less  than  2%." 

3)  The  early  January  moves  of 
United  Aircraft,  McDonnell  Doug- 
las apd  Boeing.  "Boeing  apprecia- 
ted 10%  in  one  day.  This  is  mad- 
ness. No  company  can  shift  its  pros- 
pects so  quickly,"  says  Fenton. 

Fenton  has  not  yet  started  drink- 
ing speculative  blood.  But  he 
doesn't  intend  to  stay  at  home  when 
the  dogs  start  baying  at  the  moon. 
Then  his  analytical  tools  will  take 
second  place  to  the  passions  of  the 
night.  "If  you  try  to  bring  intellec- 
tual analysis  to  an  emotional  mar- 
ket, you  are  dead,"  says  Fenton. 
"It  is  like  trying  to  be  intellectual 
about  a  romance." 

Of  course,  Fenton  doesn't  see 
himself  in  this  light.  Unlike  Dr. 
Jekyll,  Fenton  says,  he  never  loses 
control  of  his  emotions.  "I'm  just 
trying  to  capitalize  on  other  peo- 
ple's proclivities  for  following  the 
herd."  Isn't  that  speculation?  No, 
he  argues,  because  he  selects  his 
Amex  stocks  carefully.  But  he  does 


concede  that  these  little  compa- 
nies make  the  best  investments 
only  when  speculative  fever  starts 
sweeping  the  market. 

Many  other  money  managers  and 
economists  have  watched  the  mar- 
ket stirring  and  have  come  to  a 
quite  opposite  conclusion.  They 
have  decided  that  a  big  economic 
surge  is  under  way  and  that  many 
stocks  are  undervalued.  So,  where 
Fenton  foresees  speculative  excess- 
es brewing,  they  anticipate  a  sol- 
id recovery. 

Fenton  explains  why  he  dissents. 
He  just  doesn't  believe  a  big  up- 
turn will  occur  in  1972— not  the 
way  he  reads  the  NLxon  strategy. 
This  strategy— tax  cuts  and  deval- 
uation and,  more  recently,  a  re- 
sumption of  monetaiy  growth— is 
intended  to  spur  investment  by  U.S. 
companies.  This,  in  turn,  is  sup- 
posed to  create  jobs,  which  will  in 
turn  build  consumer  confidence 
and  unleash  consumer  spending— 
"trickle     down"     economics.     But 

fenton  of  Ivy  Fund 
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FROM  KNOXVILLE, 
WHICH  WAY 
TO  MARKET? 


\r 


■CHARLESTON 


•'JACKSONVILLE 


>lnoxvlLlE 
People 


(big  or  little) 


Anyway  you  turn  there's  a  big  market  for  almost  everythirig  within  500  miles. 
Metro  Knoxville  is  plunk  in  the  middle  of  Eastern  United  States.  Complete 
with  the  jetporl,  major  rail,  highway  and  water  connections  to  take  you 
anywhere  and  back  in  minimum  time.   With  all  the  low-cost  TVA  water  and 

power  resources  you  can  use.  Plus  the 
University  of  Tennessee, 
Knoxville  College  and  half 
a  million  hard  working 
people.  Knoxville  is  a  perfect 
place  to  situate  a  main 
office,  distribution  center  or 
a  second  plant  to  serve  the 
booming  Southeast.  For  more 
information  write  B.  Don  Holifield, 
Director  Economic  Development, 
705  Gay  Street,  Knoxville,  Tennessee  37902. 

KmmEilowi 

CITY  •  COUNTY  •  CHAMBER  OF  COMMERCE 


NVESTMENT 
MAN«3EMENr 


WHY  GIVE  US 

PERMISSION 

TO  BUY  AND  SELL 

WITHOUT 

YOUR  PERMISSION? 

Because  we  specialize  in  managing  personal 
investment  accounts  of  $5,000  or  more  for  aggres- 
sive capital  growth  for  investors  who  appreciate 
the  risks  and  rewards  of  a  common  stock  portfolio. 
You  own  the  stocks  -  the  account  is  in  your  name 
with  your  broker.  But  we  do  all  the  buying  and 
selling  -  we  have  a  full-time  staff  of  experienced 
market  analysts  assisted  by  continual  research  and 
computer  data.  If  that  makes  sense  to  you,  give  us 
permission  to  send  you  our  32-page  booklet 
"Declare  Your  Own  Dividends"  for  further 
explanation. 


SPEAR&STAFF.INC. 

Invntment  Management  Division  Dept.  MF-20I 
Babson  P«rk,  Mass.  02157 

Please  send  me  a  cooiplinfientary  copy  of 
"Declare  Your  Own  Dividends."  Confidentially, 
my  account  would  amount  to  about  $ 


Name. 


Address. 


The  Money  Men 


.State_ 


.Zip. 


what  Fenton  can't  shake  out  of  his 
mind  is  that  the  U.S.  economy  is 
operating  at  only  about  75%  of  ca- 
pacity, as  he  figures  it.  As  a  result, 
he  doesn't  see  that  much  new  in- 
vestment being  created.  "There  are 
already  enough  paper  mills." 

The  tax  breaks,  therefore,  and 
the  increase  in  the  money  supply 
won't  help  the  ghetto  residents  or 
the  retired  or  the  small  farmers. 
They  will  remain  a  sadly  depressed 
corner  of  America;  they  will  be 
unable  to  contribute  to— or  partic- 
ipate in— any  economic  upsurge. 

But  how  about  those  who  do 
benefit  from  lower  taxes  and  high- 
er wages?  Won't  they  spend  more 
and  spread  prosperity?  Fenton  is 
not  so  sure.  "America  has  a  funda- 
mental problem,"  he  says.  "People 
with  money  don't  want  to  buy  all 
of  what  America  can  produce.  And 
the  people  who  want  to  buy  what 
America  can  produce  don't  have 
enough  money."  In  the  end,  pre- 
dicts Fenton,  the  people  who  will 
benefit  most  from  the  Nixon  pro- 
gram will  be  high-income  people- 
executives,  doctors,  lawyers  and 
money  managers  like  himself.  "And 
we  are  satiated  with  TV  sets  and 
washing  machines,"  says  Fenton. 

So  where  will  the  money  go? 
Listen  carefully.  For  now  Fenton- 
Jekyll  tells  why  he  is  getting  ready 
to  be  Fen  ton-Hyde:  "The  extra 
money  will  go  into  the  securities 
market."  Once  the  speculation 
starts,  it  will  feed  on  itself.  The 
individual  investor  "hates  to  see  his 
neighbor  make  money,  you  know. 
That  really  gets  his  appetite  up." 

Unlike  most  institutional  mana- 
gers who  are  urging  the  public  to 
get  into  the  market,  Fenton  wishes 
the  public  would  stay  out  for  the 
time  being.  He  diinks  a  large 
amount  of  individual  investment 
would  push  prices  too  high:  "If 
the  public  comes  in  big,  then  God 
help  the  stock  market.  A  big  in- 
fusion would  never  be  taken  out 
without  confusion.  It  would  be  a 
horror  story. 

"I  just  don't  want  to  see  this 
stock  market  wrecked.  I  believe  in 
it.  I  think  it  is  the  best  way  that 
has  ever  been  developed  to  raise 
capital.  It  would  be  a  shame  to  lose 
it  in  a  giant  crash.  I'm  still  worried 
about  another  1929." 

Despite  his  premonitions,  Fenton 
is  preparing  to  play  the  very  game 
he  despises.  As  the  new  moon  rose, 
the  werewolves  began  to  howl.  ■ 
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As  I  See  It 

Why  Prospects  Are  Brighter  for  the  Defense  Industry 


Ex-Deputy  Defense  Secretary  Packard 


The  defense  slocks  have  gotten  off  the  floor,  and  reports  are  spreading 
tttat  tfie  Administration  is  planning  to  create  jobs  by  pumping  money 
into  defense  and  aerospace.  What  are  the  facts?  Just  before  David  Pack- 
ard resigned  as  Deputy  Defense  Secretary— and  again  shortly  after  he 
resigned— Forbes'  James  Flanigan  interviewed  him.  Here's  what  the  in- 
dustrialist and  former  Nixon  aide  thinks  about  the  prospects  ahead  for 
the  defense  industry. 


Aerospace  stocks  are  rising  because 
of  talk  about  fiigher  defense  budgets 
in  response  to  the  Soviet  arms  build- 
up. Are  we  in  fact  in  for  a  new  round 
of  bigger  defense  budgets}' 

Packard:  I  don't  see  a  substantial 
increase  [but]  there  will  be  an  in- 
crease in  procurement  requested  in 
the  fiscal  1973  budget.  Research  and 
development,  in  particular,  must  be 
increased.  There  is  some  increase  in 
the  budget  for  R&D  this  year  and 
there  will  be  a  further  increase  in  the 
next  fiscal  year.  But  I  see  no  signifi- 
cant upsurge. 

But  the  downturn  is  over,  and 
that's  something! 

Packard:  We've  seen  the  bottom  of 
the  downtrend.  Procurement  will  go 
up  to  some  extent,  and  don't  forget 
that  the  procurement  account  in  re- 


cent years  has  included  a  lot  of  mon- 
ey for  munitions,  shell  casings  and 
bullets  for  Vietnam.  Those  are  being 
cut  back.  But  the  reduced  levels  of 
procurement  don't  impact  as  heavily 
on  weaponry  and  aircraft  and  so- 
phisticated equipment.  We'll  be  put- 
ting more  money  in  shipbuilding.  In 
nuclear  attack  submarines  we'll  go  to 
six  per  year  instead  of  five.  That  is 
one  of  the  most  important  areas  for  us 
to  build  up,  I  believe. 

And  I'm  very  enthusiastic  about 
lighter  ships  for  the  Navy.  The  patrol 
frigate  program  the  Navy  wants  is  a 
good  program.  In  aircraft  we  have 
multiple  programs. 

The  F-14  [Grumman]  I  hope  will 
continue,  I  believe  it  will.  The  F-I5 
[McDonnell  Douglas]  must  continue. 
The  F-111  [General  Dynamics]  hne 
will  be  closed  down  in  the  next  couple 
of  years  and  the  A-7  [LTV  Aero- 
space] line  as  well.  But  we  have  the 


B-1  program  [North  American  Rock- 
well] and  the  airborne  warning  and 
control  system  [a  $2.6-billion  program 
for  42  aircraft  to  be  built  by  Boeing. 

Is  there  anything  to  say  that  the 
companies  won't  get  into  the  same 
cost  bind  on  new  contracts  as  they 
did  on  the  old? 

Packard:  The  companies  in  most 
trouble  are  in  trouble  because  of 
fixed-price  contracts  and  total-pack- 
age procurement  contracts.  There  was 
vicious  competition  for  these  con- 
tracts, and  bids  were  for  the  total  job 
of  development  and  production.  I  al- 
ways said  it  is  not  possible  to  estimate 
what  it  will  cost  to  produce  a  new 
plane  or  a  new  ship  that  hasn't  even 
been  developed. 

So  we're  going  to  move  toward 
cost-type  contracts— with  some  incen- 
tives in  there— on  development.  We 
are  not  going  to  use  total-package 
procurement.  We've  said  that  flatly. 
We  will  take  some  uncertainty  out  of 
contracting  in  the  future,  reduce  the 
uncertainty  and  disastrous  conse- 
quences in  the  future. 

The  past  system  always  encour- 
aged low  bids.  You  know  the  story, 
it's  the  only  ball  game  in  town,  so 
you  bid  on  the  contract  and  you  bid 
low.  This  is  what  happened  on  the 
C-5  and  the  F-14.  The  changes  in  our 
procurement  policies  will  help  avoid 
problems  in  the  future— such  as  you've 
seen  in  the  last  few  years. 

Hoiv  do  we  get  away  from  the  big- 
program,  only-ball-game-in-town  type 
of  business  which  has  so  beset  the 
defense  industry  in  the  past? 

Packard:  I've  been  very  concerned 
about  that  very  thing  and  that  is  why 
I  have  instittited  the  prototype  pro- 
gram such  as  we  have  on  the  AX  at- 
tack plane.  We  have  two  contractors 
[Northrop  and  Fairchild]  who  will 
build  prototypes,  then  we  will  have 
a  fly-off  competition  and  we'll  de- 
cide. This  is  different  from  what  we 
had  in  the  concept-formulation  phase 
where  we  would  make  a  multibillion- 
dollar  commitment  on  the  basis  of  pa- 
per studies.  Now,  instead  of  paper 
studies,  we  will  get  hardware  to  test 
and  evaluate,  and  we  should  get  a 
better  idea  of  what  we  want  and 
how  to  get  it. 

Does   prototyping    mean   that   the 
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Growtn  report:  ^ 

Westinghouse  builds  strong 


When  you  match  the  strengths  of  Westinghouse  with 
the  needs  of  people,  there  are  four  areas  that  stand 
out  as  natural  paths  of  growth  for  us. 

Meeting  "social'  needs 

The  social  evolution  of  our  time  has  developed  a 
number  of  urgent  human  needs  that  Westinghouse  is 
well  equipped  to  meet.  Our  skills  are  being  applied 
on  a  large  scale  to  water  pollution,  housing,  educa- 
tion, mass  transportation  and  others— including  the 
demands  of  consumerism  for  products  of  greater 
basic  usefulness  in  the  home.  Considered  as  a 
market,  these"problem"areas  seem  bound  to  grow 
well  into  the  future. 


Westinghouse  and  its  subsidiaries  have  completed  over  3,500 
housing  units  over  the  past  several  years  and  w/ill  complete 
another  4,400  in  1 972-one  part  of  our  thrust  to  meet  some  of  the 
urgent  human  and  social  needs  of  these  times. 


Nuclear  power 

All  the  factors  of  economics  and  environment  seem 
to  point  to  a  long-term  growth  of  nuclear  power. 
This  is  not  simply  a  matter  of  trading  one  kind  of 
business  for  another.  For  us,  a  nuclear  power  plant 
represents  as  much  as  six  times  the  sales  potential 
of  a  fossil  plant  of  equal  size.  We  have  made  the  very 
large  capital  investments  necessary  to  serve  this 
market,  and  are  now  the  leading  manufacturer  in 
the  field.  We  are  confident  the  market  will  grow 
strongly  for  some  decades  ahead. 


lliiliiMiiiiilJiiiiJliiiiiiiiiliiiiiilll 


Westinghouse  is  the  number  1  producer  of  nuclear  power  plants. 
In  the  U.S.,  13  orders  out  of  the  26  awarded  in  1971.  Worldwide, 
18  orders  out  of  a  total  of  44. 


I 


business  four  ways 


Most  people  know  that  Westinghouse  has  a  lot  of  factories  in  the 
U.S.  Not  all  know  about  our  44  manufacturing  plants  in  other 
countries.  (This  one,  in  Liege,  Belgium,  produces  elevators  for 
European  and  world  markets.) 

Overseas  manufacturing 

In  other  countries,  where  our  American-made 
products  often  have  trouble  competing  in  the  face  of 
low  labor  costs,  we  still  have  two  assets  that  are 
much  needed:  technology  and  manufacturing 
expertise.  So  the  way  is  open  for  us  to  grow  overseas 
by  manufacturing  overseas.  We  are  expanding 
steadily  this  way. 


Service  business 

Finally,  we  are  greatly  expanding  the  range  of 
services  we  offer.  Some  examples  are  broadcast 
programming,  community  planning,  educational 
systems,  financing,  health  care  services,  mail-order 
distribution  and  soft  drink  bottling.  Our  service 
sales  will  grow  steadily  and  more  rapidly  than  our 
product  sales;  and  this  business  is  profitable  for  us. 
The  needs  are  certainly  there.  The  key  to  meeting 
them  successfully  lies  in  performance.  Westinghouse 
is  dedicated  to  being  first  in  performance. 
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Chairman 

Westinghouse  Electric  Corporation 


Our  service  business  is  growing  strongly,  in  variety  and  size.  This 
construction  equipment  was  financed  by  Westinghouse  Credit 
Corporation,  which  started  as  a  service  to  consumers  and 
retailers,  expanded  to  serve  industrial  buyers  and  real  estate 
developers,  and  now  has  outstanding  loans  over  $700  million. 


You  can  be  sure...if  it's  Westinghouse 
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NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon   Street,    President 
Chattanooga,  Tennessee  37402 

OIL  AND   GAS   DIVISION 

Minerals  ownership, 
exploration   and  development 

WHELANO   FOUNDRY   DIVISION 

One  of  the  nation's  largest  and   most 
modern  production  facilities. 

LISTED  AMERICAN  AND  PACIFIC  COAST 
STOCK  EXCHANGES  (SYMBOL:   NAR) 


SAVE  YOUR 

HEART 

WITH . . . 


STAIR-GLIDE® 

RENTAl-PURCHAJE    PIAN   AVAILABLE 

Installs  in  less  than  two  hours.  No  marring  walls  or 
stairway.  No  special  wirmB.  Tax  deductible  when 
recommended  by  a  physician.  Costs  about  8c  a  week 
to  operate.  Guaranteed. 

USED  BY  THOUSANDS:  CftRDIAC  PATIENTS  •  SENIOR 

CITIZENS    •     POST    OPERATIVES    •     PARALYSIS    • 

WIFE-SAVER  •   RESTRICTED   PHYSICAL  ACTIVITIES 

WRITE  FOR  FREE  BROCHURE 

AMERICAN  STAIR-GLIDE  CORP. 

201  W.  BOth  Terr..  Dept.   F2    Kantas  City.  Ho.  64114 


Your  Fair  Share 
Shows  You  Care 
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As  I  See  It 


Defense  Department  will  be  able  to 
spread  more  tvork  around? 

Packard:  The  prototype  program  will 
help  keep  the  contractor's  design 
team  together.  In  many  companies 
the  engineering  design  team  is  the 
nucleus  of  the  company.  It  is  critical 
in  terms  of  the  company's  long-teiin 
viability. 

We  can  have  a  prototype  program 
for,  say,  a  lightweight  fighter  for  the 
Air  Force  or  V-STOL  aircraft,  or  even 
rifles,  radios  and  hydrofoils.  By  defi- 
nition, of  course,  not  all  prototype  con- 
tracts will  have  a  production  follow- 
on.  In  fact,  roughly  half  won't  lead 
to  production.  But  if  a  company  has 
done  a  good  job  on  a  prototype,  well, 
maybe  we  can  find  another  program 
to  give  them. 

How  about  diversification  into  non- 
government areas? 

Packard:  The  sort  of  things  you  do 
on  defense  contracts  are  not  directly 
translatable  to  commercial  business. 
There  is,  however,  a  provision  in  in- 
dustrial research  and  development 
that  allows  some  contractors  to  spend 
a  certain  amount  on  an  area  different 
from  the  contract  terms.  This  allow- 
ance was  instituted  to  maintain  a 
technological  base.  Recently,  the  Sen- 
ate has  stipulated  that  it  wants  the 
money  to  be  spent  only  on  defense- 
related  research.  I  think  it  is  better 
to  encourage  the  contractors  to  use 
this  money  on  more  than  defense. 
This  allowance  could  help  the  de- 
fense industry  to  broaden  its  base  in 
nondefense  business,  and  we'd  all 
benefit  from  it. 

Did  the  defense  industry's  troubles 
go  deeper  than  the  cuts  in  the  de- 
fense budget? 

Packard:  The  cutback  hurts  defense 
companies  more  because  they  have 
so  little  equity  capital  to  support  their 
levels  of  business.  They  are  working 
on  a  shoestring,  so  to  speak,  so  when 
something  happens  there  is  nothing 
there  to  support  them.  This  has  been 
the  result  of  our  past  contracting  pol- 
icies. We  have  funded  contracts  with 
progress  payments,  sometimes  made 
weekly,  sometimes  biweekly.  These 
payments  have  been  made  on  the  sys- 
tem where  contractors  collect  upon 
billing  the  Government  and  pay  their 
subcontractors  later.  At  one  point  we 
found  we  had  $9  billion  out  in  prog- 
ress payments.  Under  that  system  a 
contractor   can   finance   his   inventory 


entirely  with  government  funds,  and 
this  encourages  companies  to  take  on 
more  business  than  they  can  really 
handle.  It  has  resulted  in  some  poor 
decision-making  by  management  in 
the  industry. 

That  was  the  problem  with  Lock- 
heed. It  tvas  tied  up  to  the  limit  on  its 
financial  reserves  and  management 
abilities,  and  yet  it  took  on  the  L-1011 
project.  What  can  be  done  to  correct 
this  kind  of  thing? 

Packard:  We  are  going  to  change 
to  a  cash  disbursement  basis  of  con- 
tractor payments.  The  contractors  will 
have  to  pay  their  subcontractors  be- 
fore they  get  the  progress  payments. 
Now  we  will  require  the  contractors 
to  utilize  more  of  their  own  financ- 
ing. If  we  can  do  this,  we  can  get 
them  back  in  more  businesslike  shape. 
We  are  also  going  ahead  with  a 
limited  program  to  negotiate  profits 
on  defense  contracts  on  the  basis  of 
return  on  investment  rather  than  as  a 
percentage  of  costs.  Not  all  at  once, 
but  we  can  make  a  start  on  some  con- 
tracts. The  purpose  is  to  encourage 
more  investment  by  the  contractors 
so  they  can  earn  a  return  on  it  and 
increase  their  equity  capital. 

Where  will  they  get  equity  capi- 
tal? Most  defense  companies  sell  be- 
low book  value  and  at  very  low  price/ 
earnings  ratios. 

Packard:  How  do  you  get  equit\- 
capital  back  into  the  industry?  The 
only  way  is  profits.  Profits  generate 
equity  either  because  they  are  rein- 
vested or  because  they  are  paid  out 
in  dividends  and  help  the  value  of  the 
stocks.  The  problem  is  that  industr\ 
profitabilit\'  has  been  so  low  that  the 
companies  have  not  generated  the 
capital  to  offset  the  decline  in  their 
general  levels  of  business.  Some  of 
them  are  in  pretty  bad  shape.  I  hope 
we  don't  have  another  Lockheed.  I 
don't  think  we  will,  but  we  can't  be 
certain. 

As  you  leave  government  service, 
are  you  satisfied  with  the  results  of 
your  three  years  here? 

Packard:  I  think  we  made  some 
progress.  Of  course  what  is  really 
going  to  determine  whether  it  is  all 
worthwhile  is  how  thoroughly  the 
policies  are  implemented,  how  far 
down  the  system  does  the  reform  go. 
The  proof  of  the  pudding  is  in  the 
eating.  And  the  proof  isn't  in  yet.  ■ 
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Thanks,  but  No  Thanks 

The  accountants  want  to  liberalize  the  accounting  rules  for  life  insurance  companies. 
Why  does  a  substantial  part  of  the  industry  prefer  the  more  conservative  status  quo? 


\'o  THE  VNiNiTiATED.  it  w  as  just  an- 
other of  those  complicated  wrangles 
over  arcane  accounting  rules.  But  to 
insiders  in  the  life  insurance  business 
it  was  much,  much  more.  At  stake 
were  possibly  hundreds  of  millions  of 
dollars  in  the  ma:k't  \alue  of  stock 
hfe  companies,  and  a  possible  billion- 
dollar  headache  to  the  mutual  life 
companies. 

Late  last  November  the  bosses  of 
four  large  mutual  life  companies  join- 
neyed  to  Washington  and  called  on 
Securities  &  Exchange  Chairman  Wil- 
liam J.  Casey.  They  complained  to 
Casey  about  new  rules  laid  down  by 
the  American  Institute  of  Certified 
Public  Accountants,  the  rulemaking 
body  of  the  accounting  profession. 

Why  were  the  life  insurance  men 
upset?  For  a  very  strange  reason. 
They  feared  the  new  rules  would  put 
pressure  on  them  to  show  as  profits 
money  they  are  currenti\  stashing 
away  as  reser\  es  or  expensing  as  costs. 

Significantly,  the  delegation,  which 
included  the  chairmen  or  presidents 
of  Fidelity  Union  Life,  Republic  Na- 
tional Life  and  Equitable  Life,  was  or- 
ganized by  Metropolitan  Life,  a  mu- 
tual life  company  which  is  the  second 
largest  life  insurance  company'  in 
the  country-after  Prudential.  "MuUial 
companies  have  been  at  l)est  vocal  in 
their  opposition  and  at  worst  a  liin- 
drance  in  obtaining  a  viable  and 
workable  agreement,"  sa\  s  1  Icrbert 
E.  Goodfriend,  Director  of  Research 
at  F.S.  Smithers  &  Co.,  Inc.,  a  Wall 
Street  firm. 

What's   wrong   with    profits?    Don't 
most       businessmen 
look    for    legitimate 
ways  to  show   them? 

Ah,  but  the  mu- 
tual life  insurance 
business  is  different. 
•The  nuituals  aren't 
after  earnings.  They 
ha\e  no  sharehold- 
ers to  please,  and 
higher  earnings  can 
onl\  expose  them  to 
higher  ta.xes.  Even 
worse,  it  might  lead 
to  a  clamor  for  high- 
er dividends— or  low- 
er rates— from  the 
policyholders.  "This 
could  open  a  Pan- 
d(jra's  box  for  the 
mutual  companies," 
remarks  one  insur- 
ance man. 

So   much    for   tlie 


mutuals.  The  stock  life  insurance  com- 
panies, however,  are  mostly  enthu- 
siastic about  the  new  rules.  Naturally. 
Their  big  potential  gains  are  in  the 
stock  market,  and  earnings  make  a 
luige  difference.  Under  the  new 
AICPA  rules,  some  companies  would 
be  able  to  show  earnings  a  full  100% 
higher  than  at  present. 
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Big  Boys.  Two-thirds  of  the 
assets  of  the  life  insurance 
industry  are  controlled  by 
mutuals.  The  biggest.  Pru- 
dential, Metropolitan  faboveJ 
and  Equitable,  each  have 
more  assets  than  General  Mo- 
tors, the  U.S.'  seventh  largest 
company,  measured  by  assets. 
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And  some  rather  limp  stock  options 
might  come  to  life. 

To  those  who  think  earnings  are 
earnings  and  that  is  that,  the  whole 
affair  is  quite  enlightening.  It  dem- 
onstrates once  again  that  earnings 
are  not  fi.xed,  solid  figures. 

Basically,  the  fuss  is  over  two 
changes: 

1)  Right  now,  selling  costs— com- 
missions, mainly— are  written  off  in  the 
year  they  occur.  On  a  $10,000  pol- 
icy with  a  $150-a-year  premium,  the 
selling  expense  might  be  $150  or 
$200;  the  salesman  alone  often  gets 
as  much  as  100%  of  the  first-year 
premium.  As  a  result,  a  new  policy 
usually  results  in  a  loss  the  first  year  it 
is  put  on  the  books.  Thus  life  insur- 
ance companies  that  are  writing  a  lot 
of  new  business  tend  to  show  lower 
earnings  in  that  year  than  they  would 
show  if  they  had  written  no  new  pol- 
icies. The  accountants  want  to  change 
this  by  capitalizing  the  $150-$200 
selling  cost  and  then  writing  it  off 
over  the,  say,  30  or  40  years  that  the 
policyholder  will  presumably  contin- 
ue to  pay  premiums. 

2)  Each  year  the  insurance  com- 
panies set  aside  a  certain  amount  of 
their  premiums  in  reserves  where 
they  are  invested  until  the  policy  must 
eventually  be  paid  off.  How  much 
depends  mainly  on  mortality  tables, 
which  try  to  predict  how  long  the 
policyholder  is  likely  to  live,  and  yield 
assumptions,  which  try  to  anticipate 
how  great  a  return  the  insurance  com- 
pany can  earn  investing  the  policy- 
holders   premiums.     Right    now    life 

companies  use  mor- 
tality tables  that  are 
ten  years  old  and 
yield  assumptions 
that  are  highly  con- 
servative—3/2%,  for 
example.  The  CPAs 
want  them  to  revise 
their  mortality  ta- 
bles to  reflect  today's 
longer  life  spans  and 
to  use  more  realis- 
tic yield  assumptions 
(such  as  5%  or  6%). 
Since  these  changes 
would  decrease  the 
amount  of  money 
set  aside  for  re- 
serves, they  would 
result  in  more  re- 
ported income. 

The  mutuals  say 
that  they  don't  like 
either  of  the  CPAs' 
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Tenneco  Inc. 


HOUSTON,  TEXAS 


JENNECO 


1972 

is  our  26th 

consecutive 

year  of  cash 

dividend  payments 


A  quarterly  dividend  of  33«  per  share  on  the 
Common  Stocl<  will  be  paid  March  14,  1972, 
to  stockholders  of  record  on  February  18, 
1972.  More  than  246,000  stockholders  will 
share  in  our  earnings. 

M.  H.  COVEY,  Secretary 


"Building  Businesses  Is  Our  Business" 


Manufacturing  • 
Oil  •  Chemicals 


Natural  Gas  Pipelines 
Packaging  •  Land  Use 


r 
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Should  you  invest  in 
Trolley  Car  Stocks? 

That  could  have  been  the  lead  article  in  one  of 
Financial  World's  issues  back  in  1902. 

The  headlines  and  the  industries,  of  course,  are  very  different  today. 
But  the  urgent  need  for  facts  and  sound  investment  guidelines 
is  greater  than  ever.  That's  why  Financial  World  is  read  by  a  steadily 
growing  number  of  businessmen  and  smart  investors  the  world  over. 

Whether  your  goal  is  more  safety,  more  income  or  greater  profit, 
you'll  find  specific  recommendations  calculated  to  help  you  today. 

Special  Introductory  Offer 


Financial  World  is  more  than  a  magazine.  In  addition 
to  Its  week  by  week  market  guidance,  it  provides  you 
with  the  fallowing  "extras"— 

1.  Our  current  "FACTOGRAPH  MANUAL".  This  yearly 
compendium  of  more  than  2,400  stocks  gives  you  69,000 
investment  facts.  Background,  8  year  earnings  record, 
stock  splits,  price/earnings  ratios,   book  value,  future 
growth  and  earnings  prospects  —  good  and  badi 

2.  A  12-year  STOCK  RECORD  BOOK.  Gives  price  range, 
dividends,  stock  splits,  earnings  of  ALL  stocks  listed  on 
New  York  Stock  Exchange  (as  available  to  press  date). 
Also  capital  gains,  investment  income,  net  asset  value 
and  sales  charges  of  the  leading  Mutual  Funds. 

3.  Specific  personal  BUY-HOLD-SELL  Advice  by  Mail  as  often 
as  once  a  week. 

4.  Monthly  Supplements  appraising  and  rating  up  to  1,900 
listed  stocks. 

MONEY-BACK  GUARANTEE:  In  full,  at  any  time  during  the 
first  30  days,  if  any  part  of  our  service  fails  to  satisfy  you. 


STOCK 
SPLITS 
IN  '72? 


When  a  stock  splits  2for- 
1,  3-for-l  or  even  5-for-3, 
you  can  be  pretty  sure  that 
more  good  news  is  ahead. 
Better  sales.  Better  earn- 
ings. Higher  dividends.  This 
new  report  names  7  stocks 
likely  to  split  before  the 
year  ends.  Don't  miss  this 
most  timely  study.  It's  yours 
by  return  mail  if  you  accept 
one  of  the  offers  below. 


•  TEAR  OUT  AND  MAIL. 


FINANGIALWORLD I 

For  payment  enclosed  send  me  the  Study,  the  BONUS  Book  (s)  and  enter  my  order  for: 


Dept.  FB.21 
7  Battery  Place, 
ew  York,  N.Y.   10004 


Q  lyear  subscription  to  the  4. part  sereice, 
including  the  current  "Factograph  Manu- 
al" and  "12year  Record  Book"  at  only         Name_ 
J28. 


□  6months"  trial  subscription  to  FINAN- 
CIAL WORLD'S  service  includiif  the  "12- 
year  Record  Book"  -  all  for  $16.  (Nots: 
Does  not  include  current  "Factogrtph 
Mtnuai"). 


Address 


Cily_ 


State 


-Zip. 


(This  subscription  is  not  assignabtt) 
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ideas  because  it  means  counting 
chickens  before  they  are  hatched. 
"This  anticipates  profit  not  yet 
earned,"  argues  Paul  H.  Knies,  senior 
vice  president  at  Metropolitan  Life. 

The  CPAs  argue  that  their  method 
would  only  be  used  for  stockholder 
reporting  and  that  the  life  insurance 
companies  and  the  state  regulatory 
agencies  could  still  use  the  more  con- 
servative assumptions,  the  so-called 
.  statutory  reporting  that  the  mu- 
tuals  prefer. 

So  why  are  the  mutuals  so  strongly 
opposed?  What  concerns  them,  says 
Herbert  S.  Dennenberg,  Pennsylvan- 
ia's Commissioner  of  Insurance,  is  the 
dividends  that  they  presently  pay  their 
policyholders.  "Mutual  companies 
may  not  be  paying  an  appropriate 
level  of  dividends,"  he  says.  The  ac- 
countants' recommendations  could 
eventually  lead  to  a  10%  or  so  increase 
in  dividends,  Dennenberg  predicts. 
Right  now  the  life  insurance  industry 
pays  out  some  $3.5  billion  a  year 
in  dividends. 

The  mutuals'  other  fear,  says  Den- 
nenberg, is  higher  taxes.  The  life  in- 
surance business  is  a  huge  business. 
It  manages  over  $200  billion  in  assets 
and  takes  in  premiums  of  over  $20 
billion  a  year.  The  more  it  can  set 
aside  in  reserves,  the  lower  its  tax  rate. 
"When  you  start  changing  the  annual 
statements,  the  Federal  Government 
is  going  to  start  changing  its  tax  ba- 
sis," Dennenberg  adds. 

Of  course,  this  doesn't  mean  the 
CPAs'  proposed  changes  are  the  best 
answer  either.  The  rules  let  each  com- 
pany make  its  own  judgments  on  mor- 
tality tables,  estimated  yields  and  sell- 
ing costs.  "It  gives  management  too 
many  loopholes  with  which  it  can 
manage,  or  indeed,  mismanage,  its 
earnings,"  says  Goodfriend  of  Smith- 
ers,  though  he  thinks  the  rules  are  an 
improvement.  "The  only  life  compa- 
nies that  are  really  pushing  the  rule 
changes  are  the  small  new  ones  that 
want  to  get  their  stock  price  up  so 
that  they  can  make  good  secondary 
offerings,"  says  one  mutual  company 
supporter. 

Shortly  after  the  big  mutuals  visit- 
ed the  SEC,  Haskins  &  Sells  [Metro- 
politan's auditor]  defected  from  the 
AICPA  proposal.  A  few  days  later, 
the  SEC  told  the  life  companies  to 
cease  switching  to  the  new  metliods. 
Result:  Analysts  and  individual  com- 
panies will  continue  using  a  variety 
of  different  methods  of  computing 
"true"  earnings,  and  the  mutuals  can 
go  on  slapping  $5  billion  or  so  a  year 
into  reserves,  some  of  which  may— or 
may  not— rightfully  belong  to  individ- 
ual policyholders. 

The  confusion  thus  continues.  But 
at  least  it  has  been  confronted.  ■ 
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Faces  Behind  the  Figures 


Hard  Bargain? 

Whex  you  don't  hear  any  noise 
from  Uni\ersity  Computing  Co. 
Chairman  Sam  Wyly  for  a  while, 
it's  like  a  sudden  silence  in  the 
children's  room:  You  had  better 
check  what's  going  on. 

It  turns  out  there  has  been  a 
reason  for  Wyly's  silence.  He  has 
been  trying  to  get  a  daring  new 
venture  off  the  ground:  Data 
Transmission  Co.  (Datran),  a  na- 
tionwide sNstem  of  microwave  tow- 
ers that  will  transmit  data— much 
of  it  from  computers— between  35 
major  American  cities  in  direct 
competition  with  American  Tele- 
phone &  Telegraph.  Last  May  the 
Federal  Communications  Commis- 
sion gave  Datran  the  go-ahead. 
But  that  still  left  the  hurdle  of 
raising  §300  million  of  capital. 

Then  silence.  What  was  Wyly 
up  to?  The  best  guessing  was  that 
he  was  wrestling  with  a  financing 
dilemma.  UCC,  wliich  is  already 
hea\ily  in  debt,  was  in  no  position 
to  finance  the  deal  itself.  A  cor- 
porate partner  would  hardly  put 
up  so  much  money  without  taking 


most  of  the  ownership.  That  left 
a  public  offering;  perhaps  the  pub- 
lic could  be  persuaded  to  put  up 
the  money  but  settle  for  less  than 
half  the  stock. 

Problem:  UCC's  own  stock  mar- 
ket image  was  badly  tattered.  At 
a  recent  price  of  20,  it  has  re- 
covered scarcely  at  all  from  the 
plunge  that  carried  it  down  from 
160  in  1969. 

But  in  December  Wyly  quietly 
uncovered  his  financing  plan  for 
Datran.  It  will  be  spread  over  a 
period  of  years.  In  1972,  UCC, 
which  has  already  put  $11  million 
into  Datran,  will  invest  another 
$35  million.  Later  in  the  year  oth- 
er private  investors  will  be  asked 
to  put  up  $70  million  more.  In 
1973-74  there  will  be  a  $100  mil- 
lion public  offering.  For  roughly 
$46  million,  Wyly's  UCC  will  wind 
up  with  about  40%  of  Datran.  Not 
as  good  a  deal  as  Wyly  had  hoped 
for  but  clearly  not  bad. 

"These  fellows  have  driven  a 
heck  of  a  hard  bargain  with  me," 
says  Wyly,  chuckling  and  turning 
on  his  sophisticated  country-boy 
charm.  "I  think  they  are  just  walk- 


Wyly  of  Dafran 


ing  away  with  all  the  equity  here." 
At  any  rate,  Datran  is  still  alive. 
Wyly's  biggest  obstacle  now  is 
AT&T,  which  fought  hard  to  keep 
Datran  out  of  communications.  The 
fight  for  the  market,  between  an 
aggressive,  hard-selling  young  up- 
start and  big,  old  Ma  Bell,  will  be 
an  interesting  one.   ■ 


Nof-so-Precious  Cold 

Glen  .and  dorene  settle  live  on 
top  of  a  hill  north  of  Los  Angeles. 
Under  their  house,  along  with  ten 
miles  of  tunnels,  are  thick  veins  of 
gold  worth  millions.  The  Settles 
are  sitting  on  a  gold  mine.  But  they 
aren't  millionaires.  They  aren't  even 
rich.  Says  Settle:  "I  u.sed  to  say, 
'What's  better  than  a  gold  mine?' 
Well,  nearly  anything  is." 

In  the  mid-Fifties  the  Settles 
found  themselves  losing  money  dig- 
ging for  gold.  Reluctantly,  they 
converted  their  inherited  mine, 
which  had  yielded  $8  million  in 
gold  oxer  the  years,  into  a  modest 
tourist  attraction  which  barely 
breaks  exen.  Meanwhile,  they've 
been  waiting— and  pra\ing— for  the 
U.S.  at  least  to  double  the  official 
gold  price  to  $70  an  ounce,  so  they 
can  reopen  the  mine  and  get  rich. 

Hundreds  of  other  western  min- 
ers, including  Kennecott,  Anacon- 
da and  Homestake,  are  waiting, 
too.  Probably  in  vain.  Only  30 
years  ago,  California's  300  mines 
produced  $51  million  worth  of  gold 
(at  $35  an  ounce),  and  other  for- 
tunes were  made  in  land  specula- 
tion—a game  that  lured  even  Ber- 


nard Baiuch.  But  last  year,  with 
the  closing  of  the  last  two  gold 
mines,  the  state's  gold  fever  seemed 
only  a  dim  memory. 

In  January,  however,  the  world's 
"gold  bugs"  bid  the  gold  price  to 
a  record  $46  on  European  bullion 
markets.  They  are  openly  specu- 
lating that  President  Nixon's  prom- 
ised devaluation  of  the  dollar, 
boosting  the  U.S.  gold  price  a  mere 
$3,  to  $38  an  ounce,  is  the  fore- 


runner of  further  devaluations  that 
will  soon  push  gold  to  $100  and  up. 

The  Administration  flatly  dis- 
misses such  talk  as  "ridiculous." 

Seated  in  his  hilltop  home,  amid 
a  collection  of  gold  nuggets,  60- 
year-old  Glen  Settle  confessed: 
"I'm  losing  faith  that  the  gold  price 
will  ever  increase  enough  in  my 
lifetime."  But  his  wife  shot  back: 
"Gold  miners  never  lose  all  their 
faith."  ■ 


The  Goldmining  Settles 
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Faces  Behind  the  Figures 


Coal  Comforter 

In  taking  over  as  president  and 
chief  executive  of  Cleveland-based 
Chesapeake  &  Ohio  Railway  last 
April,  46-year-old  Hays  T.  Watkins 
became  the  first  non-coal  salesman 
in  more  than  two  decades  to  head 
the  company.  After  all,  coal  pro- 
vides only  40%  of  the  revenues  of 
the  C&O  and  its  Baltimore  &  Ohio 
affiliate,  vs.  about  50%  two  decades 
ago.  But  coal  is  still  C&O's  most 
important  single  commodity:  Last 
year,  which  started  out  as  one  of 
the  best  in  C&O  history,  ended  as 
one  of  its  worst— primarily  because 
a  fourth-quarter  strike  shut  down 
the  coal  industry  for  more  than 
six  weeks.  Before  special  write-offs, 
C&O's  earnings,  up  25%  in  the  first 
half,  were  off  nearly  50%  by  the 
year's  end.  With  coal  traffic  down 
more  than  80%,  Watkins  had  the 
unenviable  task  of  presiding  over 
the  suspension  of  the   C&O's   21- 


Watkins  of  C«0 


year-old  quarterly  dividend. 

C&O  is  now  comfortably  back  in 
the  black,  and  Watkins  is  slowly 
rebuilding  its  depleted  cash  and 
worl<ing  capital  positions.  Both  had 
been  declining  for  some  time,  but 
that  in  itself  had  not  imperiled  the 
•road.  Watkins  explains:  "Because 
railroads  are  run  essentially  on  a 
cash  basis— their  customers  are  le- 
gally required  to  pay  their  bills 
within  120  hours— a  railroad  does 
not  need  large  amounts  of  cash 
and  working  capital.  It's  comfort- 
ing, but  not  necessary." 

That  doesn't  mean  Watkins  has 
decided  the  time  is  ripe  yet  to  re- 
sume paying  dividends,  though  the 
prospects  are  encouraging.  In  the 
first  half,  Watkins  says,  C&O  should 
at  least  match  the  $3.25  a  share 
it  netted  on  $514  million  in  reve- 
nues in  the  first  half  of  1971;  and 
he  doesn't  expect  the  economy  and 
C&O's  business  to  really  start  boom- 
ing until  the  second  half.   ■ 


Baxter  on  the  Spot 

"There's  no  substitute  for  being 
in  the  right  place  at  the  right 
time,"  says  ex-chemist  and  patent 
attorney  William  B.  Graham,  chair- 
man of  Chicago's  Baxter  Labora- 
tories. Like  last  March,  when  Bax- 
ter introduced  its  V'iaHex  line  of 
plastic-packaged  intravenous  solu- 
tions just  before  the  FDA  forced 
competitor  Abbott  Laboratories  to 
withdraw  its  glass-packaged  intra- 
venous solutions  for  three  months 
becau.se  of  contamination.  Re- 
sult: Baxter's  nine-month  earnings 
(through  Sept.  30)  jumped  46%. 

But  being  at  the  right  place  has 
become  habitual  for  Graham.  Since 
he  took  over  in  1953,  Baxter  has 
averaged  20%  annual  sales  and 
earnings  growth;  since  1966,  it  has 
made  over  20%  on  equity. 

The  first  right  place  for  Baxter, 
says  Graham,  was  in  hospitals,  in 
products  I  hat  bigger  competitors 
ignored:  "We  are  always  looking 
for  new  fields  where  we  can  be  a 
leader.  You  miss  the  big-ticket  pay- 
off with  our  approach,"  he  says, 
"but  you  are  much  more  certain 
of  achievement." 

Graham  hin^sclf  was  in  the  right 
spot  back  in  1960  as  chairman  of 
the  Pharmaceutical  Manufacturers 
Association  during  the  Kefauver 
hearings  into  "excessive"  drug  prof- 
its.  "It   turned   out   to  be  of  real 


benefit  to  our  company,"  he  says. 
"We  saw  the  regulatory  clouds  over 
some  of  the  new  drugs  that  we 
did  not  see  over  hospital  products" 
—because  of  their  smaller  market 
and  lower  margins.  So  he  aimed 
Baxter  at  hospital  supplies. 

Graham's  Kefauver  experience 
led  to  his  choice  as  a  board  mem- 
ber of  the  Manufacturing  Chem- 
ists Association,  where  he  learned 
from  executives  of  billion-dollar 
companies  the  virtues  of  vertical 
integration.  So  Baxter  now  makes 
over  95%  of  the  products  it  sells, 
vs.  less  than  50%  for  much  larger 
competitor  American  Hospital  Sup- 
ply, for  instance.  Baxter  makes  ar- 
tificial organs,  disposables,  trans- 
fusion equipment  and  intravenous 
solutions;  but  no  one  product  ac- 
counts for  a  large  share  of  sales. 

Another  of  Graham's  right  places 
is  Puerto  Rico,  where  Baxter  is 
building  a  fourth  plant.  Baxter 
was  the  first  hospital  supply  com- 
pany there,  taking  full  advantage 
of  the  ten-to-17-year  tax  holiday 
on  new  manufacture:  When  one 
product  mns  out  of  e.xemption, 
Baxter  merely  starts  making  a  new 
one  there.  Is  this  important?  In 
1971,  about  $4-million  important, 
or  30%  of  after-tax  earnings. 

"Production  and  finance,"  says 
Graham,  "are  areas  for  aggressive- 
ness and  innovation  as  well  as  R&D 
and  marketing."  ■ 


Gratiam  of  Baxter  Laboratories 
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The  Next  Ten^ars: 

A  decade  of 
improving  service 

to  the  public 

through  increased 

competition 


America's  financial  institutions  are  responsible  for 
the  savings  and  securit)  of  150  million  people.  To- 
day, more  than  a  trillion  dollars. 

Salomon  Brothers  .serves  many  of  these  peo- 
ple by  pro\iding  liqiiidit)  to  the  institutions  on 
u  hich  they  relv.  Banks.  I  nsurance companies.  Pen- 
sion, Retirement,  and  Mutual  fimds. 

In  the  next  decade  we  shall  cndeaxoi"  to  im- 
prove this  .service  of  liquidit\.  We  plan  to  take  even 
larger  positions  and  make  our  quotes  even  more 
competitixe. 

Salomon  Brothers  also  supports  ever)  effort 
to  encourage  more  competitive  markets.  Negoti- 
ated rates  on  large  transactions  have  alread)  sa\ed 
institutions  many  millions  of  commission  dollars, 
and  have  therefore  benefited  the  people  the  insti- 
tutions serve. 

We  welcome  the  trend  towards  e\er-increas- 
ing  competition  in  equities,  as  we  welcomed  com- 
petitive bidding  in  utility  financing,  and  competi- 
tive pricing  in  the  bond  market.  In  our  opinion  the 
public  — and  our  industry  — will  reap  the  benefit. 


Salomon  Brothers 


Mapket  Makers  and  Investment  Bankers 


Members  New  York  Stock  Exchange,  Inc.  Offices:  New  York,  Atlanta,  Boston, 
Chicago,  Cleveland,  Dallas,  Los  Angeles,  Philadelphia,  St.  Louis,  San  Francisco 


Faces  Behind  the  Figures 


In  Praise  of  Sin? 

Coming  out  in  favor  of  inflation 
might  sound  like  praising  sin,  but 
it's  what  a  small,  but  growing, 
number  of  top  economists  are  be- 
ginning to  do.  It's  not  that  they 
love  inflation  more,  but  they  like 
deflation  less. 

At  the  84th  annual  meeting  of 
the  American  Economic  Associa- 
tion, this  viewpoint  was  surprising- 
ly well  represented:  A  leading  ad- 
vocate was  Stefan  H.  Robock,  Co- 
lumbia University's  respected  pro- 
fessor of  international  business. 

Robock  told  Forbes:  "Trying  to 
sharply  curtail  inflation  with  the 
techniques  we  have  been  using 
causes  more  harm  than  good:  con- 
tinued high  unemployment,  sharp- 
ly lower  tax  receipts,  curtailed  ser- 
vices and  high  taxes. 

"We  may,"  he  went  on,  "have 
succeeded  in  dampening  inflation- 
ary expectations,  but  aside  from 
that  we  haven't  tackled  some  of 
the  basic  issues.  We  haven't  dealt 
with  our  heavy  military  and  space 


Robock  of  Columbia  University 

expenditures,  which  are  highly  in- 
flationary; the  basic  problem  of  the 
enormous  government  deficits  re- 
mains." And  there  is  the  problem 
of  social  inequities.  Says  Robock: 
"A  whole  bunch  of  people  on  pri- 


vate pensions  are  suffering." 

The  alternative,  he  thinks,  is  to 
accept  inflation  as  a  fact  of  life 
and  leam  to  live  with  it.  "In  fact, 
our  economy  and  all  industrialized 
■nations  have  always  had  inflation 
when  they  have  had  real  growth. 
I'm  not  talking  about  hyperinfla- 
tion but  ordinary  inflation.  It  ac- 
tually spurs  growth." 

Robock  suggests  we  take  a  look 
at  Brazil.  Yes,  Brazil.  In  the  early 
1960s,  Brazil  was  ravaged  by  an 
average  annual  printing-press-type 
inflation  of  approximately  60%.  The 
mflitary  government  did  not  try  to 
eliminate  inflation,  only  to  bring  it 
down  to  a  more  reasonable  rate, 
while  stimulating  economic  growth. 
Today  Brazil  has  about  20%  infla- 
tion—still high  but  manageable— 
and  over  the  last  four  years  it  also 
has  had  one  of  the  best  real  annual 
economic  growth  rates  in  the  en- 
tire Western  world-8%  to  9%. 

"We  should  really  be  learning 
how  to  live  with  inflation  by  neu- 
tralizing it;  we  shouldn't  be  trying 
to  snuff  it  out."  ■ 


"We/come  Back" 

Since  early  last  month,  the  im- 
proving but  still  ailing  textile 
house  of  M.  Lowenstein  &  Sons 
has  had  a  new  president.  He  has 
his  task  cut  out  for  him.  Lowen- 
stein is  big  in  sales,  but  low  in 
profitability.  Last  year's  sales  ap- 
proached an  estimated  $440  mil- 
lion. But  in  the  12  months  ended 
Sept.  30,  1971,  its  return  on  equi- 
ty was  a  sickly  6%  or  so. 

The  new  president  is  Joseph 
Anderer,  47,  who  comes  to  Low- 
enstein from  Revlon  where  he 
headed  the  profitable  Cosmetic 
and  Fragrance  division.  Anderer 
was  chosen  for  the  job  by  Lowen- 
stein's  chairman,  55-year-old  Rob- 
ert Bendheim.  Bendheim,  grandson 
of  company  founder  Morris  Lowen- 
stein, has  been  turning  the  firm 
from  a  mass-producer  of  low-priced 
cotton  goods  into  a  more  diversi- 
fied, fashion-minded  operation.  Syn- 
thetics and  blends  now  account  for 
60%  of  Lowensteiii's  dollars  sales. 
L'nder  Bcndiieim,  Lowenstein  was 
one  of  the  first  big  textile  firms  to 
emphasize  in  a  big  way  the  more 
profitable  knitted  fabrics.  But  while 
Lowenstein  is  now  much  more 
profital)le  than  it  was  before  Bend- 
heim took  over  in  1964,  it  clearly 


is  not  profitable  enough,  though 
it  has  done  better  than  many  com- 
petitors in  earnings  and  sales 
growth  (Forbes,  Jan.  1). 

Anderer,  with  his  cosmetics 
background,  can  be  expected  to 
inject  even  more  fashion-conscious- 
ness into  the  firm  and  help  Bend- 
heim push  for  more  diversification. 
He  also  knows  the  textile  business 
well.  Pre-Revlon,  he  was  executive 
vice  president  of  the  Celanese  Fi- 
bers Marketing  Co. 

Anderer  says  his  compensation 
package  is  somewhat  more  than 
the  package-"about  $130,000"- 
he  made  working  for  Revlon's 
Charles  Revson.  Presumably,  how- 
ever, he'll  find  it  more  congenial 
working  with  Bendheim  than  with 
the  autocratic  Revson,  who  is  re- 
garded as  one  of  the  roughest  boss- 
es in  U.S.  business.  At  any  rate, 
new  President  Anderer  has  known 
his  new  boss,  Bendheim,  for  a  long 
while.  "We  first  got  to  know  each 
other  when  I  was  a  supplier  to 
Lowenstein,"  Anderer  says,  "and 
we've  skied  and  golfed  together." 
So,  it  will  be  good  to  get  away 
from  lipstick  and  back  home  to 
textiles.  "I've  gotten  hundreds  of 
cards  and  letters  from  people  I 
know,"  he  says,  "welcoming  me 
back  to  the  rag  business."  ■ 
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Not  Again! 


Ampex— which  gave  the  world  instant  re- 
play, among  other  things  — took  a  beating 
in  1961.  Now  it's  repeating  the  performance. 


Ampex  is  the  initials  of  a  foimei  fight- 
er pilot  in  the  Czarist  nav\',  plus  "ex" 
tor  product  excellence.  Apparently  the 
"ex"  doesn't  stand  for  management 
excellence. 

Alexander  M.  Poniatoff  got  his  Am- 
pex Corp.  booming  in  the  Fifties  by 
developing  the  first  quality  tape  re- 
corder, videotape  recorder  and  stereo 
music  s\stem.  Between  1958  and  1959, 
\shile  earnings  didn't  even  double,  the 
stock  soared  sevenfold  to  S46  (to- 
day's equivalent  price).  Then,  in  1961, 
Ampex  posted  a  shocking  $9.2  million 
pretax  deficit  on  sales  of  S70  million, 
^•uddenly  it  became  clear  that  Ampex 
had  been  poorly  managed  for  years. 

Enter  William  Roberts,  who  was 
stymied  as  No.  Two  at  Bell  &  Howell. 
He  centralized  management  in  Red- 
wood City,  Calif.,  posted  an  immedi- 
ate S3-million  profit  and  started  build- 
ing sales  volume.  With  margins  hold- 
ing steady  at  around  5%  on  sales,  he 
preserved  Ampex'  charisma  by  spend- 
ing more  than  S150  million  on  well- 
publicized  new  products  during  the 
Sixties.  The  stock  hit  the  $45  range 
again  late  in  1969. 

Then,  in  fiscal  1971  (through 
April),  Ampex  reported  a  $12-mil- 
lion  loss  on  sales  of  $291  million.  But 
that  was  only  a  warm-up.  Now  Am- 
pex says  it  will  lose  $40  million  in  the 
current  fiscal  year. 

Growing  Wild 

What  happened?  Ampex  was  a 
growth  company  under  Roberts.  But 
its  problems  grew  more  than  anything 
else.  From  1965  to  1971,  Ampex' 
sales  climbed  90%.  But  its  cost  of  sales 
and  expenses  shot  up  130%.  Cost 
stored  in  inventory  rose  185%.  And 
its  debt  of  all  kinds  jumped  285% 
(to  $285  million).  All  that  growth 
finally  caught  up  with  Roberts  last 
year,  and  he  wrote  off  $19.5  million 
in  inventories  and  deferred  R&D  ex- 
penses. Nonetheless,  Ampex'  invento- 
ry actually  increased  SI  million,  to 
$117  million,  during  fiscal  1971. 

This  time  Ampex  is  slashing  harder. 
About  a  third  of  the  projected  $40- 
million  deficit  will  cover  write-offs  of 
inventories,  prepaid  royalties,  doubt- 
ful accounts  receivable  and  some  dis- 
continued products— including,  of  all 
things,  home-market  tape  recorders. 
The  rest  of  the  loss  will  come  from 
on-going  operations. 

Looking  back  on  Roberts'  11  years, 
Ampex  will  have  earned  only  about 
$25.6  million   on   sales  totaling  more 


than  $2  billion.  Obviously,  Ampex 
wasn't  managed  very  well  in  the  Six- 
ties either. 

Basically,  Ampex  lost  its  way.  Ted 
Costello,  West  Coast  electronics  ana- 
lyst at  the  Dean  Witter  brokerage 
house,  who  alone  predicted  Ampex' 
big  1971  loss,  says:  "Roberts  and  his 
men  think  Ampex  is  still  a  high-tech- 
nology R&D  company,  like  it  was  un- 
der Poniatoff.  But  now  it's  actually 
in  fiercely  competitive  industrial  and 
consumer  electronics  markets.  It 
keeps  shooting  for  that  magic  some- 
thing, like  the  tape  recorder.  But  its 
products,  though  often  innovative, 
haven't  been  all  that  magical." 

Roberts  gambled  on  Videofile,  an 
elaborate  information  retrieval  system 
that  can  sell  for  several  million.  As 
late  as  1968,  he  told  Forbes  that  Vid- 
eofile would  provide  a  profitable  5% 
of  Ampex  sales  in  1971.  Today  it  is 
only  1%  of  sales  and  its  P&L  contribu- 
tion is  blood  red. 

Ampex  has  other  problems,  too: 

•  Though  Ampex  still  dominates 
the  field,  its  new  $140,000  videotape 
recorder  is  being  shunned  by  TV 
broadcasters  who  aren't  sure  the 
third-generation  machine  is  much  bet- 
ter than  Ampex'  old  equipment. 

•  Its  25%  to  30%  market  share  in 
prerecorded  stereo  tapes  is  shrinking. 
For  a  time,  record  companies  threat- 
ened to  tape  their  own  albums  rather 
than  license  Ampex.  That  forced  Am- 
pex to  start  its  own  risky  record  com- 
pany and  boost  bids  for  licenses.  Then 
bootleggers,  who  tape  albums  and 
sell  thfem  illegally  at  half  price,  came 
along  and  literally  stole  the  profits 
from  Ampex'  tape  operation. 

•  The  cartridge  TV  market  remains 
competitive  and  remote.  Recently 
Ampex  postponed  production  of  its 
Instavideo  for  another  year.  "Ampex 
blames  a  lot  of  things,"  says  an  ana- 
lyst. "But  the  real  reason  is  that  In- 
stavideo still  has  too  many  bugs." 

That  last  comment  reflects  another 
problem  that  grew  under  Roberts— 
Ampex'  credibility  gap.  Roberts,  a 
headstrong  man,  ignored  his  execu- 
tives' misgivings  and  insisted  to  re- 
porters time  and  again  that  Ampex' 
sales  would  hit  $500  million  early  in 
the  Seventies  and  would  hit  $1  billion 
a  few  years  later.  Current  sales:  about 
$300  million. 

Also,  several  analysts  are  upset  over 
last  year's  $10-million  R&D  write-off. 
Says  White,  Weld  Vice  President 
George     Schott:     "Ampex'     standard 


Roberts  of  Ampex 

line  was  that  the  company  never  de- 
ferred research  costs.  It  wasn't  true." 

Perhaps  most  damaging  are  new 
doubts  about  the  quality  of  Ampex' 
consumer  products.  Their  quality  was 
never  before  questioned. 

How  could  Roberts,  who  started 
so  well,  end  up  so  badly?  Some  blame 
his  health.  Early  in  1969  he  suffered 
a  heart  attack.  Last  November,  after 
a  second  attack,  he  relinquished  his 
chief  executive  post.  He  remains  board 
chairman.  But  there's  a  problem  with 
that  theory.  If  his  health  impaired 
him,  why  weren't  the  attacks— espe- 
cially the  first  one— immediately  an- 
nounced to  the  shareholders?  "Mr. 
Roberts  didn't  wish  an  announce- 
ment," says  a  company  executive.  "I 
saw  no  evidence  of  a  real  slowdown." 

Still,  Roberts,  at  age  57,  has  cut 
back  his  workload  and  promoted  Ar- 
thur Hausman,  a  veteran  Ampex  ex- 
ecutive who  supervised  the  technical 
staff  and  the  company's  profitable 
computer  products  division.  Unfortu- 
nately, Hausman  didn't  help  the  com- 
pany's credibility  last  June  by  pre- 
dicting a  return  in  fiscal  1972  of  Am- 
pex' 15%  earnings  growth  curve.  But 
he  has  wised  up  since  becoming  chief 
executive.  So  far  he  has  refused  to 
talk  to  the  press. 

As  for  Roberts,  he  played  for  high 
stakes  but  lost— which  is  understand- 
able and  forgivable.  Nevertheless, 
there  are  solid  grounds  for  criticizing 
Roberts.  Why,  for  example,  was  he 
so  quick  to  predict  future  triumphs, 
and  so  slow  to  admit  current  reverses? 
Why  did  he  ^ell  half  his  own  stock 
late  in  1969  at  around  $45  a  share, 
stock  that  dropped  sharply  within 
months  and  now  sells  for  just  $11? 
Did  he  know  something  was  wrong 
back  in  1969?  And  if  so,  shouldn't  he 
have  shared  it  with  his  stockholders?  ■ 
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Great  American  Lee 


Recreation  is  a  booming 
business.  The  leisure  field  is 
one  of  the  most  dynamic  in 
our  economy.  A  $150  billion 
market.  And  when  that 
much  money  is  being  spent, 
you  know  the  marketplace 
is  packed  with  people. 
They're  looking  for  the  best 
products  and  services  avail- 
able; and  in  the  outdoor 
field  they  look  to  Field  & 
Stream  for  leadership  and 
direction. 


Maybe  that's  why  we 
led  the  field  in  1971  ii' 
advertising  pages  in  4 
door  leisure  market.  J 
no  other  outdoor  ma^ 
carries  as  many  adver 
pages  as  Field  &  Strer 
We  led  Outdoor  Life  \ 
our  1,147  pages  to  thd 
1,123  pages  (excludin 
house-affiliated  adver 
Sports  Afieldhad903 
We  also  outpaced  sue 
azines  as  Esquire  and 
Playboy.  The  women' 
magazines  have  also  o* 
off  a  great  year  but  w»' 
lead  Women's  Day,  Bf 
Homes  &  Gardens,  R^ 
Digest,  Family  Circle, ( 
can  Home,  and  McCd> 
in  total  advertising  parf 


■•# 


Al  Rockweir 

shoots  for  the  moon, 

bui  he  gets  back  down  to  earth. 

every  month  in  Field  &  Stream 

wilh  Mike  O'Neill. 


Top  men  look  to  each  olher 
m  magazines  like  Field  &  Stream  Al 
Rockwell,  lett.  ischaicman 
oINortfi  American  Rockwell  His  firm 
buill  the  Apollo  capsule  that  look 
our  astronauis  to  trie  moon  His  world 
IS  one  of  outer  space,  jet  aircrad. 
automobiles,  boats  and  finance  Bui 
when  he  touches  down.  Field 
&  Stream  is  his  magazine.  Because. 
basically,  Mt  Rockwell  is  an 
environmentalist  He's  contributed 
I  generously  to  wildlife  foundations.  He 
shoots,  hunts,  fishes,  and  serves 
on  President  Nixons  Environmental 
Quality  Advisory  Committee 
Michael  J  O'Neill,  ught,  publisher  ol 
Field  i  Stream,  faces  up  to  the 
problems  ol  sportsmen  m  an  outdoor 
world  ihreatened  by  poUulion 
His  positive  positions  draw  readers  Irom 
management's  top  echelon  Here 
IS  a  magazine  published. 
edited  and  staffed  by  people  deeply 
concerned  about  the  vital  earth 
they  tread  and  write  about  And  over 
7.000,000  adult  readers  are 
involved  wilh  us  Including  men  with 
household  incomes  ol  S?5,000 
or  more  We  reacn  them  at  a  lower  cost 
per  thousand  than  National 
Geographic,  Outdoor  Life  or  Sports 
Afield  * 

When  you're  out  to  say  something  to  the 
Al  Rockwells  Of  this  world,  say  it 
here  It  might  even  reach  the  Man  on 
Ihe  Moon 

FiddEStream 

A'^-c-'x3  s  Number  One 
Spoilsman's  Magazine 
•Simmons  1971 


'ship  Profiles  1971. 


•e  more  than  seven 
idult  readers  who 
o-eye  with  us— 
'.  positive  editorial 
}  take  to  the  articles 
itrations  we  publish 
oducts  we  advertise, 
top  management 
es  and  public 
From  the  Secretary 
nerce  to  the  Chair- 
he  Board  of  North 
m  Rockwell.  For  76 
«ple  like  this  have 
-ed  Field  &  Stream 
e  of  the  outdoors. 
orWof  leisure- 
wmericans,  we're 
I's  Number  One 
lan's  Magazine.  For 
ofile,  contact  one 
ffices. 


FieldEStream 

America's  Number  One 
Sportsman's  Magazine 
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Are  Maurice  Stans 
and  Reld&  Stream 
our  Iwo  most  important 
natural  resources? 


Maurice  Stans.  le(t,  is 
cor  Secreiary  o(  Com- 
merce and  an  aci've 
ouldoorsman  He's 
working  for  a  healthy 
environment  and  a 
healthy  economy 
Michael  Pfome  is  Field 
&  Streams  Consen/a- 
tton  Editor  Together, 
they  represent  two  men 
battling  (or  our  lives 
Because  eco'ogv  has 
suddenly  come  out  of 
the  forest  and  into  Mam 
Street  as  perhaps  this 
century  s  most  vital 
issue. 

And  that's  why  the 
pagesof  Fieid&Slr^-s- 
havecamedthecon- 
sen/ation  message  for 
half  a  century 
Hunters,  Iishermen 
traweiers,  busmessrr^r 
—  the  entire  letsure 
market-ouidoof  frater- 
nity looks  to  Field  & 
Stream  tor  facts 
Including  national 
leaders  like  Mauf  ice 
Slans  To  men  like  this 
Fields  Stream  is 
second  nature 


FieldEStream 


Kurt  Ferris  _ 
buys  stock  in 

500-share  lots 


Why  should  he  want  a  broker  who's 

a  leader  in  handling  10,000-share  blocks? 


Kurt  Ferris  is  a  name  representing  substantial  inves- 
tors with  an  increasingly  typical  concern.  He's  seeking 
more  expert  advice  about  investments.  And  Kidder, 
Peabody's  big-block  importance  assures  him  we  have 
the  highly  sophisticated  skills  he  requires.  At  Kidder, 
Peabody  individual  investors  like  Mr.  Ferris  benefit 
from  those  skills  directly  ...  for  three  fundamental 
reasons. 

First,  because  our  typical  registered  representative 
works  with  both  substantial  individual  investors  and 
large  institutions.  Result:  he  serves  his  500-share 
customers  with  10,000-share  skills. 
■  Second,  because  our  representatives  serve  a  sur- 
prisingly small  number  of  customers  compared  to 
the  brokerage  industry.  They  do  this  so  that  they  can 
render  the  exacting  services  which  sophisticated  in- 


vestors .  .  .  500-share  or  10,000-share  . . .  want.  This  i: 
our  company  policy.  We  insist  that  your  man  hav( 
the  time,  the  skills,  and  the  back-up  to  be  an  individ 
ualist,  helping  you  seek  the  achievement  of  you 
individual  investment  goals. 

Third,  because  Kidder,  Peabody  managed  a  larger 
total  of  public  and  private  corporate  financings  dur- 
ing the  past  decade  than  any  other  firm.  This  leader- 
ship is  not  only  a  mark  of  sophisticated  abilities.  It's 
a  distinct  advantage  when  you  want  knowledgeabl| 
evaluations  of  new  financings  coming  to  market. 

When  you  are  seeking  new  investment  ideas,  fami 
iarize  yourself  with  our  professional  approach  to  s( 
curity  selection.  Write  or  phone  for  our  latest  "Surf 
mary  of  Research  Recommendations."  it  may  he 
you  become  even  more  than  a  500-share  investo 


Bosti 


Kidder,  Peabody 

C5  ^O*   INCORPORATED 

Affmdrrs  NrwYori  and  Am,:uJn  Sled  fi.frjnjn 

20  EXCHANGE  PLACE  •  NEW  YORK,  N.Y.  lOOOS 
>n  •  Philadelphia  •  Chicago  •  San  Francisco  •  Los  Angeles 
Atlanta  •  Dallas  and  23  other  cities  across  the  country 
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The  Forbes  Index 


preliminary 


Composed  of  the  following. 
Production 

•  How  much  are  we  producing''  (Federal  Re- 
serve Board  Index  ol  industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering'' 
iDept  ol  Commerce  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building''  (Dept    ol 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debf  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services''  (Dept.  of  Commerce 


NOV.  103.8 

DEC 105.6 

JAN 106.8 

FEB 108.1 

MAR 109.8 

APR 111.3 

MAY    112.1 

JUNE 112.8 

JULY  113.9 

AUG 115.2 

SEPT 116.2 

OCT.   1162 

NOV 117.1 

DEC.  (Prel.)    117.6 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  Iseen  laid  off  ?YU.  S. 
Oepf.  of  Labor  initial  unemployment  claims) 


Indti  Reois^d;  Consunwi  inHallmenl  debt  plui  o  1967  bos*  period  for  all  componmnts. 


MARKET  COMMENT 

By  L  0.  Hooper 


This  Time  Of  Change 


These  are  times  of  rapid  change. 
Not  so  many  moiitlis  ago  Washington 
policy  called  for  tight  money  and  de- 
Hation.  Right  now  the  emphasis  is  on 
easier  mone\  and  more  abundant 
ciedit,  and  neither  the  Price  Board 
nor  the  Wage  Board  seems  to  be  wor- 
ried about  inflation.  Prices  and  wages 
are  regulated,  but  usualK  upward 
and  almost  never  downward. 

Triple-.A  bonds  now  yield  about  1% 
to  1)'*%,  against  9%  to  9)4%  not  too  long 
ago.  The  stock  market,  which 
dropped  violently  fiom  Sept.  8  to 
Nov.  23,  recently  cancelled  out  prac- 
tically all  of  that  loss  in  only  about 
30  sessions.  It  went  up  faster  than  it 
went  down,  reversing  usual  behavior. 
U.S.  Treasury  notes  for  a  while  were 
attainable  at  8%,  but  now  ofter  only 
about  a  3%  return. 

It  is  small  wonder  that  the  stock 
market  has  been  all  over  the  lot.  .A.s 
measured  by  the  DJI,  it  has  not  made 
a  new  high  since  Feb.  9,  1966 
(1001.11  intraday,  995.15  close),  or 
for  almost  sL\  years.  In  the  meantime 
it  has  been  as  low  as  627.46  intraday, 
in  May  of  1970.  Roughly  speaking,  it 
has  been  "high"  at  925-970,  "low"  at 

Mr.  Hooper  is  associated  with  tlie  New  York  Stock 
Exchange  firm  of  WE.    Hutton  &  Co. 


under  800  and  "uneventful"  for  long 
periods  in  the  800s. 

From  a  practical  point  of  view, 
however,  more  than  at  almost  any 
time  in  the  past,  it  has  been  "a  mar- 
ket of  stocks"  rather  than  "a  stock 
market."  Some  stocks  have  been  in  an 
almost  continuous  bear  market,  and 
some  have  sustained  very  good  ad- 
vances while  the  market  has  been 
dropping  or  not  been  making  new 
highs.  Those  who  monkeyed  with  the 
conglomerate  fallacy  ("two  and  two 
make  eight"),  those  who  thought 
that  every  computer  issue  was  an 
open  way  to  wealth,  and  most  who 
thought  that  every  good  stock  even- 
tually would  come  back  and  bought 
only  issues  off  75%  or  90%  from  their 
tops  have  done  badly.  Most  glamour 
ceased  to  glitter,  but  there  have  been 
some  outstanding  exceptions:  Bausch 
&  Lomh,  Skyline,  Federal  National 
Mortgage,  Minnesota  Mining,  Bur- 
roughs, etc. 

Over  a  period,  those  of  us  who  are 
inclined  to  be  more  cautious  or  pru- 
dent should  remember  that  there  has 
been  a  great  deal  of  "bunk"  squeezed 
out  of  stock  prices.  Every  time  prices 
have  "collapsed"  the  market's  health 
has  improved;  and  each  time  the  list 


has  rallied  there  has  been  a  little  less 
overvaluation  in  it  than  on  the  pre- 
vious occasion  when  prices  recov- 
ered. The  stock  market,  for  instance, 
looks  better  to  me  now,  on  a  value 
basis,  than  last  time  when  it  got  up 
around  930-950  in  April  and  May  of 
1971.  That  does  not  mean  that  this  is 
a  time  when  one  can  buy  as  confi- 
dently as  one  could  if  the  list  were 
somewhere  in  the  800s. 

I  am  impatient  with  those  who,  at 
this  time,  are  trying  to  find  another 
Bausch  &  Lomb  or  another  Federal 
National  Mortgage  for  immediate  in- 
vestment. No  doubt  there  are  some 
such  glamour  issues  around,  but  the 
odds  are  against  picking  the  right  one. 

Making  Money 

Actually,  those  of  us  who  have 
been  successful  in  building  up  nice 
portfolios  which  now  sell  far  above 
cost  usually  have  two  or  three  fail- 
ures and  a  dozen  or  so  just  so-so 
stocks  for  every  one  or  two  ten-strikes. 
Portfolios  that  show  outstanding  be- 
havior usually  have  made  it  through 
outstanding  performance  in  one,  two 
or  three  issues.  No  one  ever  has  a 
100%  performance  portfolio— unless  he 
just  happens  to  own  only  two  or  three 
"goodies."  And  if  he  owns  only  two  or 
three  goodies,  the  chances  are  that 
he  has  taken  some  nasty  losses  in  the 
"baddies"  along  the  way. 

I  am  also  impatient  with  those  who 
keep  asking  whether  the  public  is 
coming  back  into  the  market.  The 
public  has  never  been  out  of  the  mar- 
ket. There  are  still  some  30  million 
stockholders— more  than  ever  before— 
in  this  population  of  225  million.  Fur- 
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WHAT  MAKES 

babsoiVs 

INVESTMENT 
ADVISORY  SERVICE  DIFFERENT 

All  investment  services  are  not  alike. 
Mass-produced  bulletin  services  cannot 
be  written  specifically  for  you.  Specialized 
and  technical  services  are  not  broad 
enough  to  build  a  well-balanced  portfolio 
which  we  believe  is  necesary  if  safety 
as  well  as  growth  is  to  be  considered. 

BABSON'S  IS  DIFFERENT  —  Babson's 
analyzes  your  portfolio  •  Your  registered 
securities  are  carefully  watched  •  You 
have  unlimited  consultation  privileges  • 
You  receive  the  famous  weekly  Investment 
and  Barometer  Letter  •  Objective  is 
growth  in  terms  of  income  and  apprecia- 
tion. 

BABSON'S  IS  DIFFERENT  IN  MANY 
WAYS  —  Over  60  years'  experience  • 
Advice  is  completely  unbiased  •  The 
service  is  strictly  advisory  —  you  use 
your  own  broker  for  transactions  •  The 
annual  fee  is  only  $180. 

Mail  the  coupon  today  —  for  a  free 
brochure  showing  how  Babson's  may  be 
of  great  benefit  to  you. 


Name. 


Street. 

City_ 


-State. 


.Zlp_ 


BABSON'S  REPORTS  Inc. 

Wellesley  Hills,  Mass.  02181  DEPT.  F-338 


PRIVATE 
MANAGEMENT 


A  NEW  AVENUE  FOR  YOUR  CAPITAL? 

Increasingly,  investors  are  turning  to  pri- 
vate management  of  their  capital.  Widely 
fluctuating  markets,  rapidly  shifting  in- 
terest among  major  industries,  changing 
investment  patterns,  complex  international 
forces  .  .  .  these  attributes  of  the  modern 
securities  markets  have  convinced  many 
investors  that  investing  is  a  full-time 
task. 

Investors  Research  Co.  offers  con- 
tinuous supervision  for  portfolios  of 
$10,000  or  more.  If  you  feel  that  pri- 
vate management  by  a  full-time  staff  of 
analysts  can  help  you  achieve  better 
investment  results,  and  would  like  to 
know  more  about  our  programs,  give  us 
permission  to  send  our  brochure,  "Man- 
agement For  The  $10,000  Plus  Portfolio." 

Investors  Research  Co. 

924  Laguna  St. 

Santa  Barbara,  Calif.  93101 

Please  send  me  a  copy  of  "Management 
For  The  $10,000  Plus   Portfolio." 


Name. 


Address- 


City- 


-State_ 


JZip. 


thermore,  the  public  was  much  less 
active  at  the  bottom  than  it  has  been 
in  the  past.  Because  the  public  did 
not  own  so  much  stock  on  margin 
as  it  did  in  the  old  days,  it  did  not 
have  to  sell;  and  a  larger  percentage 
of  the  activity  at  the  bottom  was  of 
institutional  origin. 

The  public  has  been  supplying  a 
much  higher  percentage  of  the  vol- 
ume since  some  time  in  late  Novem- 
ber. One  reason  is  that,  at  long  last, 
the  public  has  been  making  money 
and  the  word  gets  around.  One  rea- 
son why  the  public  was  not  buying 
stocks  during  the  drab  days  of  de- 
cline was  that  word  had  got  around 
that  no  one  was  making  money.  The 
thing  that  bothers  me  is  that  the  pub- 
lic is  asking  me  for  more  constructive 
ideas  than  I  have  been  able  to  develop. 

As  a  conservative  investment  right 
now,  I  like  the  papers,  especially 
International  Paper  (35)  and  U.S. 
Plytvood-Champion  (30).  I  think  pa- 
per company  earnings  will  improve 
this  year.  I  especially  like  Internation- 
al Paper  because  I  think  the  present 
management  is  likely  to  be  more  ag- 
gressive in  developing  the  company's 
splendid  physical  assets. 

Future  Glamour  Sfock? 

As  a  speculative  commitment 
which  could  develop  some  real  glam- 
our, I  would  like  to  mention  Bow 
Valley  Industries  (34),  which  is  some- 
thing of  an  oil  development  conglom- 
erate with  a  high  Canadian  Arctic  em- 
phasis but  with  other  properties  in 
Africa,  the  North  Sea  and  on  the  At- 
lantic Shelf.  Bow  Valley  also  does 
contract  drilling,  supplies  drilling  ma- 
terials and  machinery  and  has  some 
forest  resources.  This  company  usual- 
ly has  small  participations  in  many 
drilling  ventures  that  are  being  con- 
ducted by  others.  I  like  its  wide  oil 
development  exposure. 

The  advance  in  Federal  National 
Mortgage  (26  for  the  4-for-l  spht 
stock)  should  begin  to  slow  down  as 
the  stock  approaches  a  price  at  which 
the  $250  million  of  convertible  4^s 
can  be  called  to  force  conversion  into 
about  12.7  million  shares  of  new 
stocks.  I've  been  guessing  that  this 
can  be  accomplished  with  the  new 
stock  up  around  28-30.  After  this  ma- 
jor corporate  aim  is  accomplished, 
the  stock  may  go  still  higher,  but  it 
will  take  time  to  absorb  a  supply  of 
additional  shares.  Fourth-quarter 
earnings  are  not  out  as  this  is  written, 
but  I  would  guess  that  Fanny  Mae 
earned  about  $2  a  share  on  the  old 
stock  or  50  cents  on  the  new.  The 
first  quarter  of  1972  will  probably  be 
a  little  better. 

In  some  quarters  there  is  real  en- 
thusiasm about  the  aluminum  shares 


as  relatively  conservative  investments. 
This  group  had  a  severe  decline  last 
year  on  declining  profits,  and  fore- 
casts of  even  lower  profits  in  1972. 
Consumption  did  not  increase  as  fast 
as  expected,  and  prices  were  ruinous- 
ly cut.  As  a  result  of  stopping  most  of 
the  silly  price  competition  which  did 
nQt  encourage  additional  consump- 
tion, and  as  a  consequence  of  a  bet- 
ter demand,  the  price  structure  has 
started  to  improve,  and  further 
strength  is  anticipated.  The  best 
aluminum  stock,  in  my  opinion,  is  Al- 
can  (19).  This  company  has  a  world- 
wide business  and  is  much  better  in- 
tegrated than  it  formerly  was.  The 
stock  pays  $1,  to  return  better  than 
5%.  Net  in  1971  was  around  $1.75  a 
share.  Instead  of  earning  less  in  1972, 
net  could  be  as  high  as  $2. 

Earnitig%  Recovery 

There  are  some  fancy  projections 
about  the  possible  recovery  in  Chesa- 
peake h  Ohio's  (54)  earnings  in  1972. 
As  much  as  $6  or  $7  looks  reason- 
able, and  some  estimates  are  consid- 
erably higher  than  that.  In  1971  earn- 
ings ($3.25)  were  way  down,  due  to 
the  coal  strike,  and  the  $1  dividend  for 
the  fourth  quarter  was  omitted. 

One  conservative  analyst  is  sug- 
gesting the  sale  of  International  Nickel 
(34),  with  the  idea  of  buying  about 
twice  as  many  shares  of  Texas 
Gulf  Sidphur  (17)  with  the  proceeds. 
The  former  monopoly  position  of  In- 
ternational Nickel  has  evaporated,  and 
there  is  no  longer  a  shortage  of  the 
metal.  There  may  be  some  labor  trou- 
bles at  the  mine  this  summer.  Texas 
Gulf  Sulphur  is  one  of  Canada's  great- 
est nonferrous  metal  companies,  and 
the  stock  looks  cheap  for  the  pull. 
It  also  has  oil  and  gas. 

Gino's  (16)  looks  better  than  it  has 
for  a  long  time.  It  is  eliminating  its 
California  restaurants,  which  have 
been  something  of  a  financial  disaster, 
and  henceforth  will  concentrate  and 
expand  in  the  eastern  markets  in 
which  it  was  such  an  outstanding  suc- 
cess for  such  a  long  time.  Earnings 
this  year  are  estimated  at  around  70 
cents  a  share,  which  may  be  low. 

I  am  hoping,  perhaps  foolishly,  that  ^ 
prices  will  be  lower  some  time  in  the 
not  too  distant  future.  On  the  other 
hand,  1  see  no  prospect  that  the  mar- 
ket will  go  back  soon  to  the  depressed 
area  from  which  it  emerged  after 
Nov.  23.  Washington  is  determined 
to  have  a  good  economic  environment 
this  year,  and  will  use  a  heavy  hand 
to  provide  it.  The  public  is  showing 
more  and  more  interest  in  stocks.  Un- 
fortunately, more  people  are  interest- 
ed in  prices  than  in  value.  This  is  what 
always  happens  when  the  speculative 
luge  thrives.  ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


That  Rosy  Glow 


It  is  MONEY  that  makes  the  world 
go  'round,  and  it  is  MONEY  that 
makes  the  stock  market  go  up.  Sure, 
the  market  had  been  greatly  oversold 
by  last  Thanksgiving,  and  it  was 
poised  for  a  move.  At  the  same  time 
the  economists  were  getting  ready 
with  their  bullish  1972  forecasts  for  a 
SlOO-billion  increase  in  the  gross  na- 
tional product  and  a  15^-plus  rise  in 
corporate  profits;  and  the  Administra- 
tion, preparing  for  next  November's 
election,  also  didn't  miss  a  trick  in  try- 
ing to  make  any  situation,  good  or 
bad,  look  good. 

But  it  was  our  fairy  godmother, 
also  known  as  the  Fed,  which  pro- 
vided the  wherewithal  to  make  the 
stock  market  advance  possible.  Reduc- 
ing margin  requirements,  from  65%  to 
•55?,  was  merely  symptomatic,  but 
judging  by  the  record  increase  in  cus- 
tomers' debt  to  NYSE  member  firms, 
it  was  highly  effective.  The  Fed  has 
been  pumping  money  into  our  system 
at  a  rate  and  to  a  point  where  hold- 
ing "idle "  cash  is  no  longer  remunera- 
tive. On  Nov.  23  of  last  year,  the 
day  the  DJI  made  its  Janctcaij  low 
near  790,  90-day  Treasury  bills  and 
short-term  bank  certificates  of  deposit 
were  pa\ing  about  4.5%,  wa>  below 
the  panic  levels  seen  in  the  spring  of 
1970,  but  still  a  fair  return.  By  mid- 
January,  short-term  money  rates  were 
down  to  3.5%  or  less,  the  lowest  in 
God  knows  how  many  years,  and  the 
First  National  City  Bank  even  cut  the 
interest  rate  on  savings  deposits,  the 
first  reduction  since  1938. 

Who  is  going  to  pass  judgment  that 
the  stock  market  would  not  be,  or 
could  not  be,  at  its  present  level  if 
money  wasn't  as  cheap  as  it  is  right 
now?  Also,  do  these  low  money  rates 
merely  reflect  a  deliberate  policy  of 
very  active  monetary  stimulation,  or 
are  we  to  conclude  that  our  economy 
still  remains  unresponsive  to  the  need- 
ling being  given  it  by  the  Administra- 
tion as  well  as  by  the  Fed?  We  will 
have  to  leave  this  question  unan- 
swered for  the  time  being.  I  only 
want  to  sav'  that  I'd  feel  more  com- 
fortable about  the  stock  market's  fu- 
ture course  if  money  rates  were  more 
reahstic  in  relation  to  long-term  in- 
terest  rates.   These   rates,   at   least   in 

Mr  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exctiange  firm  of  Havenfieid  Corp. 


my  opinion,  are  unlikely  to  go  ap- 
preciably below  the  present  7%  level 
unless  we  can  be  pretty  damn  sure 
that  the  rate  of  inflation  will  decline 
to  3%  or  less  this  year.  Furthermore, 
these  extremely  low  money  rates  again 
put  pressure  on  the  dollar  abroad. 

Opfimistk  But .  .  . 

A  couple  of  months  ago,  I  felt 
rather  strongly  that  the  risk-reward 
ratio  favored  the  buyer  of  stocks. 
Taking  all  factors  into  consideration, 
I  considered  it  much  more  likely  that 
the  DJI  might  go  from  800  to  900 
rather  than  down  to  700.  Now  we  are 
above  900,  and  the  odds  are  not  quite 
so  good  anymore.  I'd  still  give  odds 
that  the  averages,  particularly  the 
more  broadly  based  ones  like  the 
NYSE  index  or  the  S&Ps,  will  reach 
new  all-time  highs  this  year,  but  I 
would  reduce  them  from,  say,  2-to-l 
to  about  3-to-2.  To  avoid  any  mis- 
understanding: I  am  not  bearish;  I 
am  just  less  bullish.  As  a  result  of  the 
ri.se  since  Thanksgiving,  the  downside 
risk  has  increased  and  the  upside  po- 
tential has  diminished.  It  is  becoming 
increasingly  difficult  to  find  fairly 
priced  stocks  that  can  be  recommend- 
ed with  enthusiasm.  What  the  market 
now  needs  is  to  be  reassured  that  that 
rosy  glow  reflects  something  more  tan- 
gible than  the  froth  of  monetary  ease. 

Cities  Service  is  no  glamour  stock; 
in  fact,  most  analysts  would  call  it 
rather  dull.  Earnings  have  hovered 
around  the  $4-a-share  mark  for  the 
past  six  years,  and  the  stock  has  moved 
within  a  narrow  range  for  some  time. 
It  is  quite  possible,  however,  that 
somewhat  greater  dynamism  will 
evolve  as  a  result  of  recent  manage- 
ment rejuvenation.  The  new  chairman 
is  44  years  old  and  the  president  only 
42.  Youth  alone  can't  turn  a  huge 
enterprise  ($1.8-binion  sales)  around 
overnight,  but  Cities  Service  may  very 
well  become  a  livelier  company. 
Meanwhile,  at  45,  the  stock  is  selling 
at  only  about  ten  times  projected  1972 
earnings,  and  the  well-protected  divi- 
dend provides  a  comparatively  liberal 
5%  return.  The  combination  of  a  lim- 
ited downside  risk  and  a  fair  appreci- 
ation potential  should  appeal  to  con- 
servative investors  who  want  to  do 
well,  but  don't  expect  to  double  their 
money  in  a  matter  of  months.   ■ 


Enormous 
profits 
ahead  Sor 
cable  TV 

Cable  TV  may  rival  the  printing  press  and 
the  telephone  in  social  and  economic 
impact.  So  states  the  just  released 
$500,000  Sloan  Foundation  report.  Prof- 
its could  far  exceed  those  now  earned  by 
all  three  existing  on-the-air  TV  networks. 

Cable  TV  now  serves  only  9%  of  the 
country's  households.  How  fast  is  it  grow- 
ing? How  soon  will  it  become  nation- 
wide? How  many  millions  of  dollars  will 
pay-TV  generate?  What  four  pure,  or  al- 
most pure,  cable  TV  companies  are  suit- 
able for  investment? 

THE  POWELL  MONETARY  ANALYST,  in  a 
Special  Report,  gives  answers  and  also 
analyzes  the  one  cable  TV  stock  not  only 
recommended  for  purchase  now  but  ex- 
pected to  be  one  of  the  great  growth 
stocks  of  this  era — perhaps  the  greatest. 

You  can  get  this  Special  Report  on 
cable  TV  at  no  extra  charge  by  subscrib- 
ing now  to  THE  POWELL  MONETARY  ANA- 
LYST, the  different  investment  letter. 
PMA  recognizes  the  importance  of  foreign 
industry  and  finance  to  the  stock  market. 
And  that  investors  need  to  know  more 
than  the  usual  sources  provide  about  se- 
curities and  other  investments  with  infla- 
tion-opportunity-and-protection  features. 
These  include  gold  stocks,  natural  re- 
source stocks,  oil  stocks,  real  estate, 
Scotch  whiskey,  and  others. 

An  eight-week  trial  to  this  bi-weekly 
letter  costs  only  a  tax-deductible  $10.  A 
full  year  subscription,  for  new  subscrib- 
ers only,  just  $85. 

Get  the  comprehensive  investment  in- 
formation and  advice  provided  by  THE 
POWELL  MONETARY  ANALYST.  Subscribe 
now  and  receive,  at  no  extra  charge,  the 
PMA  Special  Report  which  tells  about  the 
cable  TV  stock  which  promises  to  become 
a  growth  blue  chip  of  premier  investment 
quality. 
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TH  E  POWELL  MON  ETARY  ANALYST 
99  Wall  St.,  New  York,  N.  Y.  10005 

Please  send  me  your  bi-weekly  letter  plus,  at 
no  extra  charge,  your  Special  Report:  Cable 
TV's  Dynamic  Growth. 

Name 

Address 


City 


state 


Zip 


□  Two-Month  Trial  Subscription.  Check  for 
$10  must  be  enclosed. 

□  One-Year  Subscription.   $85   (regularly 
$95) 

(Subscription  not  to  be  assigned  _ 

without  my  consent.)  72-16  ■ 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUND 


JNC. 


Objective:  Capital  Appreciation. 

The  Fund  will  seek  long-term  capi- 
tal growth  by  investing  in  com- 
panies operating  in  areas  believed 
to  be  promising. 

NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

For  frea  prospectus  write  or  call:  |^ 

Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Dept.  A6 
Baltimore,  Maryland  21201  (301)  539-1992 


Name. 


Address- 
City 


.State. 


L 


Zip  Code. 


Ifyou  have  $20,000 
in  the  stock  market, 

let  me  manage 
half  of  it  for  one  year. 


¥ 
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I  am  a  personal  invest- 
ment counsellor.  I  manage  other  people's 
investment  dollars.  I'd  like  to  manage  half 
of  your  portfolio  for  one  year,  then  let  you 
decide  who  ought  to  do  the  whole  job. 

Operating  in  the  market  is  a  full  time  job. 
The  market  moves  on  facts  and  emotion. 
With  and  against  economic  realities.  Indi- 
vidual stocks  in  the  market  make  their 
own  moves. 

My  organization  devotes  full  time  to 
watching  and  charting  individual  compa- 
nies. We  have  developed  what  we  call  the 
"Mills  Growth  Phase  Curve"  that  gives 
us  an  indication  of  which  stocks  may  pos- 
sibly do  better  than  average,  and  which 
ones  won't. 

If  you  would  like  to  know  more  about 
how  we  manage  millions  of  dollars  in 
investments,  write  for  our  free  48-page 
booklet, "Personal  Investment  Counsel". 
Read  it.  Then  decide  if  you'll  accept  tny 
challenge. 

Mansfield  Mills  Inc. 

Very  Personal  Investment  Counsel, 

7918  Ivanhoc  Avenue. 

(P.O.Box  351)  Dcpt    2-2-1 

La  Jolla,  California  92037. 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


A  Speculator's  Market? 


After  the  big  recovery  swing  from 
the  May  1970  lows  near  Dow  630 
topped  out  just  under  960  in  April 
1971,  many  sophisticated  investors 
began  to  think  that  the  stock  mar- 
ket most  probably  would  spend  the 
rest  of  1971  and  perhaps  all  of  1972 
tracing  out  wide  up  and  down  swings 
within  a  more  or  less  flat  trading 
range.  The  idea,  which  I  shared  for 
a  time,  was  that  there  were  no  com- 
pelling reasons  why  the  Dow  should 
either  climb  through  the  "resistance 
zone"  of  the  upper  900s,  from  which 
it  had  fallen  back  several  times  since 
1966,  or  retreat  all  the  way  back 
to  the  lower  600s.  Prospects  then 
seemed  neither  so  rosy  nor  so  bleak 
that  one  could  plausibly  expect  the 
average  to  do  anything  but  mark 
time  between  the  old  highs  and,  say, 
somewhere  in  the  lower  800s.  In  short, 
this  year's  stock  market  was  thought 
likely  to  keep  wallowing  in  the  200 
point  range  where  the  Dow  has  been 
stalled  most  of  the  past  five  years. 

This  idea  still  seems  pretty  popu- 
lar, mainly  perhaps  because  people 
have  an  understandable  tendency  to 
project  past  trends  into  the  future: 
The  big  trend  of  stock  prices  has 
been  flat,  therefore  it's  likely  to  re- 
main flat.  Because  it  envisages  no 
radical  departure  from  what  appears 
to  be  a  thoroughly  established  pat- 
tern of  market  behavior,  this  is  obvi- 
ously the  conservative,  respectable 
view.  To  deviate  from  it,  you  must 
be  willing  to  argue  either  that  the 
Dow  has  been  in  a  bear  market  ever 
since  it  posted  a  1966-68  "double 
top"  near  1000  and  so  is  likely  to 
break  its  1970  bear-market  low  soon- 
er or  later;  or  that  the  Dow's  fluctua- 
tions since  1966  will  prove  to  have 
been  a  huge  long-time  base  which 
will  be  completed  when,  sooner  or 
later,  a  bull  market  from  the  1970  low 
bleaks  out  tluough  1000. 

Either  of  these  views  is  pretty  radi- 
cal, not  only  by  contrast  witli  the  rel- 
atively sober  trading-range  thesis,  but 
also  in  its  long-range  technical  impli- 
cations. Tlie  former  must  envisage  an 
eventual  drop  of  more  than  300  points 
from  the  Dow's  recent  recovery  high; 
the  latter  an  advance  of  perhaps  not 
less  than  200  points. 

Uj.  SchuIz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 
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At  first  glance,  these  radical  alter- 
natives make  for  an  unattractive  long- 
er-temi  risk-reward  ratio  (maybe 
that's  one  reason  why  many  people 
feel  more  comfortable  with  the  flat- 
trend  concept).  But  I  think  the  risk 
side  of  this  ratio  is  far  more  theoreti- 
cal than  real;  besides,  from  a  techni- 
cal viewpoint,  it  could  remain  purely 
theoretical  as  long  as  the  Dow  holds 
above  last  November's  low  near  790 
(which  isn't  very  helpful  right  now). 
The  reward  side,  on  the  other  hand, 
has  a  lot  more  realistic  things  going 
for  it,  as  far  as  I  can  see,  whether  it 
involves  a  potential  advance  in- 
to the  1000-1100  range  or  the 
1100-1200  range. 

New  Highs  Ahead 

For  one  thing,  it  seems  all  but  cer- 
tain that  1972  corporate  after-tax 
earnings  will  score  a  substantial  year- 
to-year  gain.  The  consensus  looks  for 
a  15%  rise,  but  a  few  economists  are 
projecting  something  nearer  20%  and 
1  suspect  these  "radicals"  stand  a  fair 
chance  of  being  right  (or  at  least  that 
their  forecasts  of  extended  improve- 
ment into  1973  will  eventually  be- 
come "respectable").  For  another,  as 
1  have  been  trying  to  show  in  recent 
columns,  this  year's  stock  market  could 
benefit  from  an  extraordinary  in- 
crease in  potential  buying  power,  so 
much  that  it  would  need  many 
months  to  be  fully  deployed.  And 
thirdly,  1  think  we  can  count  in  this 
election  year  on  the  Administration 
to  keep  the  investment  climate  favor- 
able, if  only  because  a  rising  stock 
market  demonstrably  tends  to  bolster 
the  consumer  confidence  needed  to 
support  an  accelerating  business  re- 
covery. All  this  should  add  up  to  what 
President  Nixon  likes  to  call  a  "win- 
ning combination." 

So  I'm  making  my  choice  in  favor 
of  expecting  to  see  the  Dow  move  to 
new  all-time  highs  sooner  or  later 
this  year,  with  a  marked  rise  in  specu- 
lative enthusiasm  as  a  concomitant 
or  a  consequence.  Under  such  condi- 
tions, the  speculator  in  risky,  low- 
grade  stocks  might  do  a  great  deal 
better,  at  least  for  a  while,  than  the 
conservative  investor.  Indeed,  when  I 
let  my  imagination  roam,  I  think  I 
can  smell  perhaps  the  biggest  "gar- 
bage" market  in  years.   ■ 

FORBES,   FEBRUARY  1,   1972 


The  Funds 


Jerry  Tsai's  Best  Investment? 


Near  the  1968  market  peak,  with 
an  exquisite  sense  of  timing,  Jerry 
Tsai  sold  his  Tsai  Management  & 
Research  Corp.,  with  its  stable  of 
fi\e  funds,  including  the  celebrated 
Manhattan  Fund,  to  Chicago's 
CNA  Financial  Corp.  The  price 
tag:  over  S32  million  in  CNA  stock, 
90^  of  which  went  to  Tsai. 

But  the  money  wasn't  the  only 
reason  Tsai  sold  out.  Faltering 
Manhattan  Fund  had  encountered 
severe  redemption  problems.  Also, 
CNA  offered  Tsai  an  executive 
vice  presidency,  with  an  eventual 
shot  at  Chairman  Howard  C. 
Reeder's  chief  executive  job.  For 
two  years  Tsai  left  the  day-to-day 
management  of  his  funds  to  oth- 
ers and  headed  up  CNA's  nonin- 
surance  acquisition  program.  Then 
in  September  1970,  Tsai's  acquisi- 
tion assignment  was  halted  and 
he  returned  to  managing  his  fund 
full  time.  When  Elmer  L.  Nichol- 
son, an  outsider  from  Fidelity  Mu- 
tual, was  named  CNA's  new  chief 
executive  in  1971,  it  merely  con- 
firmed what  everyone  had  guessed: 
Tsai  had  been  removed  from  the 
running  for  CNA's  top  spot. 

Weep  not  for  Jerry  Tsai.  The 
market  collapse  of  1969-70  and 
the  redemption  scare  that  hit  mu- 
tual funds  in  1971  have  hurt  the 
share  prices  of  many  mutual  fund 
management  companies.  Since 
1968  Vance,  Sanders  has  declined 
44%,  Keystone  Custodian  11%  and 
Dreyfus  Corp.  43%.  In  contrast, 
CNA   common   is   back   up   to   its 


l%ai  of  Tsai  Management 

late  1968  level,  holding  up  quite 
well.  So  last  December,  when  Tsai 
decided  to  sell  145,510  of  his  CNA 
shares,  he  was  able  to  net  roughly 
the  same  $3.5  million  they  were 
worth  when  he  got  them  in  the 
1968  merger.  And  he  still  has 
300,000  shares  left,  plus  another 
650,000  in  his  son's  trust  fund, 
with  a  total  current  market  value 
of  nearjy  $24  million.  Tsai  wasn't  a 
big  winner  on  his  CNA  stock,  but 
he  wasn't  a  big  loser  either. 


What  Next? 


When  good  times  come  for  an  in- 
dustry, the  participants  often  have 
a  hard  time  imagining  that  the 
gravy  train  could  ever  derail  or 
even  slow  down.  Witness  the  bull- 
ish reports  from  most  of  Wall 
Street  on  the  eve  of  the  1969-70 
crash,  or  the  ballyhoo  about  the 
golden  future  of  silver  futures  in 
1968  when  they  sold  as  high  as 
$2.88  an  ounce  ( they  sell  for  little 
better  than  half  that  now). 

One  industry  that  has  been  hav- 
ing a  heyday  recently  is  the  bond 
funds,  especially  the  tax-free  mu- 
nicipal bond  funds  (Forbes,  Sept. 
I).  In  1969  only  orphans  or  wid- 


ows considered  buying  bonds.  But 
with  the  rise  of  interest  rates  since 
then  and  the  collapse  of  so  many 
common  equities,  bonds  became 
attractive.  In  fact,  individual  in- 
vestors in  record  numbers  bought 
them  by  the  billions  of  dollars 
worth.  After  all,  the  tortoise  is 
more  reliable  than  the  hare. 

Benefiting  from  this  new  mood 
was  the  Nuveen  Tax-Exempt  Bond 
Fund.  Sales  rose  from  $25  million 
in  1969  to  $91  million  in  1970  to 
$151  million  in  1971.  Merrill 
Lynch  leaped  in  last  March,  head- 
ing a  syndicate  of  brokers  that  sold 
$315  million  worth  of  funds  in 
only  nine  months.  Others  hke  E.F. 
Hutton  have  entered  the  tax-free 
bond  fund  act  as  well. 


T.ROWE  PRICE 
GROWTH  STOCK 
^  FUND,  IMC. 

I.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund.  Inc. 

One  Charles  Center,  Dept  M 

Baltimore,  Md.  21201  Phone  (301)  539-1992 


DIVIDEND 
NOTICE 

The  Board  of  Directors  of 
Ford  Motor  Company  at  a 
meeting  held  in  Dearborn, 
Michigan,  on  Jan.  13,  1972, 
declared  a  first  quarter 
dividend  of  65  cents  a  share 
on  the  Company's  outstand- 
ing stock,  payable  March 
1,  1972,  to  stockholders  of 
record  at  the  close  of  busi- 
ness on  Jan.  31, 1972. 


<^if 


The  American  Road 
Dearborn,  Michigan  48121 


•  * 


Discover  America. 
It's  3,000  smiles  wide. 
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Speeiil  htiwhetoty  JMOfh! 

Value  Line  for  the  next 

three  months  for 

only  ^25 


(REGULAR 
RATE^9) 


RESTRICTION: 

This  offer  is  limited  to  one  individual  in  a  household  that  has  not 
already  had  a  subscription  to  the  VALUE  LINE  INVESTMENT  SURVEY. 
See  for  yourself  how  Value  Line's  investment  advisory  service,  though 
not  "free  of  charge,"  might  help  you  to  maximize  your  investment 
profit  possibilities  and  reduce  your  investment  risk. 
REASONS  FOR  THIS  OFFER: 

Value  Line  offers  its  service  on  a  three-month  trial  basis  at  half  the 
regular  rate  to  new  trial  subscribers  only  because  we  have  found  that 
a  high  percentage  of  those  who  once  try  Value  Line  for  a  period  of 
months  stay  with  it  on  a  long-term  basis.  The  increase  in  circulation 
thus  effected  enables  us  to  provide  a  service  for  far  less  than  would 
have  to  be  charged  to  a  smaller  number  of  subscribers. 

BONUS: 

Under  this  special  trial  offer  you  will  receive  all  the  latest  full-page 
reports  on  each  of  the  1400  stocks  covered  by  Value  Line  the  year  round 
filed  and  indexed  in  two  strong  ring  binders.  This  Value  Line 
Reference  Service,  which  alone  sells  for  $25,  will  be  yours  at  no 
extra  charge  under  this  offer. 
SUBSCRIPTION: 

For  the  next  three  months  you  will  receive  new  reports  on  each  of  the 
1400  stocks,  at  the  rate  of  more  than  100  a  week,  which  will  replace 
and  update  those  already  in  your  binder.  (Filing  takes  only  one  minute 
a  week.)  You  will  also  receive  during  the  next  13  weeks  the  weekly 
"Selection  and  Opinion" section  of  the  VALUE  LINE  INVESTMENT 
SURVEY,  bringing  you  Value  Line's  forecast  of  the  economy  and  the  stock 
market,  advice  on  investment  policy,  in-depth  analyses  of  especially 
recommended  stocks  and  special  situations,  the  Value  Line  market 
averages,  and  other  features. 
MONEY  BACK  GUARANTEE: 

If  you  find  that  the  Value  Line  Service  is  not  all  that  you  expected  it 
to  be,  you  may  return  the  material  we  send  you  within  30  days 
for  a  full  and  unquestioned  refund  of  your  $25. 


"^IBS^ 


THE  VALUE  LINE  INVESTMENT  SURVEY 

V  Arnold  Bernhard  &  Co,  Inc.  •  5  East  44th  St.,  New  York,  N.Y.  10017 


D 


D 
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Begin  my  13-week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 
special  money-saving  rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 
The  Investors  Reference  Service.  I  have  enclosed  my  $25  check  or  money  order. 
This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  any  subscriber. 
I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference 
Service  for  $189. 

If  dissatisfied  for  any  reason,  I  may  return  the  material 
within  30  days  and  my  money  will  be  refunded. 

N.Y.  residents  please  add  applicable  sales  tax. 


Payment  enclosed 
Bill  me  for  $189 


Signature 

1628 

Name  (please 

print) 

Address 

1      City 

state 

Zip 

^         (No  ass 

gnment  of  this 

agreement 

will  be  made 

without  subscriber's 

consent.) 

The  Funds 


But  what  now?  Interest  rates 
are  falling,  the  economy  is  sup- 
posedly moving  upward  and  peo- 
ple are  realizing  again  that  com- 
mon stocks  are  able  to  go  up  as 
well  as  down. 

To  hear  the  municipal  bond 
fund  people  tell  it,  the  future  is  as 
rosy  as  the  recent  past.  "Barring  a 
major  disaster,"  says  Vice  Presi- 
dent Nonnan  Schrey,  manager  of 
Merrill  Lynch's  Bond  Fund  depart- 
ment, "we  should  sell  over  $500 
million  worth  of  bond  funds  this 
year."  "There  are  millions  of  in- 
vestors who  are  potential  custom- 
ers," says  Nuveen  Fund  President 
Frank  Wendt.  "That's  why  we  like 
new  competition.  The  more  people 
who  are  educated,  the  better  for 
everyone."  Wendt  says  that  1972 
sales  should  be  "at  least  as  good 
as  last  year's." 

With  interest  rates  going  down? 

"Look  at  it  this  way,"  Wendt  ex- 
plains. "If  you  were  in  the  50%  tax 
bracket,  receiving  as  little  as  5% 
on  municipals  would  be  like  re- 
ceiving 10%  on  another  investment, 
year  after  year  after  year.  How 
many  common  stocks  perform  as 
consistently  as  that?" 

Logical?  Yes.  Sound  investment 
advice?  Most  certainly. 

But  does  that  necessarily  guar- 
antee a  bright  future? 

"I  think  om-  field  has  a  good 
future,"  Wendt  answers,  "because 
many  investors  were  badly  burned 
in  the  crash,  and  we  offer  good  re- 
turns with  a  minimum  of  risk." 

But  when  speculative  fever 
strikes  again,  and  there  are  already 
indications  that  it  is  returning  (see 
p.  16),  too  many  investors  will 
chuck  caution  to  the  winds.  As 
Benjamin  Graham  put  it  recently 
to  Forbes  (}an.  J),  "I  have  found 
their  [the  investors']  mi-xture  of 
greed  and  folly  unbeatable.  There's 
no  way  to  put  an  end  to  it."  More- 
over, municipal  bond  funds  like 
Nuveen  are  not  immune  to  a  prob- 
lem mutual  funds  are  familiar  with 
—redemptions.  With  interest  rates 
falling,  there  are  some  bond  se- 
ries of  last  year  where  sizable  cap- 
ital gains  can  be  had.  If  a  once- 
cautious  investor  wants  funds 
quickly,  liquidating  high-yield 
bonds  could  now  be  a  painless  way 
to  get  them. 

In  short,  the  municipal  bond 
fund  gravy  tiain  may  be  chugging 
at  a  little  lower  speed  than  it  now 
thinks— for  the  wrong  reasons.  ■ 
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READERS  SAY 


(Continued  from  page  9) 

whether  he  agrees  or  disagrees  with  the 
company's  stated  reason  for  seeking  an- 
other auditor,  he  will  lean  over  back- 
ward to  make  it  sound  like  a  friendly 
parting.  \o  one  wants  a  "difficult"  audi- 
tor. The  IRS  is  the  only  unit  that  can  be 
an  effective  policeman  in  this  situation. 

— J.T.  Braxtan 
Secretary 

Bemis  Co.,  Inc. 
Minneapolis,  Minn. 

Criteria 

Sir:  Carter-Wallace  was  nowhere  to 
be  found  in  your  .Annual  Report  on 
-American  Industry  (Jan.  1).  Why? 

— Robert  H.  Wright 
San  Francisco,  Cal. 

To  he  included  in  our  survey,  a  com- 
pany must  have  revenues  of  at  least 
S200  million.  Carter-Wallace's  revenues 
acre  $125.7  million— Ed. 

Oops/ 

Sir:  In  your  Yardstick  statistics  on 
Firestone  Tire  &  Rubber,  1  think  your 
computer  overlooked  the  two-for-one 
stock  split  in  197 1. 

—J.J.  Green 
Chicago,  III. 

Reader  Creen  is  correct.  Firestone's  12- 
month  return  on  equity  was  .9.7%  instead 
of  19.3%  and  the  5-year  return  on  equity 
11.1%,  not  13.1%.  The  5-year  annual 
earnings-per-share  growth  was  2.0%,  not 
17.1%,  and  Firestone's  industry-wide 
ranking  in  that  category  was  ninth  in- 
stead of  first— Ed. 

Sir:  The  stock  prices  of  one  of  our 
affiliated  companies— Government  Em- 
ployees Life  Insurance  Co.— were  used 
in  the  computations  made  in  the  cate- 
gory "Who's  Where  in  the  Stock  Mar- 
ket."  Because  four  of  our  five  affiliated 
companies  have  "Government  Employ- 
ees" as  part  of  their  corporate  name,  we 
can  readily  understand  the  confusion. 

-V.G.  Phelps 

Assistant  Vice  President 

Government  Employees  Insurance  Co. 

Washington,  D.C. 

The  company's  rank  in  "Who's  Where 
ill  the  Stock  Market"  should  have  been 
307,  not  619.  And  the  5-year  price 
change  was  -\-32%,  not  —37%— Ed. 

Sir:  You  indicate  for  us  a  debt-to- 
equity  ratio  of  2.4.  Assuming  you  used 
our  12/31/70  Annual  Report  and  fol- 
lowed the  formula  for  this  computation 
given  at  the  bottom  of  page  84,  we  ar- 
rive at  a  figure  of  0.77,  which  is,  of 
course,  far  more  favorable. 

—Richard  W.  Patterson 

Vice  President  Finance 

A-T-O,  Inc. 

Willoughby,  Ohio 


2  Months  Dow  Theory  Forecasts 

For  Only  $1.00  (Reg.  $14.46  Value) 

On  Special  Offer  Below 

For  stock  market  investors  who  have  not  tried  our  weekly  Advisory  Service,  we  make 
this  Special  Introductory  Offer  — 

1.  Service  each  week  for  the  next  8  weeks  for  only  $1.00.  This  is  a  $14.46  value 
based  on  regular  3  month  subscription  rates. 

2.  Our  buysellhold  advice  on  "20  Low  Priced  Stocks  With  3  Still  Under  $15,"  our 
list  of  "6  Stocks  To  Split  Before  April  1"  (companies  that  have  publicly  announced 
that  they  plan  stock  splits,  subject  to  shareholder  approval  if  necessary),  and  our 
buysellhold  advice  on  "22  Volatile  Issues"  such  as  IBM,  Xerox,  TelePrompTer,  etc. 

These  are  the  same  lists  given  to  regular  clients,  and  the  Service  will  be  exactly  the 
same  as  received  by  regular  clients. 

Get  These  Investment  Aids  In  Service 

As  part  of  the  Service  you  will  receive  27  investment  aids  including:  (1)  Stock  Service 
Digest— a  consensus  of  what  25  other  well-known  Investment  Advisers  are  recommending; 
(2)  Model  Stock  Portfolios;  (3)  Group  Studies— shows  comparative  price  performances  of 
76  industries  and  over  600  stocks;  (4)  Our  Master  List  of  Recommended  Stocks;  (5)  Our 
Recommendations  for  Growth  as  well  as  Income;  (6)  Buy-Sell-Hold  Recommendations  on 
700  Stocks  and  Consultation  Privileges. 

Full  Guarantee 

Your  full  guarantee  of  satisfaction  applies  at  all  times,  of  course.  If  you  are  dissatisfied 
for  any  reason  whatsoever,  your  $1  will  be  refunded  with  no  questions  asked.  Fill  out  and 
return  the  coupon  today.  (Subscription  cannot  be  assigned  without  your  consent.) 


MAIL    COUPON    TODAY 


DOW  THEORY   FORECASTS,   INC.,   Dept.   F2-72 

P.O.  Box  8309 
Chicago,  Illinois  60680 


NAME 


n   Send  Airmail.  25  cents  additional. 


Why  not  be  seen 

where  your  customers  and 

prospects  are  looking* 

In     Forbes:  capitalist  tool 


•More  top  management  men  in  America's  500  largest  industrial  corpora- 
tions read  FORBES  regularly  than  read  Time  or  Business  Week,  or  Fortune, 
or  U.S.  News  or  Newsweek  (Erdos  and  Morgan). 


BROAD  STREET 

INVESTING 

CORPORATION 

A  UNION  SERVICE  FUND 


Distribution 
From  1971 
Gain 


83  Cents  a  Share 
Payable  Feb.  11,  1972 
Record  Date  Jan.  10,  1972 

65  BROADWAY,  NEW  YORK,  N.Y.  10006 


NATIONAL 

INVESTORS 

CORPORATION 

A  UNION  SERVICE  FUND 


Distribution 
From  1971 
Gain 


30  Cents  a  Share 

Payable  Feb.  11, 1972 
Record  Date  Jan.  10,  1972 

65  BROADWAY,  NEW  YORK,  N.Y.  10006 
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EL  CORDOBES    THE  HIGHEST-PAID  ATHLETE 
PLAYS  THE  DEADLIEST  GAME! 


FOR  TODAYS  ADVENTUROUS  MAN 

IS  ABOUT 

EXCITING  THINGS 

MEN  ABE  DOING 

EXCITING  MEN 
EXCmNG  THINGS 


Kissinger's  Secret  Trip  to  Peking 


The  scope  of  adventure  is  hard  to  pinpoint.  It  includes 
those  big,  bold  traditional  feats— crossing  an  icecap, 
fighting  a  forest  fire,  tracking  a  tiger,  sailing  the  world 
alone.  It  also  includes  less  obvious  activities  such  as 
standing  for  a  schoolboard  election  or  attempting  to 
crack  the  code  of  a  human  chromosome.  Explorers, 
mountain  climbers  and  race-car  drivers  are  almost  al- 
ways adventurous  men,  so  are  fishermen,  clowns  and 
truck  drivers.  What  distinguishes  them:  a  distaste  for 
the  boredom  of  end/ess  routine. 


Cuban  Guerrillas  In  i  he  Glades 


TRUE  Magazine  is  the  adventure  of  Today— of 
the  outdoors,  of  challenges,  of  conflict,  of  man 
against  the  odds,  of  man  against  himself.  TRUE 
Magazine  involves  and  addresses  itself  to  its  read- 
er's interests  and  concerns.  Keep  informed,  be 
involved  and  read  TRUE  Magazine— the  unique  Maga- 
zine combining  your  interests  and  concerns  into  a 
full  size  package  of  personal  reading  pleasure.  Re- 
member .  .  .  TRUE  Magazine  is  the  perfect  gift  that 
keeps  giving,  every  month,  all  year. 


Now  i\  the  time  to  f>u(ir(in- 
tcc  your  own  personal  or  ^i  ft 
copy  of  TRUE  M(if>uzine 
by  completing  the  coupon. 

12  full  months  of  TRUE 

only  $7.00! 

or 

6  full  months  of  TRUE 

only  $3.50! 

In  the  U.S.,  Possessions  and  Canada 


Send  your  order  to: 


FOR  TODAY  S  ADVENTUROUS  MAN 

Fawcett  Building 
Greenwich,  Conn.  06830 


MY  NAME  IS. 

ADDRESS 

CITY 


-STATE- 


-ZIP- 


ID   Bill  me  later  for  ■  D  $3.50  6  mos.   D  $7.00  12  mos.  D  $10.50  18  mos    Q  $14.00  2  yrs. 
(or)   n   I  enclose  $ 


MY  NAME  IS. 

ADDRESS 

CITY 


-STATE- 


-ZIP- 


D  Bill  me  later  for :  Q  $3.50  6  mos.    D  $7.00  12  mos.  D  $10.50  18  mos.   q  $i4.00  2  yrs. 


(or)   □   I  enclose  $ 


Forbes 


Index  of  Advertisers-FEBRUARY  1,  1972 

~  Indicated  below  are  those  general  advertisers  who  will  make  additional  in- 
formation or  annual  reports  available  to  Forbes  readers  as  stated  in  their 
advertisements  on  the  pages  noted.  Advertisers  designated  with  an  asterisk  :": 
will  provide  information  (not  annual  reports)  only  to  those  who  write  directly 
on  company  letterhead. 


ABRAHAM   &  COMPANY  59 

Agency:    Albert  Frank-Guenther  Law, 
Inc. 


D    AMERICAN    MUTUAL 

INSURANCE    COMPANIES 

Agency:    Harold  Cabot  &  Co..  Inc. 


13 


n    AMERICAN    STAIR-GLIDE 

CORPORATION  40 

Agency:    Bernstein/Rein  &  Boasberg 
Advertising,  Inc. 


a    JOHNSON  &  HIGGINS      6 

Agency:   Milton  Ackoff  and  James 
Gollin 


THE  JOHNSTON   MUTUAL 

FUND  INC.    59 

Agency:    Pace   Advertising   Agency,    Inc. 

KIDDER,   PEABODY   &  CO., 

INCORPORATED        50 

Agency:   Schneider,   Smith,   Wilbur,    Inc. 


D    AMFAC,    INC. 

Agency:   Hill  and  Knowlton,  Inc. 


10 


KNOXVILLE   CHAMBER 

OF  COMMERCE      

Agency:   Hogan-Rose  &  Co.,  Inc. 


36 


BABSON-S    REPORTS    INCORPORATED   52        □     MERCEDES  BENZ   OF 


Agency:    Kenneth  T    Vincent  Co 


BANK   OF   AMERICA 

BANK    INVESTMENT   SECURITIES 

DIVISION      

Agency:   D'Arcy-MacManus- 
Intermarco,  Inc. 


NORTH    AMERICA,    INC.    

Agency:   Ogiivy  &  Mather  Inc. 


MANSFIELD   MILLS,   INC 54 

Agency:   The  Bowies  Company 


BETHLEHEM   STEEL 

CORPORATION  3rd   Cower 

Agency:    Van  Brunt  &  Company 


NATIONAL    INVESTORS 

CORPORATION  

Agency:    Doremus  &  Company 


57 


BROAD   STREET   INVESTING 
CORPORATION  

Agency:    Doremus  &  Company 


O     BROWN  GROUP,  INC. 

Agency:  Wright  and  Manning  Inc. 


CANTON     COMPANY 

Agency:   Waltjen  Associates,  Inc. 


57 


23 


CHEVROLET   MOTOR    DIVISION 
GENERAL   MOTORS 

CORPORATION        2nd   Cower 

Agency:    Campbell-Ewald  Company 

DOW  THEORY   FORECASTS,  INC.  57 

Agency:    Thomas  &  Lee  Advertising 


EMERY  AIR   FREIGHT    

Agency:    Harry  W.  Graff  Inc. 


D     FIELD  &  STREAM 

Agency:    Madison/Mitchell.  Inc. 
Advertising 


31 


4849 


FINANCIAL  WORLD  42 

Agency:    Albert  Frank-Guenther  Law, 
Inc. 


FIRST   NATIONAL  CITY 

BANK  Back    Cover 

Agency:    Batten,  Barton,  Durstine  & 
Osborn,  Inc. 


THE   FORD    MARKETING 

CORPORATION         

Agency:    Grey  Advertising  Inc. 


55 


D     FORTUNE    MAGAZINE  27,   28,   29 

GOULD    INC 14 

Agency;    Marsteller  Inc. 

INVESTORS   RESEARCH   COMPANY  52 

Agency:    Palmer,  Larson  &  Bateman, 
Inc. 


:::=    JAPAN  AIR  LINES  CO.,   LTD 9 

Agency:    Ketchum,  MacLeod  & 
Grove,   Inc. 


NORTH    AMERICAN 

ROYALTIES,    INC 40 

Agency:   Power  and  Condon  Advertising 


THE   POWELL   MONETARY 

ANALYST        53 

Agency:   Benn  &  MacDonough,  Inc. 


ROWE   PRICE   NEW   ERA 

FUND,    INC.     54 

Agency:   VanSant,  Dugdale  and 
Company,  Inc. 


T.    ROWE   PRICE   GROWTH 

STOCK  FUND,  INC.    55 

Agency:   VanSant,  Dugdale  and 
Company,  Inc. 


SALOMON    BROTHERS    45 

Agency:    Doremus  &  Company 

SPEAR   &   STAFF,    INC. 

INV.  MANAGEMENT  DIVISION 36 

Agency:    Alfred  S.  Buyer,  Inc. 


n     SUCCESS  MOTIVATION 

INSTITUTE,    INC 59 

Agency:    Advertising  &  Marketing 
Associates,  Inc. 


TENNECO  INC.    42 

Agency:   Doremus  &  Company 


n     TRUE    MAGAZINE     58 


THE   VALUE   LINE 

INVESTM-^NT  SURVEY  56 

Agency:   The  Vanderbilt  Advertising 
Agency,  Inc. 


Q     THE  WARNER  &  SWASEY  COMPANY  3 

Agency:   The  Griswold-Eshleman 
Company 


WESTINGHOUSE   ELECTRIC 

CORPORATION        

Agency:   Ketchum,  MacLeod  & 
Grove,  Inc. 


3839 


XEROX    CORPORATION     32-33 
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Jf^^L  Investments  Geared  to  America's  Future 

^Johnston 

Mutual  FVind 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

.No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (Keogh  Act) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund,  inc. 
460  Park  Ave.,  N.Y.C.  10022    Dept.  C 
Phone:  (212)  679-2700 

NAME 


ADDRESS . 


send  for  it.. 


THIS  RECORDING   COULD 
HOLD  THE  ANSWER  TO 
YOUR   FUTURE   SUCCESS... 

This  recording  outlines  the  remarkable  con- 
cept and  philosophy  of  Success  Motivation 
Institute,  Inc.,  a  company  devoted  exclusively 
to  "moiivattng  people  to  their  full  potential." 

With  the  recording  you'll  receive  a  booklet 
which  outlines  the  business  opportunity  avail- 
able to  you  at  Success  Motivation  Institute,  the 
v«)rld's  largest  producer  of  motivational, 
personal  development,  sales  training,  managfe- 
ment  development,  and  family  motivation 
programs. 

Send  for  your  free  copy  of  "Personal  Moti- 
vation" and  the  BUSINESS  OPPORTUNITY 
booklet  today.  There's  absolutely  no 
obligation. 

Success  Motivation  Institute,  Inc. 

Paul  J.  Meyer,  President 
Box  7614  Dept.  FBS  2-2 
Waco,  Texas  76710 
Telephone  81  7-776-1 230 


(Call  Collect) 
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AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


ABRAHAM  &CO. 

Members  New  York  Slock  Exchange    inc. 

and  other  leading  Exchanges 

120  Broadway.  New  York.  N.  Y.  10005 
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THOUGHTS... 


ON  THE 
BUSINESS  OF  LIFE 


I  have  simply  tried  to  do  what 
seemed  best  each  day,  as  each  day 
came.  —Abraham  Lincoln 


Ay,  sir;  to  be  honest,  as  this  world 
goes,  is  to  be  one  man  picked  out  of 
ten  thousand.  —Shakespeare 


We  are  not  altogether  here  to  toler- 
ate. We  are  here  to  resist,  to  control 
and  vanquish  withal. 

—Thomas  Carlyle 


The  man  whose  authority  is  recent 
is    always    stern.  —Aeschylus 


Whatsoever  moveth  is  stronger  than 
that  which  is  moved,  and  whatsoever 
governeth  is  stronger  than  that  which 
is  governed.  —St.  Aristides 


Nothing  is  more  gratifying  to  the 
mind  of  man  than  power  or  dominion. 
—Joseph  Addison 


Men  are  wise  in  proportion,  not  to 
their  experience,  but  to  their  capacity 
for  experience. 

—George  Bernard  Shaw 


The  wisdom  of  the  wise  is  an  un- 
common degree  of  common  sense. 

—William  R.  Inge 


Knowledge  is  the  treasure,  but 
judgment  the  treasurer  of  a  wise  man. 
lie  that  has  more  knowledge  than 
judgment  is  made  for  another  man's 
use  more  than  his  own. 

—William  Penn 


Sometimes   a   fool    lias   talent,   but 
never  judgment. 

—La  Ror  tikkohcaulu 


In  any  given  society  the  authority 
of  man  over  man  runs  in  inverse  pro- 
portion to  the  intellectual  develop- 
ment of  that  society. 

—Pierre  Proudhon 


That  man  may  safely  venture  on 
his  way,  who  is  so  guided  that  he 
cannot  stray.  —Walter  Scott 


B.  C.  FORBES 

It  usually  takes  a  very  big 
man  to  delegate  responsibilities 
to  others— and  then  leave  these 
others  to  handle  them.  He  will 
install  a  man,  give  him  a  free 
hand;  then  watch  results.  He 
does  not  actively  supervise  his 
men,  but  he  does,  very  actively 
and  minutely,  supervise  the  re- 
sults. The  man  afraid  to  depu- 
tize will  retard  growth— his  own 
and  his  organization's. 


The  business  world  reaches  out  for 
and  rewards  leaders  who  can  relegate 
and  delegate.  —Arnold  Glasow 


One  of  the  mistakes  in  the  conduct 
of  human  life  is  to  suppose  that  other 
men's  opinions  are  to  make  us  happy. 
—Richard  Burton 


One  cool  judgment  is  worth  a  thou- 
sand hasty  counsels.  The  thing  to  do 
is  to  supply  light  and  not  heat. 

— WooDROw  Wilson 


February  sunshine  is  as  exhilarat- 
ing as  an  unexpected  holiday. 

—William  Feather 


A  good  mind  is  lord  of  a  kingdom. 

—Seneca 


He  that  would  govern  others,  first 
should  be  the  master  of  himself. 

—Philip  Massinger 


Knowledge  without  wisdom  is  dou- 
ble folly.  — Baltasar  Gracian 


It  is  the  province  of  knowledge  to 
speak,  and  it  is  the  privilege  of  wis- 
dom to  listen. 

—Oliver  Wendell  Holmes 


Much  wisdom  often  goes  with  few- 
er words.  —Sophocles 


A  wise  man  sees   as  much  as  he 
ought,  not  as  much  as  he  can. 

—Michel  de  Montaigne 


Love  doesn't  have  to  be  perfect. 
Even  imperfect,  it  is  still  the  best 
thing  there  is,  for  the  simple  reason 
that  it  is  the  most  common  and  con- 
stant truth  of  all,  of  all  life,  all  law 
and  order,  the  very  thing  which  holds 
everything  together,  which  permits 
everything  to  move  along  in  time  and 
be  its  wonderful  or  ordinary  self. 

—William  Saroyan 


A  Text . .  . 


Sent  in  by  W.K.  Wimmer,  LiRht- 
house  Point.  Fla.  What's  vour 
favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders  of 
texts  used. 


For  God  giveth  to  a  man  that  is  good 
in  his  sight  wisdom,  and  knowledge, 
and  joy.  — Ecclesiastes  2:26 
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Dave  Mahoney 
Puts  His  Imprint  on        lingame 
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On  the  fairway  ...  or  in  the  playroom 
our  batteries  power  the  wheels. 


... 


A  top  pro's  name  on  his  clubs  reassures  the  golfer. 
So  does  the  name,  Exide,  on  his  golf  car  batteries. 
They  supply  up  to  40  per  cent  more  running  time  per 
charge,  than  the  accepted  standard.  In  toys,  the 
name  is  Ray-0-Vac  Heavy  Duty  Super-Cell  with  up 
to  twice  the  life  of  ordinary  dry  cells  for  just  pennies 
more.  Q  ESB  makes  all  kinds  of  batteries  plus  fire 
alarm  systems,  personal  safety  equipment,  many 
products.  Our  77  plants  in  18  countries  serve  more 
than  100  free-world  markets.  Annual  sales  top  $300 
million.  71  years  of  consecutive  quarterly  dividends. 
Want  to  know  more  about  us?  Write  for  our  latest 
report.  ESB  Incorporated,  5  Penn  Center  Plaza, 
Philadelphia,  Pennsylvania  19103. 


We  also  make  electric  motors,  stationary  batteries 


ESB  INCORPORATED 

WORLD   LEADER  IN   PACKAGED  POWER 


I  '    m  so 

I  ^^^  u 

ur  tag  carries  a  lot  of  weight.  ^^^ 

With  consumers,  retailers  and  manufacturers. 

The  Wear- Dated''  tag  guarantees  clothing  for  a 
year's  normal  wear,  or  we  pay  for  what  you  bought. 
The  whole  price.  That's  quite  a  promise. 

Consider,  our  guarantee 
covers  fabrics  we  don't  weave 
and  clothes  we  don't  make, 
sold  in  stores  we  don't  own. 
We  can  do  this  because 
we  don't  give  the  tag  to  everyone.  Just 
those  who  use  our  fibers  right.  And 
our  testing  lab  tells  us  who  they  are. 

This  is  no  reaction  to  the  new"con- 
sumerism"  We've  made  the  promise 
for  nine  years,  because  we  know  our 
fibers  can  live  up  to  it.  Our  Acrilan® 
acrylic,  our  Monsanto  Nylon  and  our 
Monsanto  Polyester. 
We  count  on  them  just  as  we  count  on  every- 
thing we  develop.  From  Astroturf®  to  electronic  com- 
ponents, to  hybrid  pigs,  to  environmental  control 
systems,  to  thousands  of  surprising  products  — 
andpromises-atM0H5j|pj0. 

the  science 
company. 

FOR  MORE  INFORMATION  ABOUT 

MONSANTO'S  TEXTILE  PRODUCTS, 

WRITE  BOX  ^-5EBE2, 

MONSANTO  COMPANY. 

800  N.  LINDBERGH  BLVD., 

ST  LOUIS.  MO.  63166 


The  computers  that  help 

make  us  a  world  leader  in  aerospace 

also  make  us  a  nationwide  leader 
in  commercial  data  services. 


Like  many  major  aerospace  firms, 
we  have  a  substantial  investment  in 
data  processing.  But  we  use  our 
computers  for  more  than  aerospace 
programs  and  internal  business  needs. 
We  use  ours  to  generate  added  revenue 
and  growth,  n  Using  existing  knowledge  and 

hardware,  we 
diversified  into 
commercial  computer 
services  11  years 
ago.  Today  our 
McDonnell  Douglas  Automation  Company 
is  a  profitable,  full-service  computer  utility 
and  a  leader  in  this  growing,  multi-billion- 
dollar  industry.  Our  coast-to-coast  data 
centers  employ  some  3,000  data  specialists 
backed  by  $145-million  worth  of  computers. 
More  than  2,000  clients  have  used  our 
services,  n  Developing  new  markets  for 
in-house  capabilities  is  a  traditional  way  of 
growth  at  McDonnell  Douglas. 


For  example,  by  adding  new  ideas  to 
existing  technology  we  are  offering  EROS, 
the  first  practical  aircraft  collision  avoidance  i 
system,  n  An  important  side  of  our  military 

aircraft  market  is  the  C-£ 
"flying  hospital  ward". 
It's  a  direct  outgrowth  of 
our  successful  DC-9 
commercial  jetliner. 
D  We  use  proven  talents  and  techniques  to 
promote  our  growth  in  space,  too.  We're 
converting  our  Saturn/Apollo  S-IVB  stage 
into  NASA's  Skylab,  an  Earth-orbiting, 
scientific  workshop  scheduled  for  launch  in 
1973.  D  If  our  computers,  or  our  array  of 
plants,  programs  and  people  don't  separate 
us  from  other  aerospace  companies,  the 
way  we  use  these  resources  does.  To  find 
out  how,  write  Annual  Report,  Box 
14526,  St.  Louis,  Missouri  63178. 

lyiCDOMNELL  DOUGLAS^ 


McDonnell  Douglas  Automation  Company 
serves  clients  in  cities  throughout  the  United  Stales  •„ 

via  remote  terminals  and  a  network  ol  "''W 

special  data  transmission  circuits 
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Michigan,  Maine,  New  Hampshire,  New  York,  California  and  Vermont 
WinterEdens  where  skiers  sail  down  the  high  white  slopes.  That  is,  if  con- 
ditions are  right.  To  make  sure  skiers  find  the  slopes  of  their  hopes. 
Continental  Telephone  is  on  the  job. 

We  don't  guarantee  the  snow  but  we  do  provide  the  latest  in  tele- 
communications in  29  major  ski  areas  in  the  United  States.  So  when 
that  avalanche  of  skiers  colls  ahead  for  snow,  they  can  find  out 
where  it's  at.  At  Continental  ski  towns  like  BoltonValley, 
Vermont  or  Mt.  Hood,  Oregon.  Or  Boyne  Mountain, 
Michigan,  where  they  boast  the  largest  snow  making 
facility  in  the  world.  These  29  ski  area  phone 
companies  are  just  one  port  of  the  big 
Continental  System.  We  serve 
1.8  million  phones  in  42  states.  Only 
ten  years  ago  there  were  just 
48,000  Continental  telephones 
That's  solid  growth,  and  that's 
no  snow  job. 


E 


Continental  Telephone 

For  further  information 

send  for  our  annuel  report 

Witeto 

Dulles  International  Airport 

PO  Box17409, 

Washington,  D.C  20041 
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Side  Lines 


Four  Stories 

Ix  lii.s  ten  \  ears  at  Forbes,  Senior  Editor  Rol^ert  J.  Flaher 
\ie\ved— and  in  depth— man\'  of  the  top  men  in  U.S. 
business.  Of  them  all.  Bob  regards  ITT's  Harold  Ce- 
neen  as  the  greatest  businessman.  We  asked  where  he 
would  rate  Da\'id  Mahone>',  boss  of  Norton  Simon  Inc. 
and  subject  of  Flaherty's  latest  cover  story  (it  starts 
on  page  26).  "I've  never  seen,"  Bob  says,  "a  man  and 
a  company  better  suited  to  each  other.  Norton  Simon 
might  have  been  created  for  Mahoney.  It's  a  compa- 
ny whose  greatest  promise  is  in  packaged  goods,  which 
Mahoney  knows  inside  out:  lie  also  understands  the  big 
numbers,  the  overview.  I  don't  know  how  he'd  do  run- 
ning a  more  diversified  conglomerate  or  heavy  indus- 
tr\,  but  I  expect  great  things  of  him  at  Norton  Simon." 


tv  has  inter- 


Flaherfy 


In  our  West  Coast  bureau.  Reporter  Ellen  Melton,  a 
12-year  Forbes  veteran,  interviewed  food  cultist  Gaye- 
lord  Hauser  (p.  64)  and  reports  that  he  has  become 
one  of  the  hottest  properties  in  the  food  business  today. 
Why?  Answered  Hauser:  "As  a  nation  we're  in  big  trou- 
ble, and  whenever  people  are  in  big  trouble  they  turn  to 
God  and  Gayelord."  Hauser  didn't  want  us  to  take  his 
picture.  He  said  recent  pictures  haven't  done  him  jus- 
tice. But,  says  Ellen  Melton,  "He  looks  20  years  young- 
er than  his  76  years,  a  big  strapping  man  with  a  ruddy 
glow  in  his  face." 


Melton 


Washington  Bureau  Manager  James  Flanigan  followed  the  some- 
times obscure  trail  of  several  recent  Russian  economic 
delegations  across  the  U.S.  Flanigan  found  that  most 
of  the  companies  that  had  dealt  with  the  Russians  were 
reluctant  to  talk  about  them.  Pan  American  World  Air- 
ways, for  example,  infoiTued  us  that  their  chairman, 
Najeeb  Halaby,  "is  not  in  a  position  to  comment"  on  his 
luncheon  with  visiting  Red  brass.  Most  government  peo- 
ple, both  Soviet  and  U.S.,  were  cautious  in  describing 
the  trade  talks.  But  the  man  who  held  them,  able  As- 
sistant Secretary  of  Commerce  Harold  Scott,  was  plain- 
spoken  and  factual.  So  Flanigan  concluded  that  the 
Nixon  Administration  is  laying  solid  groundwork  for  a 
really  worthwhile  expansion  of  U.S. -Soviet  trade.  (See  story  on  page  22.) 


Flanigan 


"When  is  all  that  European  money  going  to  start  pouring  into  Wall 
Street?"  asked  Peggy  Roth,  assistant  to  Forbes'  editor.  She  had  cor- 
nered the  guest  of  honor  at  a  posh  East  Side  club  dinner,  Swiss 
banker  Hans  Bar.  It  isn't  coming,  Bar  said  flatly.  Peggy  told  Associate 
Editor  Howard  Rudnitsky,  who  later  interviewed  Bar.  On  page  60  ap- 
pears the  top  banker's  blunt  but  friendly  warning  that  the  U.S.  is  head- 
ing into  a  possibly  disastrous  economic  crunch.   ■ 


those  people  who  have 

neverTiad  the 
opportunity  to  drink  a 
fifteen  year  old  Scotch. 

There  are  not  many  who 
have  had  the  luxury  of  tastins 
a  fifteen  year  old  Scotch .  Ana 
for  a  very  simple  reason. 

Scotch  is  enormously 
popular  in  America.  Anci  there 
are  not  many  profit-minded 
businessmen  w^ho  are  willing 
to  wait  fifteen  years  for  their 
Scotch  to  reach  its  peak,  when 
without  too  much  trouble  they 
can  sell  a  five  or  eight  or 
twelve  year  old  Scotch . 

But  we  go  back  over  200 
years  to  when  making  Scotch 
was  an  art.  (This  attitude  has 
not  been  without  its  reward. 
For  nine  successive  reigns  the 
House  of  Justerini  &  Brooks 
has  been  the  holder  of  the 
Royal  Warrant.) 

And  so  it  is  that  in  a  world 
that  continually  strives  for  the 
new,  the  changed,  the 
expedient,  we  are  pleased  to 
present  a  Scotch  made  the  way 
Scotch  was  made  in  another 
day  and  age.  Fifteen  year  old 
Royal  Ages.  Royal  Ages  is 
another  experience  in  Scotch. 
Unbelievably  comfortable  to 
the  experienced  palate. 

A  smooth,  cabn  tasting 
Scotch  with  not  the  slightest 
hint  of  a  rough  edge. 

It  is,  in  snort,  Scotch  at  its 
absolute  best. 

Fifteen  year  old  Royal 
Ages.  We  are  pleased  to  be  able 
to  present  you  with  the 
opportunity  to  drink  it. 

Royal  Ages 

Fifteen  years  of 
breeding. 


86  Proof.   ___^ 

15  Year  Old  Blended  Scotch  Whisky. 
The  Paddington  Corp.,  N.Y.  10020 


Trends 

&  Tangents 


BUSINESS 


Out  at  Ox/ 

Latest  top  executive  to  resign 
at  troubled  Occidental  Petroleum 
(Forbes,  Nov.  15,  1971)  is  Presi- 
dent William  Bellano,  who  depart- 
ed quietly  last  month.  His  duties, 
the  company  announced,  will  be 
assumed  by  Dr.  Armand  Flammer, 
Occidental's  73-year-old  chaimian 
and  chief  executive.  Bellano,  59, 
came  to  Occidental  with  the  ac- 
quisition of  Island  Creek  Coal.  Oth- 
er recent  Oxy  departures  include 
an  executive  vice  president  and  the 
vice  chaiiTnan. 

Necessity's  Child 

Research  and  development  is 
slated  for  a  comeback  in  1972.  Ac- 
cording to  a  recent  study  by  the 
Battelle  Columbus  Laboratories,  a 
new  high  of  $30.1  billion  will  be 
spent— an  8%  rise  over  the  1971 
total.  Since  1968  the  amount  of 
money  going  into  R&D  has  in- 
creased annually,  but,  because  of 
inflation,  has  decreased  in  con- 
stant dollars.  Battelle  speculates 
that  a  decline  in  the  public's  nega- 
tive attitude  toward  science,  great- 
er interest  in  environmental  R&D, 
the  winding  down  of  the  Vietnam 
war  and  increasingly  rigorous  fed- 
eral efforts  to  curb  inflation  have 
helped  to  spur  the  renewed  inter- 
est in  the  area. 

Rescue  Squad 

Last  year  North  American  Rock- 
well saved— and  took  over— belea- 
guered Collins  Radio.  This  year 
NAR  may  do  the  same  for  Kearney 
&  Trecker,  the  $37-million-sales 
troubled  Milwaukee  machine  tool 
builder.  K&T,  like  other  tool  build- 
ers, is  suffering  from  low  demand 
and  foreign  competition.  NAR  ex- 
ecutives and  engineers  have  made 
several  visits  to  K&T's  modern 
plant,  and  reportedly  are  excited 
about  a  K&T  plan  to  make  the  plant 
still  more  modern  by  automated  in- 
stallations that  would  reduce  the 
factory  work  force  from  over  300 
to  only  25. 

Where  To  Be  Scarecf 

Newspapers  nia\  headline  the 
danger  of  street  crime  in  metropo- 
lises like  New  York,  Chicago  and 


Los  Angeles,  but  the  numbers  show 
that  the  most  crime-ridden  places 
in  the  U.S.  are  medium-sized  cities 
of  100,000  to  500,000.  A  study  by 
Admar  Research  of  New  York  in- 
dicates that  the  incidence  of  assault 
and  mugging  in  medium-sized 
cities  was  more  than  double  that 
in  cities  with  over  500,000  people, 
and  that  the  likelihood  of  being 
robb""ed  was  more  than  three  times 
as  great.  Do  you  want  to  live  in  the 
safest  possible  place?  Then  head 
right  back  to  the  farm. 

Build  It  with  Plastic 

About  20%  of  the  13  billion 
pounds  of  plastic  produced  annual- 
ly in  the  United  States  now  finds 
its  way  into  building  construction, 
most  of  it  as  pipe,  insulation,  floor 
and  wall  covering,  plumbing  fix- 
tures and  other  nonstructural  uses. 
Greatest  growth  area  in  the  next 
ten  years  will  be  plastic  pipe,  which 
now  accounts  for  700  million 
pounds  of  plastic.  According  to  a 
recent  study  by  Frost  &  Sullivan  of 
New  York,  plastic  is  already  used 
in  25%  of  gas  distribution  pipe,  10% 
of  general  industrial  pipe  and  10% 
of  drain  and  waste  pipe.  It  is  esti- 
mated that  by  1980  some  2.8  bil- 
lion pounds  of  plastic  pipe  will  be 
produced  yearly.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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BUY  A  NEW 


MVEME 


So  easy,  so  simple,  we  call  itthe  Instamatic™ 
microfilm  system.  Just  drop  a  film  cartridge  into 
the  new  Recordak  Reliant  700  microfilmer,push  a 
button,  and  you're  ready  to  microfilm.  At  the  rate 
of  over  600  check-size  documents  per  minute. 

Then  take  the  exposed  cartridge  and  drop  it 
into  the  companion  Recordak  Instamatic  proces- 
sor. Push  a  button.  In  a  matter  of  minutes,  your 
microfilm  is  processed  and  ready  for  use. 

There's  much  more  to  the  Instamatic  microfilm 
system  story.  To  get  a  free  portfolio  of  colorful  lit- 
erature, just  fill  in  and  mail  the  coupon. 
Instamatic™  is  a  trademark  of  Eastman  Kodak  Company. 


Well  give  you  two: 
Drop-in  microfilming. 
Drop-in  processing. 

Please  send  the  Instamatic  microfilm  system  portfolio. 


Name. 


-Title- 


Company. 
Address— 


City_ 


-State- 


-Zip. 


Eastman  Kodak  Company 
Business  Systems  Markets  Division 
Dept.  DP  617,  Rochester,  N.  Y.  14650 

Kodak  Microfilm  Systems 


Introducing 

the  Hertz 

Pay-Nothing- 

Per-Mile 
Rates. 


Usually  when  you  rent  a 
car  you  pay  by  the  mile. 

Which  is  perfectly  reason- 
able for  short  rentals. 

But  if  you're  renting  longer 
and  doing  lots  of  driving,  those 
miles  can  get  pretty  expensive. 

Well,  now  at  most  but  not  all 
Hertz  locations,  we  have  some- 
thing called  Pay- Nothing -Per- 
Mile  Rates.  Good  for  4  days  or 
more. 

So  you  can  drive  a  Ford 
Galaxie,  Torino  or  similar  sedan 
all  the  miles  you  want  without 
paying  a  mileage  charge. 

Just  pay  for  the  gas  and  re- 
turn the  car  where  you  rented  it. 

The  Hertz  Pay-Nothing- 
Per-Mile  Rates. 

Now  you  can  think  about 
where  you  want  to  go.  Not  how 
much  it  costs  to  get  there. 

For  reservations  and  infor- 
mation call  Hertz  at  800-654-3131 
toll  free  or  your 
travel  agent. 


jHertZi 


'CRTZ  SVSTtM.  tUC,.  107^ 


READERS  SAY 


Frustrated,  not  Apathetic 

Sir:  Your  "Readers  Say"  column  for 
Feb.  1  has  the  editorial  comment  that 
"the  general  public  is  apathetic  in  its 
support"  of  no-fault  insurance.  Most  p'^o- 
ple  I  talk  to  are  not  apathetic  but  feel 
frustrated  because  our  state  legislature  is 
made  up  primarily  of  la«->ers.  Apatliy 
sometimes  is  just  a  hairline  a\va>  from 
aroused  anger. 

— Stc.^rt  H.  L.^xe 
Austin,  Minn. 

Sir:  \o-fault  insurance,  of  course,  will 
not  reduce  the  number  of  accidents  or 
thf  severity  of  the  accidents. 

—John  E.  Sjulstad 
-North  .\lankato,  Minn. 

Sm:  No-fault  may  also  be  a  matter  of 
life  or  death.  The  first  .American  juris- 
diction to  adopt  no-fault,  Puerto  Rico, 
reports  that  during  the  first  18  months 
of  the  new  system,  the  highway  death 
rate  declined  20^  from  the  previous  18 
months,  despite  a  big  increase  in  the 
number  of  cars  and  drivers.  Even  a  2% 
reduction  in  the  highway-death  rate  un- 
der national  no-fault  would  mean  1,000 
lives  saved  each  year.  The  Congress 
must  be  persuaded  to  act. 

—Robert  H.  Joost 
Newton,  Mass. 

Sir:  Your  article  "Can  .No-P^xult  Make 
It?"  is  the  best  yet.  Maybe  the  next 
great  advancement  after  no-fault  will  be 
the  elimination  of  the  factors  that  make 
auto  insurance  so  necessary.  Maybe! 

—Lionel  HA.sTi.\f;s 

Secretary  Treasurer. 

Driver  Education  Products 

Cape  Girardeau,  Mo. 

It's  Here 

Sir:  You  state  in  "The  Great  Calcula- 
tor Glut"  (  Forbes,  ]ari.  15)  tliat  "A  more 
serious  challenge  [to  the  Japanese  calcu- 
lator industrv]  may  come  from  the  U.S. 
."  In  fact,  the  gauntlet  was  thrown 
down  in  September  when  we  began 
delivering  American-made  calculators 
to  dealers.  As  to  the  calculator  referred 
to  in  the  article  as  "introduced"  [by  Ra- 
gen  Precision  Industries],  one  must  be 
cai^ful  not  to  confuse  an  aimoiuiced  in- 
tention to  introduce  with  actual  avail- 
ability in  the  marketplace. 

— Dennis  E.  Mason 

Director,  Market  Development 

Bowmar  Instrument  Corp. 

Fort  Wayne,  Ind. 

Play  It  Again,  Joe 

Sir:  Your  recent  editorial  (Fact  ir 
Comment,  Jan.  15)  asking  which  air- 
line gets  your  readers'  business— the  air- 
line offering  lower  rates  for  wives  or  the 
airline  offering  a  piano  in  the  coach 
lounge— is  less  than  fair  to  American  Air- 
lines. It  was  American  which  first  in- 
stituted   the    lower    rate    for    wives,    just 


duced  the  family  fare  plan  many  years 
ago.  The  piano  can  be  heard  only  in  the 
coach  lounge  in  the  rearmost  section  of 
the  plane  and  perhaps  in  a  row  or  two 
of  seats  nearest  the  lounge.  There  is  no 
piano  in  the  first-class  lounge.  The  747 
piano  has  achieved  overwhelming  pop- 
ularity with  bavelers. 

—Sylvan  M.  Barnet  Jr. 

Vice  President  Public  Relations, 

American  Airlines 

New  York,  N.Y. 

C(r)opper  at  Anaconda 

Sir:  As  a  stockholder  of  Anaconda 
Co.,  it's  unbelievable  to  me  that  none  of 
the  reports  I  received  from  the  company 
told  tlie  true  story.  I  reahze  this  after 
reading  your  article  (Jan.  15). 

—Barney  Davis 
Miami,  Fla. 

McCarthy  Not  a  Stassen? 

Sir:  I  resent  your  "The  New  Sta.ssen 
is  a  Democrat— The  name's  now  McCar- 
thy" (Fact  6  Comment,  Feb.  J).  Mc- 
Carthy has  helped  and  is  helping  in  get- 
ting the  U.S.  to  stop  pressing  the  war  on 
Vietnam  and  its  neighbors.  I'm  not  im- 
pressed with  what  .some  business  maga- 
zines have  done  in  this  respect. 

—Jack  Perfect 
New  York,  N.Y. 

Forbes  questioned  the  soundness  of 
our  Vietnam  policies  lon^  before  it  be- 
came fashionable  to  do  so— En. 

Price  Is  Right,  Now 

Sir:  Due  to  starting  with  an  incorrect 
"recent  price"  of  its  common  stock,  PPG's 
1971  ranking  in  "Who's  Where  in  the 
Stock  Market"  (  F'ohhes,  ]an.  1)  is  stat- 
ed at  -362,  rather  than  the  correct  261, 
which  is  a  .substantial  improvement  over 
PPG's  1970  ranking  (358). 

—James  H.  Heroy 
Pittsburgh,  Pa. 

PPG  Industries  should  have  indeed 
ranked  261  with  a  +43.6%  5-year  price 
chanf^e.  An  error  was  made  in  the  ketj- 
punching  transposition— Ev. 

No  Sigh  for  Jerry 

Sir:  As  you  say  (Forbes,  Feb.  1), 
"Weep  not  for  Jerry."  After  all,  he's  just 
been  cut  down  to  Tsais. 

—Tim  Stayman 
San  Francisco,  Cal. 

Profit  Too  Much 

Sir:  While  sales  for  our  fiscal  year 
ended  Sept.  .30,  1971  were  slightly  less 
than  $10  million,  we  have  never  earned 
anywhere  near  $4  million,  either  before 
or  after  ta.xes  (Forbes,  Dec.  15). 

—Richard  P.  Knerr 

Vice  President 

Wham-O  Manufacturing  Co. 

San  Gabriel,  Cal. 

A  typo.  We  meant  $400,000-Ed. 


Luxury 
conventions 
fca  la  carte» 


OUR  SPECIALTIES 


H£=r^ 


MELIA  CASTILLA 
Madrid 

Western  Europe's 
largest  and  liveliest 
hotel  with  1,000  twin- 
bedded  luxury  rooms. 
A  "city"  within  a 
city,  specially  built 
and  equipped  for 
conventions  and 
meetings. 

MEUA  MADHID 
Madrid 

250  rooms  and  suites. 
Convention  hall  and 
meeting  rooms  with 
specialized 
installations. 

MELIA  DON  PEPE 
Marbella, 
Costa  del  Sol 

250  luxury  rooms  and 
excellent  convention 
installations.  For 
leisure,  all  facilities  an 
exclusive  resort  hotel 
can  offer. 

MELIA 

TORREMOLINOS 
Costa  del  Sol 

220  luxury  rooms. 
Magnificent  convention 
and  congress 
installations  in  modern, 
colourful  surroundings. 

MELIA  MALLORCA 
Palma  de  Mallorca 

390  luxury  rooms,  with 
the  perfect  setting  for 
conventions, 
congresses  and 
company  meetings. 


Plan  your  next  convention  at  any  one 

of  these  great  MELIA  HOTELS 

in  Spain. 

We  are  professionals  at  planning  and 

staging  conventions,  congresses 

or  business  meetings.  Our  expert 

staff  is  your  guarantee. 


Plus:  11  other  luxury  hotels  in  the 
best  resorts  and  beaches  of  Spain. 

MallaHotels 

OF  SPAIN 


Write  today  for  information  to: 

Mr.  Jorge  Encina,  Manager,  Group  Sales  Dept. 
USA  &  Canada,  551  Fifth  Ave.,  Suite  1416, 
New  York,  N.Y.  10036,  Telephone  (212)  986-4353 
or  your  nearest  travel  agent. 
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WILT  CHAMBERLAIN 
All  Pro  Center 
Los  Angeles  Lakers 


''^JiiSy 


s^ ' 


The  All  Pro 

SVSTEMflTJC  Copymaker 


Gives^u 

King  Size 
Advantages 

New*^Bondiike"Copyinaker  makes  every  size  up  to  ll%"xl7 


I 


?core  a  never-before  size         « 

idvantage.  Copy  computer  '' 

3rintouts,  blue  prints,  maps, 

:harts — everything  up  to 

11^4  X  17".  Including  shi>rt 

brms,  letter  and  legal-size  pages.  Copy 

itraight  from  books  and  even  3-D  objects. 

o  all  the  way  to  full  copymaking 
:onvenience! 


Enjoy  the  first  copies  that 
:hallenge  the  quality  and  clarity 
)f  fine  office  stationery.  Apeco 
'Bond-Like"  copy  paper  gives  you  a 
.vhole  new  kind  of  "presentation" 
luality  you  must  see  to  believe 
.  .  at  a  price  that  competes 
virh  electrostatic  paper. 

**4o  time  out  waiting  for  this 
:opymaker!  Copies  100%  faster  to 
jive  you  20  letter-size  copies  per 
"ninute.  No  warm  up,  just  turn  on  the 
Svstematic  and  it's  ready  to  perform. 

^  FREE    f 


^^ 


Compact,  portable  and 

engineered  for  years  of 

rugged  high  volume 

copywork.  Pick  your  all-pro 

style.  Console  \vith  built-in 

storage  or  desk-top  model. 

Vibrant  computer  colors 

blend  with  every  office  decor.  Choose 

Brilliant  Blue,  Sun  Yellow  or  Regal  Red. 

Bigger  roll  out  action  means 
bigger  economy.  Easy  loading  super 
size  rolls  give  you  non-stop 
copymaking  convenience  with  less 
reloading  time.  Up  to  1000  letter-size 
copies  per  roll.  Every  copy  cut  to 
exact  size  of  original.  No 
costly  paper  waste  ever! 


Simplified  strategy  zooms  out 

1  to  99  copies  automatically.  Set 

the  dial  for  the  number  of  copies 

you  want,  push  the  button  and  that's  all 

there  is  to  it.  Anyone  can  produce 

perfect  copies  every  time,  in  no  time  at  all. 


'<t.>' 


NBAEi 

ALL-PRO  PERSONAL  EXECUTIVE 
TELEPHONE/ADDRESS  DIRECTORY 

Just  fill  out  and  mail  the  attached 
postage-paid  card,  or  write  APECO. 


APECO  IS  A  REGISTERED  TRADEMARK  OF  APECO  CORPORATION,  EVANSTON,  ILL.  60204 


® 


Iron  sides  and  metal  top  do  not 

a  lock  box  make. 


You  know  what  really  makes  a  lock  box:  a  collection  program  that's  fast 
enough  to  give  you  maximum  use  of  incoming  funds.  It's  a'  post  office 
box  in  the  right  city  with  service  from  the  right  bank. 

In  the  Southeast,  Atlanta  is  the  city.  Positioned  strategically  in  the 
center  of  the  nation's  fastest-growing  region.  With  excellent  air  and 
postal  service,  most  incoming  business  mail  is  assured  same-day  de- 
livery. Which  means  dollars  and  cents  in  any  mailtime  consideration. 

And  when  in  Atlanta,  do  as  80  of  Fortune's  top  1 00  do.  Deal  with  C&S, 
the  biggest  bank  in  the  Southeast.  Each  month  C&S  processes  more 
than  1,200,000  items  (or  $600,000,000  for  over  290  lock  boxes).  Our 
officers  have  the  experience  and  authority  to  act,  to  innovate. They  have 
the  flexibility  to  work  out  a  program  which  is  uniquely  tailored  for  you. 
The  Citizens  and  Southern  National  Bank. 


i 


Contact  one  of  our  bankers  to  learn  more  about  cash  mobilization— and  our  other  corporate  banking  services. 

East  of  the  Mississippi  call  George  L   Sherlmg  m  New  York  (212)  753-1880     Kirk   P    Lynn   m   Atlanta   (404)   588-2253.  West  of  the   Mississippi   Herb 
Falkenberg    in    Los    Angeles    (213)    388-2359    Peter    isop    m    Atlanta    (404)    588-2275     For    Chicago    area,    call    John    Hughes    (312)    329-9696. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


THE  BUSINESS   PICKUP 

I  ha\e  an  uneas\  feeling  it  ain't. 
At  an\-  rati\  that  is. 

NO  WAY 

If  everyone  sits  around  waiting  for  better  business  to  happen  before  they  do  and  act  as  they  would 
if  it  were  happening  ...  it  won't. 


READY— AND  NOT 

Howard  Morgens  is  one  of  the  Quiet  Big  Ones  with  a 
brainy,  total  grasp  of  what  management  realK  is  and 
means.  As  the  determined!)  unsung  CEO  of  Procter  & 
Gamble  for  the  past  decade  and  a  half,  he's  staved  wa\ 
on  top  of  one  of  the  most  toughly  competitive  businesses 


in  the  world.  In  a  backgrounder  luncheon  here  the  other 
day,  Mr.  Morgens  made  one  observation  on  developing 
managerial  ability  in  young  men  that  I  asked  to  quote: 

"Put  v'ounger  men  in  jobs  before  they're  ready.  Then 
don't  let  them  make  mistakes  until  thev're  readv." 


MUSKIE  AND  A  BLACK   RUNNING  MATE 


A  number  of  people  seem  to  think  Muskie  made  a  major 
booboo  when  he  candidly  opined  that  he  didn't  think  the 
country  was  yet  ready  to  have  a  black  \"ice  President. 

I  couldn't  agree  less  that  his  candor  was  a  political  error. 
Don't  you  think  most  people  would  agree  with  him,  in- 
cluding responsible  blacks? 

Muskie    didn't   say   he    thought    there   shoiihln'f   be   a 


black  Vice  Presidential  candidate  or  that  blacks  weren't 
qualified.  In  fact  he  clearly  stated  the  reverse. 

If  there's  one  thing  that  the  multimillions  of  new  18-to- 
21-year-old  Presidential  voters  would  agree  on,  I  think  it's 
the  value  of  saying  it  like  it  is.  For  politicians  to  hide  their 
thoughts  in  tired,  pussyfooting  rhetoric  in  today's  climate 
is  to  antagonize,  not  mesmerize,  voters. 


WHY   DOESN'T  .SOMEONE  DO   SOMETHING? 


In  a  iiarrowing  factual  roundup  on  the  truly  scary  spread 
of  hard-dnig  addiction  among  the  young  and  very  young. 
New  York  City's  Congressman  Charles  Rangel  recently 
observed,  "The  pharmaceutical  companies  won't  invest 
large  funds  to  develop  a  nonaddictive  heroin  substitute 
since  there's  no  profit  in  it  for  them." 

Why? 

Why  not? 

I  suppose  the  unthinking  (which  includes  most  of  us 
much  of  the  time)  tend  to  think  that  a  company  that 
makes  something  that  cures  illness  and  prevents  disease 
makes  it  nearly  free  and  freely  available.  It's  all  part  of  the 
utter  rot  that  there's  something  wrong  with  profit,  and 
particularly  profiting  from  pain. 

How  in  'ell  can  any  drug  company  spend  millions  look- 
ing for  products  to  fill  a  need,  if  it  has  no  profit  from  the 
products  already  developed  that  fill  a  need?  Cars  are  ab- 


solutely essential  for  most  of  us— but  do  we  expect  General 
Motors  to  operate  as  a  charity?  So,  too,  housing.  Ditto 
clothing.  Food.  And  so  on  and  on. 

It's  a  chilling  challenge,  this  murderous  hard-drug  epi- 
demic. Getting  hooked  is  apparently  appallingly  easy  and 
for  the  most  part  proving  almost  incurable. 

Any  drug  company  that  can  develop  an)'  sort  of  answer 
to  the  hard-drug  menace  should  find  governments  on 
every  level,  as  well  as  individuals  who  can  afford  it,  glad 
to  pay  a  price  that  should  include  a  profit— a  very  very 
sizable  profit.  No  matter  what  the  price,  it  would  be 
small  compared  with  the  soaring  cost  in  lives,  hospital 
and  correctional  institutional  incarceration,  theft,  violent 
crimes— a  cost  that  is  in  the  $billions. 

A  company  making  a  few  millions  from  finding  an 
answer  that  saves  us  thousands  of  young  lives  and  billions 
of  dollars  should  be  and  shall  be  blessed  not  blasted. 
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THOUGHT  FOR  ANNUAL  REPORT  MAKERS 

Sometimes,  even  accountants  agree,  it's  best  to  tell  the  truth. 

COURAGE,   MEN! 


More  and  more  men  over  40  are  joining  tliose  under  40 
in  letting  their  hair  grow  longer  and  bushier.  Sideburns, 
too,  thicken  and  lengthen.  And  in  increasing  numbers 
those  with  either  faceless  faces  or  a  spirit  of  adventure 
are  sprouting  mustaches  of  astonishing  varieties,  or  beards 
of  assorted  dimensions  (sometimes  both  at  the  same  time) . 

For  those  who  would  like  to  trv  but  are  timid,  take 


heart  from  the  Greatest  American's  similar  trepidation. 
He  is  immortalized  in -bearded  form,  but  for  all  except 
the  last  four  years  of  his  life  Abraham  Lincoln  was  clean- 
shaven. He  replied  to  on^  lady's  suggestion  that  he  should 
grow  whiskers  by  writiiig:  "Having  never  worn  any,  do 
you  not  think  people  would  call  it  a  piece  of  silly  affecta- 
tion if  I  were  to  begin  it  now?" 


TOO   SENSIBLE  TO   SUCCEED? 


Fifteen  years  ago  an  Australian  engineer  designed  a 
single  eating  utensil,  called  the  Splayd,  combining  the 
functions  of  knife,  fork  and  spoon  in  one.  The  thing  is 
eminentK  sensible,  fully  functional,  patented  in  52  coun- 
tries and  manufactured  on  a  royalty  basis  in  25. 

Wouldn't  you  think  it  would  sell  by  the  multimillions? 
That  most  e\erywhere  there  is  eating  done  it  would  be 
in  demand? 


But  it's  not. 

Why,  do  you  suppose? 


WASTE  CAN  BE  USEFUL 


Garbage  needn't  necessarily  remain  just  that. 

Disposing  of  the  stuff  is  a  problem  that  seems  to  be  in- 
creasing at  a  geometric  rate.  It  presents  a  huge  challenge 
to  antipollution  eflorts;  it  costs  a  veritable  mint  to  get  rid 
of;  and  the  areas  for  dumping  it  seem  to  diminish.  Rats 
and  racketeers— if  you'll  pardon  the  redundancy— abound 
in  garbage.  There  is,  though,  a  relatively  simple  and  in- 
expensive wa\'  to  make  a  plus  out  of  our  refuse  minuses. 

Squeeze  'em.  Mash  'em.  Make  hunks  of  the  whole  mess. 

It  isn't  hard  to  do.  Machines  from  household-  to  city- 
size  exist  that  can  make  "solid  waste"  out  of  the  stuff 
we  all  throw  out. 

Stick  a  pin  in  nearly  any  part  of  the  map  of  the 
United  States  and  draw  a  circle  with  a  10-mile  radius, 
and  within  it  you'll  find  a  dozen  places  that  want  or  need 


or  could  benefit  from  being  filled  in.  Millions  monthly  are 
paid  to  those  trying  to  dispose  of  dirt  and  the  like  by 
those  trying  to  fill  in  holes  and  other  places.  Compressed 
"bales"  of  garbage  are  easily  transported  and  make  ideal 
fill.  A  sprinkling  of  chemical  antiseptic  cologne,  a  cover- 
ing of  dirt,  and  Presto!  You  have  a  uniquely  well-ferti- 
lized transformation  of  the  (w)hole  to  salable  flat  green. 

This  isn't  as  nonsensical  as  it  sounds.  Where  the  sort- 
ing necessary  for  recycling  isn't  feasible,  by  squaring  the 
stuff  you  turn  it  into  something  useful. 

In  your  town  or  city,  get  'em  to  start  compressing  and 
to  sell  the  solid  results.  The  bales  may  not  be  worth  their 
weight  in  gold  but,  by  golly,  instead  of  costing  money 
they'll  produce  revenue  and  do  good. 

A  reversal  of  that  old  Truth  about  waste  and  want. 


WHO   SAID  IT? 

Barry  Goldwater  said  one  of  the  following  two  quotes 
and  Ralph  Nader  the  other: 

•  "American  cars  are  made  shoddily.  The  doors  don't 
work.  The  tires  don't  go  beyond  10,000  miles.  The  brakes 
don't  work." 

•  "The  average  student  spends  $250  a  year  on  soft 
drinks  and  tobacco  and  movies.  Being  stoned  on  marijuana 


isn't  \ery  different  from  being  stoned  on  gin.  We  need  a 
new  Spartan  ethic  in  this  country." 

Now,  match  the  right  name  to  the  right  quote. 

And  I'll  bet  >  ou're  100%  wrong. 

With  Nader  knocking  the  young,  Goldwater  knocking 
Detroit  and  Nixon  urging  trade  with  Russia  and  wooing 
Red  China,  is  there  anything  left  to  be  surprised  about? 


SUGGESTION 

It  seems  to  be  a  known  fact  that,  in  an  earthly  sense, 
we'll  all  be  dead  a  bit  longer  than  alive. 
So.  .  . 
While  alive. 
Be  alive. 


"BECAUSE  THE  CITY  IS  THE  FUTURE" 

Once,  a  while  ago,  Forbes  was  here  a  hit  critical  of  an 
Arco  advertisement.  This  one,  appearing  in  other  magazines 
as  a  paid  ad\  ertisement,  Forbes  is  printing  free— because 
I  think  you'll  agree  it  is  something  that  needs  saying 
and  hasn't  been  said  anvwhere  else  as  well. 
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-Malcolm  S.  Forbes, 

Editor-in-Chief 


II  skyscrapers  to  save  space. 
vr  buildingsfora  viewof  thesky. 

)i  parking  spaces. 
)  ore  parking  lots. 

!S3ct  for  civic  law. 

e  lorn  to  do  exactly  what  I  want. 

rd  neighborhoods. 

li  ibors  who  are  just  like  me. 

t  r  garbage  collection. 
V  r  sanitation  costs. 

3  ze  to  walk  my  dog. 
i(  prohibited. 


(not  a  paid  advertisement) 


Living  space  to  raise  my  family. 
No  noisy  kids  for  neighbors. 

A  city  that's  easy  to  walk  around. 
A  city  that's  easy  to  drive  around. 

Better  school  systems  for  everybody. 
Lower  school  taxes. 

Immediate  end  to  air  pollution. 
More  power  stations. 

More  jobs  for  city  dwellers. 

No  commercial  zoning  near  dwellings. 

A  place  I  want  to  come  home  to. 
A  place  that's  easy  to  get  out  of. 


Lower  rents. 

A  fair  break  for  landlords. 

Visually  varied  street  planning. 
Practical  grid  systems  for  streets. 

Cleaner,  faster  subways  and  buses. 
Lower  bus  and  subway  fares. 

No  parades  disrupting  traffic  flow. 
More  parades  promoting  civic  pride. 

More  and  better  sewage  treatment. 

No  treatment  plants  in  my  neighborhood. 

Solutions  in  ten  years. 
Solutions  now! 


■deal 

Kdeal  city  will  happen  when  people 
t  different— even  opposing— ideas 
li  vork  together  to  build  an  environment 
coalances  human  diversity. 


I  eal 

•  es  are  threatened  with  chaos 
t3  degree  that  groups  and  individuals 
I  e  their  interdependence 
le  another. 


There  are  no  simple  solutions  to  urban 
problems.  Because  modern  cities  aren't 
simple  places.  They're  concentrations  of 
diversity— different  people  with  different 
attitudes,  backgrounds,  skills.  Their 
interaction  makes.a  city  stimulating;  their 
interdependence  on  one  another  makes 


the  city  workable.  We  must  find  solutions 
that  respect  human  diversity  and  balance  it 
in  a  mutually  supportive  environment.  Not 
a  simple  problem.  But  the  solutions  are 
worth  working  for. 
Because  the  city  is  the  future. 
AtlanticRlchfieldCompany  <> 


Think  of  us  as  a 
swinging  company 


In  1 972,  more  than  ever  before, 
America's  swingers  are  going 
to  be  out  in  force— on  9,500  golf 
courses  and  4,000  acres  of 
tennis  courts. 

And  the  number  of  players  is 
still  going  up  like  a  high  lob. 

All  of  which  makes  us  very 
happy,  because  we  provide 


the  wherewithal  to  play.  For 
golfers,  for  example,  it's 
Ben  Hogan  Clubs,  bags,  balls— in 
fact,  all  they  need  for  every- 
thing but  the  nineteenth  hole. 
For  tennis  buffs,  our  Head 
Division  makes  not  only 
the  best  racquets  they  can  buy, 
but  even  the  clothes  they  play 


in.  And  so  it  goes,  for  practically 
any  sport  — indoor  or  outdoor 
—you  can  name. 

That's  why,  when  it  comes  to 
active  leisure  time,  we're 
busier  than  anybody. 

AMF  Incorporated, 
White  Plains,  New  York  1 0604. 


AMF  mixes  business  with  pleasure.   Profitably. 


Forbes 


The  Bigger  They  Are 


How  wrong  can  you  go  with  a  hamburger  or  roast  beef  sandwich?  Try 
$83  million.  That's  how  much  General  Foods  lost  on  those  simple  staples. 


With  their  computers,  their  highly 
protessional  managers,  their  genera- 
tions of  accumulated  kiiowhow,  big 
companies  are  safe  against  the  unex- 
pected disasters  that  can  befall  ordi- 
nary businesses.  Or  are  they?  How 
about  the  Edsel;  the  Convair  880; 
Anaconda  in  Chile  (  Fohbes,  Jan. 
15);  Penn  Central;  Lockheed.  .  . 

.  .  .and  Ceneral  Foods'  $83-milli()n 
pretax  hamburger,  roast  beef  fiasco? 

Last  month  General  Floods,  the 
$2.4-biIlion,  food-and-coffee  market- 
er, jolted  stockholders  %\ith  news  of  a 
write-down  amounting  to  nearly  $1  a 
share  after  taxes.  GF  said  it  was  part- 
ly closing  out,  partly  cutting  back  its 
ambitious  expansion  into  fast-food. 
It  was  closing  down  all  70  Rix  Sys- 
tems, Inc.  hot  roast  beef  restaurants. 
.Of  some  1,200  Burger  Chef  ham- 
burger stands,  it  has  already  closed 
100  and  is  writing  down  many  more. 

How  could  so  big  a  company  go  so 
badly  wrong  in  so  seemingly  simple  a 
business  as  frying  hamburgers  and 
slicing  roast  beef?  There  was  no  ade- 
quate explanation  in  General  Foods' 
quarterly  earnings  statement.  So 
Forbes  asked  for  an  interview.  It  fell 
to  President  Arthur  E.  Larkin  to  ex- 
plain the  debacle.  Larkin's  replies  to 
Forbes'  questions  were  revealing. 

As  for  roast  beef,  Larkin  said:  "We 
couldn't  get  enough  people  to  come 
into  our  stores.  The  kids  didn't  want 
roast  beef  and  later  the  adults  didn't 
want  it.  Roast  beef  was  just  a  fad." 


Larkin  of  General  Foods 

Obviously.  It  didn't  help  either,  Lark- 
in said,  that  the  founder  of  Rix  left  a 
year  after  GF  acquired  his  company. 
That  left  them  with  an  ambitious  ex- 
pansion program  and  no  one  capable 
of  running  the  operation.  One  indus- 
try observer  reckons  GF  spent  about 
$3  million  for  a  one-man  operation. 

What     about     Burger    Chef?     No, 
Larkin  doesn't  claim  that  Americans 


have  stopped  eating  hamburgers,  nor 
that  McDonald's  isn't  still  thriving. 
Burger  Chef's  problem,  Larkin  ad- 
mits, was  simply  management.  "The 
key  man  got  a  heart  attack.  We  sent 
one  of  our  own  men  and  he  just  didn't 
know  his  way  around  this  kind  of  op- 
eration." A  second  GF  executive,  Vice 
President  Philip  A.  Korn,  was  sent  to 
take  a  hard  look.  He  came  back  hor- 
rified. The  giant  write-down  followed. 

Interestingly,  GF's  original  invest- 
ment in  the  Burger  Chef  food-stand 
operations  was  only  $16  million  in 
cash.  But  GF  discovered  to  its  chagrin 
that  long-term  lease  commitments  are 
debts,  too,  especially  if  the  store  goes 
bad.  Moreover,  GF  admits  that  ex- 
pansion of  the  two  chains  was  done 
with  more  energy  than  brains.  Hence 
the  throwing  of  good  money  after 
bad,  escalating  a  $16-million  invest- 
ment into  an  $83-million  loss. 

For  19  straight  years.  General 
Foods  has  managed  regular  gains  in 
per-share  earnings.  But  the  hamburg- 
er-and-roast-beef  disaster  helped 
break  the  chain.  "I'm  afraid,"  Larkin 
says,  "that  our  streak  will  end  at  19." 

Without  the  write-down,  94  cents  a 
share.  General  Foods  probably  would 
have  earned  more  than  the  $2.38  it 
earned  in  fiscal  1971.  GF  still  sup- 
ports an  excellent  return  of  nearly  T7% 
on  its  stockholders'  equity.  Clearly  it 
is  still  a  very  profitable  company. 
Sometimes,  though,  the  bigger  they 
are,  the  harder  they  fall.  ■ 
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Missions  from  (and  to)  Moscow 

Along  with  his  Chinese  package,  President  Nixon  may  have  an- 
other one,  made  in  Moscow,  to  present  the  voters  come  November. 


At  a  time  when  the  Chinese  and  the 
Americans  are  doing  little  more  than 
talking  about  talking,  the  Russians 
and  the  Americans  are  quietly  laying 
the  groundwork  for  what  could  be  a 
vast  expansion  of  trade  between  the 
two  countries. 

The  Nixon  Administration  is  play- 
ing an  interesting  role.  It  is  sponsor- 
ing and  encouraging  the  business  in- 
terchanges, but  it  is  going  out  of  its 
way  to  keep  them  quiet.  Only  last 
month  a  top  group  of  Russian  eco- 
nomic officials  held  trade  talks  for 
two  weeks  with  the  Commerce  De- 
partment, visited  with  executives  from 
two  score  major  U.S.  corporations, 
crisscrossed  the  country.  They  even 
attended  the  Super  Bowl  game  in 
New  Orleans.  All  virtually  without  a 
mention  in  the  press. 

This  peripatetic  delegation  was 
headed  by  Deputy  Minister  of  For- 
eign Trade  Aleksei  N.  Manzhulo.  It 
followed  by  a  month  the  visit  of 
Soviet  Agriculture  Minister  Vladimir 
V.  Matskevitch,  and  preceded  by  only 
two  weeks  a  delegation  from  the 
Soviet  Merchant  Marine  Ministry. 
Soviet  Foreign  Trade  Minister  Nikolai 
S.  Patolichev  is  coming  later  this  year, 
returning  the  compliment  of  then 
Commerce  Secretary  Maurice  Stans' 
November  visit  to  Russia.  An  actual 


trade  agreement  depends  on  President 
NLxon  himself,  but  his  intentions  are 
clear  from  the  Administration's  quiet 
encouragement  of  the  visits. 

The  U.S.  last  year  exported  a  pal- 
try $140  million  worth  of  goods— 
mainly  chemicals,  some  machinery 
and  raw  materials— to  the  Soviet 
Union.  It  imported  under  $60  million 
of  precious  metals  and  furs.  Now  the 
Russians  are  talking  about  $800  mil- 
lion to  $1  billion  worth  of  natural  gas 
sales  alone  to  the  U.S.  annually.  That 
is  not  all  they  are  talking  about. 

"They  were  very  specific,"  says  As- 
sistant Secretary  of  Commerce  Harold 
Scott.  "They  identified  products  that 
the  Soviets  would  like  to  buy  and 
projects  in  which  they  are  interested 
in  joint  ventures  with  Americans.  They 
unveiled  plans  for  another  truck  plant 
in  addition  to  the  Kama  River  one, 
and  said  they  would  Hke  American 
companies  to  take  a  leading  role  in  it. 
They  want  chemicals  and  petrochem- 
icals. They  told  us  of  another  gas 
field  in  Siberia  that  could  serve  our 
West  Coast.  They  brought  up  the 
Udokan  copper  project  again.  They 
talked  petroleum,  too.  They  are  in- 
terested in  offshore  exploration  off  the 
Kurile  Islands. 

"We  explained  our  dumping  re- 
strictions to  them,"  says  Scott,  who 


worked  in  international  business  with 
Chas.  Pfizer  and  with  his  own  com- 
pany before  coming  to  government. 
"They  mentioned  titanium,  but  we 
told  them  any  more  titanium  would  J 
only  distort  an  already  weak  market  1 
here.  We  went  over  the  language  of 
arbitration  and  discussed  tax  treaty 
possibilities.  And  we  put  them  in  touch 
with  American  businessmen." 

That  he  did.  At  two  dinners  in 
Washington  hosted  by  Scott,  the  So- 
•viets  met  with  top  men  from  such 
companies  as  General  Motors,  Cum- 
mins Engine,  International  Nickel, 
Engelhard  Minerals  &  Chemicals, 
Borg-Warner,  American  Express,  Car- 
gill  and  International  Telephone.  At 
a  luncheon  at  the  First  National  City 
Bank  in  New  York  it  was  executives 
of  Dow  Chemical,  Alcoa,  Combustion 
Engineering,  General  Electric.  At  a 
dinner  in  Houston,  the  Soviets  talked 
natural  gas  with  Tenneco,  Texas  East- 
ern and  El  Paso  Natural  Gas.  And  on 
their  own  the  Soviets  called  on  many 
more  companies. 

Many  of  the  businessmen  Forbes 
talked  to  reported  that  while  the  So- 
viets want  to  buy  products  from  U.S. 
companies,  mainly  they  want  the 
knowhow  that  runs  the  machines. 
"They're  looking  for  turnkey  jobs," 
says  President  J.H.  Ingersoll  of  Borg- 
Warner  International,  which  last  year 
declined  to  bid  on  the  Kama  River 
tiTJck  plant  because  B-W  prefers  sell- 
ing components  to  knowhow. 

By  contrast.  Vice  President  Colister 
Johnson  of  Engelhard  would  like  to 


Plucking  the  Goose 


How  is  Washington  going  to  raise  the  tens  of  billions  in  new  mon- 
ey it  will  need  without  stirring  a  taxpayer  revolt?  VAT,  maybe? 


Everybody  knows  federal  taxes  are 
going  up  next  year.  The  country 
can't  stand  another  $38.8-billion  defi- 
cit. Washington  is  looking  for  money 
to  lift  some  of  the  education  burden 
off  the  homeowner.  No  economic  pick- 
up now  in  sight  could  possibly  close 
the  gap.  So  taxes  are  going  up.  Which 
taxes?  By  how  much? 

If  Richard  M.  Nixon  is  reelected, 
look  for  his  .'Administration  to  push 
for  the  first  major  new  U.S.  tax  since 
the  income  tax  amendment  was 
passed  by  Congress  in  1913:  the  val- 
ue-added tax. 

Essentially,  the  value-added  tax  is 
a  sales  tax,  but  with  a  difference.  For 
one  thing,  it  is  largely  invisible  to  the 
general  public.  For  another,  it  can  be 
manipulated  so  it  helps,  rather  than 
hurts,  the  I'S.'  ability  to  export.  Its 
proponents    .dso   claim    it   encourages 


thrift.  A  3%  VAT  could  raise  $10  bil- 
lion to  $20  billion;  at  5%,  $17  bil- 
lion to  $32  billion. 

The  art  of  taxation  consists  in  so 
plucking  the  goose  as  to  obtain  the 
largesi  possible  amount  of  featliers 
while  provoking  the  smallest  possible 
amount  of  hissing. 

-Jean  Bapiste  Colbert,  1619-83. 

Colbert,  Louis  XIV's  great  finance 
minister,  put  it  best.  The  average 
American  is  peeved  by  a  sales  tax; 
he  may  be  blissfully  unaware  if  he's 
being  plucked  for  a  value-added  tax. 

The  value-added  tax  is  what  its 
name  implies:  a  tax  on  the  value  add- 
ed to  a  product  or  service  at  each 
stage  of  its  processing.  Take  a  pair  of 
shoes.  The  tainier  sells  a  piece  of 
leather  for  more  than  he  paid  for  the 
hide;  he  pays  a  tax  on  the  value  he 
added.   Then   the   shoe   manufacturer 


processes  the  leather  into  slioes  and 
pays  a  tax  on  the  value  he  added. 
Finally,  the  wholesaler  and  retailer 
mark  up  the  price  to  cover  their  own 
costs  and  profits;  they  pay  a  tax  on 
what  they  added. 

VAT  is  a  kind  of  sales  tax  except 
that  it  is  paid  all  through  the  mami- 
facturing  process,  not  at  the  point  of 
final  sale.  It  is  not  a  profits  tax.  The 
tax  collector  doesn't  care  whether  the 
transaction  was  made  at  a  profit;  he 
is  interested  only  in  the  value  added. 

Fans  for  the  VAT  include  Budget 
Director  George  Shultz  and   Herbert 
Stein,    chairman    of    the    Council    of 
Economic  Advisers.   They  argue  that 
the  tax  is  more  flexible  and  versatile 
than  a  simple  sales  or  income  tax  in- 
crease. Even  if  food,  shelter  and  mad-, 
ical  services  were  exempted,  a  VAT  J 
could   be  a  formidable   revenue  pro-j 
ducer.  A  3%  VAT  with  these  exemp-j 
tions  would  raise  $10  billion;  without^ 
them,  nearly  $20  billion.  That  wouldj 
cover  the  $5   billion   the  Administra- 
tion reportedly  wants  to  use  to  take 
some  of  the  burden  oft  local  property] 
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sell  technolog>'  to  the  Soviets,  but 
there  are  two  problems.  "\\'e  were 
talking  to  them  about  a  catalytic  re- 
forming process,"  says  Johnson,  "but 
the  fact  is  they  don't  need  the  qualit\ 
of  gasoline  right  now.  I  mean  how 
many  cars  do  the\  ha\e?"  The  other 
problem  is  closer  to  home:  "In  selling 
technology  to  the  Soviet  Union,  you 
have  to  get  licenses  from  the  State 
and  Commerce  departments,"  says 
Johnson.  "The  French,  the  British  and 
the  Germans  don't  have  any  of  this 
trouble." 

Easing  of  such  restrictions,  of 
course,  awaits  a  NN'hite  House-Krem- 
lin agreement  on  such  things  as  ex- 
port credits  and  most-favored-nation 
status.  At  the  moment  the  White 
House  is  playing  it  coy.  An  indication 
of  the  White  House's  attitude  could 
come  in  the  spring.  There  is  a  bill 
resting  in  the  Senate  Finance  Com- 
mittee that  would  enable  the  U.S.  to 
grant  most-favored-nation  status  to 
any  country  that  has  a  nonmarket 
econom>— for  which  read  the  Scniet 
Union  and  its  satellites  or,  for  that 
matter,  China.  The  bill  could  mo\e 
out  of  committee  and  toward  passage 
if  the  White  House  decided  to  get 
solidly  behind  it. 

Meanwhile,  everyone  awaits  a  sig- 
nal from  the  White  House.  Cummins 
Engine  Chairman  J.  Irwin  Miller  says 
he  awaits  onl\  "a  lead  from  the  U.S. 
Government."  Now  that  the  Soviets 
are  building  two  truck  plants,  they 
would  like  to  license  Cummins'  tech- 
nologN.    Savs   Chairman    Erwin    Kelin 


Deputy  Minister  of 
foreign  Trade  Manzhulo 

of  Minncapolis-ba.sed  Cargill,  which 
has  sold  the  Soviets  quantities  of  feed 
grains  in  the  past,  "I  think  we're  go- 
ing to  Ix"  doing  more  business,  but  we 
have  no  definite  assurances." 

The  greatest  movement  at  present 
is  in  natural  gas.  The  Soviet  delega- 


tion inspected  El  Paso's  natural  gas 
plant  near  Farmington,  N.M.  and 
talked  in  Houston  with  the  heads  of 
the  three  gas  companies.  Immediately 
following  their  trip,  Tenneco  and 
Texas  Eastern  dispatched  people  to 
the  Soviet  Union  to  study  the  feasi- 
bility of  liquefying  Soviet  natural  gas 
and  shipping  to  the  U.S.  East  Coast. 

A  deal  for  U.S.  purchase  of  Soviet 
natural  gas  would  be  done  in  what 
the  Russians  call  a  joint  venture  and 
an  American  would  call  a  long-term 
supply  contract.  It  would  be  a  new 
type  of  venture  for  American  busi- 
ness. Recently  resigned  Commerce 
Secretary  Stans  explained  it  very  well 
upon  his  return  from  the  Soviet  Union 
last  year:  "An  American  company  or 
consortium  of  companies  would  pro- 
vide all  of  the  equipment  and  tech- 
nology and  would  be  repaid  out  of 
the  product  for  its  investment  or  in- 
terest and  would  have  a  long-term 
contract  at  fixed  prices."  One  or  two 
such  deals  would  fill  Soviet  coffers 
to  bulging  with  dollars  and  open  a 
huge  potential  market  for  U.S.  indus- 
trial goods  and  technology.  "For 
once,'  observes  Harold  Scott,  "we'd 
be  doing  things  the  right  way,  ex- 
porting high  technology  and  import- 
ing raw  materials." 

When  President  Nixon  goes  to 
Moscow,  he  could  officially  tie  the 
whole  deal  up  with  a  ribbon.  What 
a  nice  package  for  the  voters:  a  huge 
trade  deal  involving  badly  needed 
natural  gas  and  possibly  thousands  of 
jobs— just  in  time  for  the  election.   ■ 


taxes  in  financing  education. 

A  value-added  tax  fits  with  another 
major  Nixon  objective.  None  of  its 
burden  need  fall  on  U.S.  exports. 
Most  ta.Kes,  even  income  taxes  to  a 
degiee,  get  built  into  the  cost  stitic- 
ture  and  thus  raise  the  cost  of  .Ameri- 
can goods,  including  exports.  But  a 
value-added  tax  could  be  refunded  on 
cxi)<»is.  Says  Edwin  S.  Cohen,  tax 
.policy  chief  in  Nixon's  Treasury  De- 
partment: "The  VAT  must  be  consid- 
ered if  only  because  our  principal 
competitors  in  trade  in  Europe  either 
have  it  or  are  about  to." 

.Another  Treasun  official,  an  econ- 
omist, argues  for  VAT  as  encouraging 
thrift.  Unlike  an  income  tax,  it  does 
not  take  away  any  of  the  income 
from  interest  or  dividends.  Instead,  it 
bears  only  on  consumption.  VAT  thus 
has  a  nice,  old-fashioned  ring  to  it. 

But  VAT  has  its  enemies.  It  takes 
more  from  a  poor  man's  paycheck 
than  from  a  rich  man's,  because  the 
poor  man  spends  all  he  earns.  Har- 
\ard  Law  School  professor  Stanley 
Surrey  is  strongly  critical.  Says  Surrey, 


top  tax  man  in  the  Kennedy  and  John- 
son Administrations:  "It's  a  sales  tax 
whatever  you  call  it.  Even  if  you 
take  some  of  the  burden  oft  the  poor 
with  refunds  and  deductions,  then 
the  burden  falls  on  the  middle-income 
earner,  not  on  the  upper  brackets." 
Thus,  what  is  sometimes  used  as  an 
economic  argument  for  YAT  can  be 
used  as  a  social  argument  against  it. 

Since  VAT  has  never  been  tried 
here,  no  one  quite  knows  what  it  will 
do  to  prices.  Some  think  it  will  be 
quite  inflationary,  that  labor  will  sim- 
ply factor  it  into  their  wage  demands 
and  many  businessmen  will  add  it  to 
their  markups. 

VAT  Politics 

What  are  the  political  realities? 
Wilbur  D.  Mills,  chairman  of  the 
House  Ways  &  Means  Committee,  and 
the  committee's  ranking  minority 
member  Representative  John  Byrnes 
(Rep.,  Wis.)  both  oppose  it  as  dubi- 
ous tampering  with  the  current  tax 
framework.  House  and  Senate  liberals 
of  both  parties  will  certainly  seize  on 


a  Nixon  VAT  proposal  as  an  attempt 
to  tax  the  poor  for  the  benefit  of  cor- 
porations and  "big"  investors.  When  in- 
dustry lobbyists  go  to  work  to  get  pref- 
erential treatment,  the  Donnybrook 
will  be  on. 

Forget  about  VAT?  Not  so  fast. 
The  Government  must  have  more 
money.  Raising  income  taxes  would 
be  politically  suicidal.  Congress  max 
end  up  buying  VAT,  not  because  it 
likes  it  but  because  it  hates  the  alter- 
natives more.  The  President's  Busi- 
nessmen's Tax  Task  Force  opposed  a 
VAT  in  1970,  but  supported  it  in  pref- 
erence to  raising  corporate  taxes.  And 
Wilbur  Mills  may  not  be  as  powerful 
a  roadblock  when  his  staunch  ally 
Byrnes  retires  next  year. 

Of  course,  a  Democratic  Adminis- 
tration might  be  more  likely  to  adopt 
a  soak-the-rich  approach  and  to  ar- 
gue for  closing  so-called  loopholes. 
But  even  the  liberal  Democrats  ha\"e 
come  to  realize  that  penalizing  in- 
centive is  not  the  best  way  to  get  the 
economy  moving.  VAT  could  be  one 
of  those  ideas  whose  time  has  come.  ■ 
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Money  Games  Under  the  Palms 

Using  el  ambiente,  numbered  bank  accounts  and  its  own  Man- 
hattan Project,  Miami  is  fast  becoming  a  major  money  martlet. 


Add  Miami  to  your  list  of  the  world's 
major  trade  and  financial  centers.  Mi- 
ami has  changed  its  image  from  a 
garish  winter  tourist  haven  to  one  of 
the  truly  hot  international  market- 
places. The  languages  of  Miami: 
Spani.sh  and  dollars. 

Competing  against  such  older  trade 
centers  as  New  Orleans  and  Mobile, 
Miami  has  been  attracting  hordes  of 
Latin  American  businessmen.  In  tiie 
last  five  years  more  than  40  major 
American  companies  have  shifted 
their  Latin  American  operations  cen- 
ters to  the  area.  Local  branches  of 
New  York  and  West  Coast  banks  ar- 
rived last  year  to  compete  for  a  reput- 
ed flow  of  $100  million  a  year  from 
Latin  investors.  Trade  is  booming  at 
both  the  airport  and  port  facilities. 
The  area's  dollar  volume  of  shipments 
rose  $1  billion  in  the  last  five  years 
to  $2.1  billion,  90%  of  it  Latin  Ameri- 
can. With  total  U.S.  trade  with  South 
America    lunning    at    only    $9.3    bil- 


lion, Miami's  claim  to  the  title  of 
Gateway  to  Latin  America  becomes 
more  valid  each  day. 

The  city  has  always  had  a  strong 
Latin  flavor  to  it.  The  well-to-do  of 
South  and  Central  America  have  used 
the  area  for  50  years  for  political  ref- 
uge or  just  plain  relaxing.  Business 
visitors  are  lured  by  the  stability  and 
profitability  of  U.S. -based  investment. 
Instead  of  changing  planes  in  Miami 
for  the  trip  to  New  York,  they  hold 
their  meetings  in  Miami  and  finance 
their  deals  through  local  banks.  The 
growth  in  the  volume  of  checks  and 
currency  has  led  the  Federal  Reserve 
to  open  its  first  new  facility  since 
1927  there. 

"We  see  a  15%  to  25%  growth  in 
check  \'olume  alone  this  year,"  says 
W.M.  Davis,  who  opened  the  office, 
"and  the  overall  potential  of  the  area 
is  very  strong.  In  New  York,  the 
banks'  personnel  problems  have  hurt 
the    basic    mechanism    for    payments. 


Ex/7e  Carlos  Arboleya,  now  naturalized,  is  Miami's  leading  "Cuban"  banker. 


Here^  the  banks  are  soliciting  a  really 
amazing  amount  of  funds  from  Latin 
America  through  their  Spanish-speak- 
ing employees,  who  not  only  are  good 
workers  but  also  provide  what  they 
call  el  atnhiente— the  atmosphere  that 
ma"kes  Latin  businessmen  want  to  stay 
for  a  while." 

The  Newcomers 

It  was  not  always  so.  A  disastrous 
freeze  in  the  winter  of  1957-58  hit 
Miami's  lavish  beachfront  palaces 
hard,  and  some  of  the  bigger  hotels 
went  broke.  Miami  entered  the  Si.x- 
ties  in  a  recession  verging  on  depres- 
sion as  the  first  of  some  300,000 
nearly  destitute  refugees  from  Cas- 
tro's Cuba  swarmed  into  the  area. 

The  impact  of  the  Cuban  exiles  is  a 
matter  of  shame-faced  pride  today  to 
the  local  business  establishment.  At 
first  relegated  to  menial  jobs,  the  Cu- 
ban colony  now  claims  an  annual  in- 
come of  $600  million  and  lists  50  fac- 
tories and  hundreds  of  small  busi- 
nesses that  its  members  have  founded 
and  nurtured.  A  group  of  exiles  is  put- 
ting up  a  40-story  building. 

"If  the  Cuban  colony  is  not  100% 
responsible  for  Miami's  development, 
it  certainly  can  claim  major  credit," 
says  Carlos  Arboleya.  As  president  of 
Fidelity  National  Bank  of  South  Mi- 
ami, Arboleya,  43,  heads  one  of  the 
fiercer,  if  smaller,  locally  owned  com- 
petitors for  the  Latin  American  in- 
vestment dollar. 

"I  had  started  as  an  office  boy  at 
the  Havana  branch  of  First  National 
City  Bank  and  was  a  vice  president 
when  Castro  came.  When  I  came  to 
Miami  in  1960,  I  could  not  find  a  sin- 
gle bank  here  that  would  hire  me 
even  as  an  office  boy,  so  I  became  a 
clerk  in  a  shoe  factory.  Two  years 
later  I  was  comptroller  of  the  shoe 
factory,  and  a  banker  who  had  turned 
me  down  earlier  hired  me  away,"  says 
.Arboleya  with  tmderstandable  pride. 
P'ounded  in  1964,  Fidelity  was  in  the 
red  until  .Arboleya  came  five  years 
ago.  Now  a  U.S.  citizen,  he  has 
pushed  the  bank  to  the  $25-million 
mark  in  holdings  and  showed  a  six- 
figure  profit. 

To  Arboleya,  Miami  is  more  than  a 
trade  center  at  a  well-placed  cross- 
roads. "You  would  be  amazed  at  the 
amount  of  nione\'  that  can  be  attract- 
ed from  some  of  those  so-called  poor 
countries.  It  would  not  be  exaggerat- 
ing to  say  that  arovmd  $100  million  in 
investments— active  ones— came  from 
Latin  sources  last  year,  and  almost  as 
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Not  Caracas  but  Miami's  Southwest  Eighth  Street.  At  least  one-fourth  of  the  city's  residents  are  Castro  exiles. 


much  more  came  in  just  to  sit  in  de- 
posit boxes,"  he  says. 

This  "suitcase  money"  is  the  most 
debated  facet  of  the  Miami  story. 
The  legend  is  that  Latin  \'isitors  often 
evade  taxation  or  currency  restric- 
tions in  their  homelands  b\  bringing 
suitcases  o\  mone\  to  Miami  banks 
and  then  using  the  empt\  luggage  to 
tote  luxury  items  back  home.  Federal 
Reserve  sources  confirmed  that  most 
Miami  banks  now  oIUm  ninnbered  ac- 
counts to  foreign  depositors  who  want 
to  let  their  dollars  cool  oH  anonymous- 
ly. The  accounts  are  not  secret  in  the 
Swiss  sense,  since  the  U.S.  Government 
exerts  surveillance;  but  as  long  as  no 
American  law  is  violated,  the  Fed  has 
no  reason  to  step  in.  Thus  the  U.S.  is 
doing  to  some  Latin  gox  ennnents  what 
it  previousK'  complained  of  Switzer- 
land doing  to  the  U.S.:  helping  its 
tax  evaders. 

One  of  the  few  banks  to  admit  to 
ollering  secret  accounts  is  First  Na- 
tional Bank  of  Miami,  the  city's  larg- 
est, and  part  of  Southeast  Banking 
Corp.  But  \'an  Dyne  McCutcheon, 
who  heads  its  international  depart- 
ment, claims  that  the  whole  "flight 
capital '  legend  is  overblown.  "Look, 
you  almost  ha\e  to  be  in  the  liillion- 
dollar  class  befoje  ha\ing  an  inter- 
national department  realK  pa\  off," 
he  says.  First  National  of  Miami,  with 
1971  deposits  of  S891  millicm,  has  ap- 
proximately $100  million  in  Latin 
American  capital  in  its  accounts  alone, 
he  goes  on,  but  adds,  "It  took  us  ten 
years  to  build  that,  and  last  year  we 
placed    about    $20    million    in    loans 


back  into  South  American  ventures- 
half  again  as  much  as  we  took  in." 

One  clear  sign  of  Miami's  new  bank- 
ing prominence  is  the  location  of  five 
"Edge  Act"  banks  there  in  the  last 
three  years.  The  Edge  Act  permits  a 
bank  to  set  up  a  bianch  outside  its 
own  area  for  purposes  of  doing  for- 
eign business.  Until  1955,  there  were 
onK*  fi\e  such  operations  in  the  nation; 
now  there  are  six  in  Miami  alone. 
Georgia's  Citizens  &  Southern  was  first 
on  the  scene  in  1969.  Last  year  came 
San  Franci.sco's  Bank  of  America  and 
Wells  Fargo  aTid  New  York's  First 
National  City  and  Irving  Tru.st;  and 
First  National  of  Boston  leceixed  a 
Fed  permit  in  October  to  open  some- 
time this  year. 

For  Charles  Tidier  of  C.&S,  the 
"mo\c  to  Miami  was  a  natural.  We 
saw  that  the  city  was  becoming  a 
major  trade  center.  We  wanted  to 
set  up  shop  in  a  port  city,  and  the 
Latins  didn't  seem  to  go  any  place 
else."  At  the  end  of  1971,  the  C&S 
branch  had  $15  million  in  loans  and 
deposits,  with  a  goal  of  some  $25 
million  for  the  year  ahead. 

Who's  first? 

The  new  corporate  and  banking 
arrivals  ha\'e  touched  oft  an  intra- 
mural competition  over  which  part  of 
the  aiea  can  claim  to  be  the  financial 
district.  The  clear  leader  is  Coral  Ga- 
bles, a  sleepy,  separate  city  enclosed 
by  Miami's  boundaries.  This  commu- 
nity of  44,000  finds  itself  emulating 
Wilmington,  Del.  as  the  home  of  near- 
ly  50   such   operations.    Miami's   city 


officials  have  launched  a  catch-up  op- 
eration that  has  netted  them  the  Edge 
Act  banks,  and  a  canvassing  effort 
dubbed  "The  Manhattan  Project"  (for 
the  Manhattan  telephone  book  on 
which  it  depends)  is  trying  to  attract 
into  the  central  cit\'  other  New  York- 
based  Latin  American  operations. 

The  list  is  already  impressively  long. 
A  decade  ago  Standard  Oil  (N.J.) 
and  Gulf  were  pioneers.  Now  the  fold 
includes  Alcoa,  3-M,  International 
Harvester,  Dow  Chemical,  Pfizer  and 
Seagram's.  Eastern  Air  Lines  recentK- 
shifted  most  of  its  operations  there, 
and  Texaco— in  partnership  with  Gulf 
in  drilling  operations  in  both  Colum- 
bia and  Ecuador— moved  its  Latin  of- 
fice from  Houston  on  Jan.  17. 

Not  the  least  of  Miami's  drawing 
power  is  its  attracti\'eness  to  corporate 
executi\es  who  want  to  moxe  an  op- 
eration south  with  a  minimum  of  dis- 
ruption to  business  and  to  the  fami- 
lies involved.  Meredidi  Hough,  presi- 
dent of  Pfizer  Latin  America, 
told  Forbes:  "We  ha\'e  lost  no  key 
personnel  from  our  mo\'e  here  three 
years  ago."  Says  Richard  Long  of 
Dow's  Coral  Gables  office,  "It's  bad 
enough  to  try  to  move  125  people 
from  Midland,  Mich.,  but  to  tr\-  to 
move  them  to  Sao  Paulo  is  even  worse. 
Here  we  can  staff  our  force  from  sales 
to  manufacturing  to  distribution  with 
a  competent,  bilingual  team  and  still 
be  closer  to  our  markets  by  air.  And 
besides,  what  can  you  say  about  the 
climate  here?" 

How  about,  "C'mon  in,  the  busi- 
ness is  fine"?  ■ 
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"The  Way  I  Make  My  Numbers 
Is  for  You  Guys  to  Make  Your  Numbers 

That's  what  David  Mahoney  keeps  telling  his  executives:  Though  the  com- 
pany's name  is  still  Norton  Simon  Inc.,  the  show  is  all  Dave  Mahoney  now. 
Rarely  has  a  new  boss  imprinted  his  own  image  so  thoroughly  and  so  fast. 


ff 


Richard  Beeson  tells  this  story  of 
what  it  is  like  to  get  along  with  David 
Mahoney,  chief  executive  at  Norton 
Simon  Inc. 

"I  had  been  on  the  job  only  a 
couple  of  weeks,"  Beeson  says,  "when 
we  had  a  Canada  Dry  board  meeting. 
I  said  to  Mahoney,  'Dave,  we're  a 
little  bit  below  budget  now,  and  I 
think  we  can  hold  that  for  the  rest  of 
the  year.  It  won't  get  any  worse.' 

"Dave  looked  at  me,  smiled,  and 
said:  'Be  on  budget  by  the  six-month 
mark;  be  on  by  the  year.' 

"  'But  Dave,'  I  said,  'there  isn't 
enough  time  to  get  on  by  the  half. 
I  inherited  this  situation,  after  all.' 

"Still  smiling,  Dave  looked  at  me 
and  said:  'Do  I  pay  you  a  lot  of 
money?  Do  I  argue  with  you  over 
what  you  want  to  spend?  Do  I  bother 
you?  Then  don't  tell  me  what  the 
goals  should  be.  Be  on  by  the  half;  be 
on  by  the  end  of  the  year.' 

"  'What  if  I  can't,  Dave?'  I  asked. 

"  'Then  clean  out  your  desk  and 
go  home.'  " 

Beeson,  who  is  president  of  NSI's 
Canada  Dry  and  had  formerly  been 
chief  operating  officer  at  Kentucky 
Fried  Chicken,  says  he  began  run- 
ning through  the  reasons  why  he 
couldn't  meet  the  goals,  but  Mahoney 
said:  "Not  interested.  My  board  and 
my  stockholders  want  me  to  make  my 
numbers.  The  way  I  make  my  num- 
bers is  for  you  guys  to  make  your 
numbers.  Make  your  numbers!" 

Beeson  made  the  numbers  and  he's 
still  president  at  Canada  Dry.  He  told 
the  story  by  way  of  illustrating  the 
management  style  that  David  Ma- 
honey is  grafting  onto  that  $l-billion 
hodgepodge  of  companies  and  of 
products  that  Norton  Simon  collected 
and  initial  chief  executive  William 
McKenna  decided  to  put  into  brand- 
new  Norton  Simon  Inc.  in  1968. 

Few  outsiders  believed  founder 
Norton  Simon  when  he  said  he  was 
retiring  in  1969,  but  Simon  was  as 
good  as  his  word;  he  sold  all  but 
59,000  of  his  77,449  preferred  and 
all  of  his  316,754  common  shares  and 
retired  from  the  board.  In  1968  Si- 
mon set  up  a  three-man  group  to  run 
the  company,  but  in  one  year  Presi- 
dent Mahoney  was  on  top:  Chairman 
William  McKenna  left  and  is  now 
liiainnan     of     Technicolor;     Finance 


Canada  Dry  boss  Dick  Bee- 
son, like  most  Dave  Mahoney 
aides,  has  no  doubfs  about 
what  motivates  executives: 
money.  Beeson  tells  the  sto- 
ry of  how,  earlier,  he  went  to 
work  for  Salada  Foods,  Ltd., 
now  part  of  Kellogg  Co. 

"/  was  invited  to  talk  with 
Sam  Fingold  who  then  owned 
Salada,  and  I  told  him  this 
was  just  a  courtesy  call. 
There  was  no  way  he  ever 
could  get  me  to  come  to  work 
for  him.  He  laughed  at  me. 

"  'I'm  going  to  teach  you 
one  of  the  great  lessons  of 
life,'  Fingold  said.  'Here's  a 
sheet  of  paper.  Write  down 
everything  you  want  and 
don't  think  I'll  give  you.' 

"I  wrote  down  everything 
I  could  think  of.  Everything. 

"Fingold  looked  at  it  and 
said,  'All  right.  I  agree.' 

"  'That's  ridiculous,   Sam.' 

"  'No,'  he  said.  'You 
didn't  ask  for  a  percentage 
of  present  profits.  You  only 
asked  for  a  percentage  of 
what  you'll  generate  yourself. 

"  'And  you  didn't  ask  for 
51  °/o  of  the  increase.  So  if 
you  get  rich,  I'll  get  richer.'  " 


Committee  Chairman  Harold  Wil- 
liams later  departed  to  become  deai 
of  the  Graduate  School  of  Managed 
ment  at  UCLA. 

Norton  Simon  Inc.  is  a  marketing 
man's   opportunity,   with   most   of  its 
sales  in  consumer  branded  goods.  For 
example.  Hunt's  Tomato  Sauce,  Can- 
ada Dry  Ginger  Ale,  Johnnie  Walkerl 
Scotches,  and  Redbook  magazine.  But) 
many  other  products  were  not  market* 
leaders  or  profit  leaders,  and  money- 
losing    products    and    divisions    werej 
draining  off  earnings. 

The   founder,   Norton   Simon,   was] 
unquestionably  one  of  the  smartest  fi- 
nancial operators   of  recent   decades.] 
He  bought  a  tiny  bankrupt  food  com- 
pany which  he  built  into  Hunt  Foods. 
He  then  began  using  the  profits,  the ' 
credit  and  the  stock  to  pick  up  com- 
panies that  were  bargains  on  the  basis 
of  assets.  But  Simon  was  never  able— 
or  perhaps  never  bothered— to  bring  j 
the   acquisitions  under   tight  control. 
Some  of  the  operations,  like  Saturday 
Review,    seemed   little   more   than   a 
not  very  profitable  hobby  of  Simon 
and   his   friend,   former   Editor   Nor- 
man Cousins. 

Mahoney  became  undisputed  boss 
in  August  1969.  Since  then,  head- 
quarters have  been  shifted  from  the 
West  Coast  to  Manhattan,  and  ex- 
ecutives have  come  and  gone.  With 
no  hint  of  modesty  and  no  attempt  at 
hedging,  Mahoney  proclaims  that  he 
will  keep  Norton  Simon's  earnings 
rising  at  a  15%  annual  rate,  and  turn  a 
conglomerate  into  a  high-profit 
growth  company.  It's  a  tall  order,  and 
many  a  boss  has  tripped  on  similar 
statements.  If  Mahoney  succeeds, 
Norton  Simon's  earnings,  before  dilu- 
tion, would  be  in  the  vicinity  of  $5  a 
share  by  the  mid-Seventies— more  than 
double  the  level  they  were  before 
Mahoney  took  control. 

Mahoney  makes  "making  the  num- 
bers" sound  easy:  "It's  simple.  We 
have  at  least  five  or  six  turnaround 
situations  where  we  have  a  lousy  re- 
turn as  compared  with  outside  com- 
petitors. Simply  by  bringing  our  re- 
turns on  these  products  up  to  those 
of  their  competitors,  we  can  make  our 
targets."  NSI's  return  on  equity  ( 15%) 
compares  poorlv  with  Heublein's 
24.7%,  Coca-Cola's  32.2%,  General 
Foods'  16.5%,  Simplicity's  23.6%. 
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Executives  who  cant  bring  their 
products  up  to  par  can  expect  the 
pink  slip.  In  his  first  year  Slahonej 
cut  overhead  by  over  SI  million  in 
corporate  headquarters  alone,  with  a 
staff  reduction  of  around  25f .  He  then 
set  about  recruiting  a  new  team,  men 
who  could  live  under  his  profit-or- 
perish  regime,  marketing  men,  spiff\ 
dressers,  articulate  men  who  drive 
themselves  and  those  about  them 

Products  and  divisions  that  can't 
make  it  get  the  same  treatment  as 
men  who  don't  make  the  numbers: 
Already  Mahone\  has  disposed  of  the 
Saturday  Rcvicic.  of  McCall's  ailing 
trade  book  publishing  operation  and 
three  printing  plants. 

To  understand  his  style,  >ou  need 
to  know  something  about  Dave  Ma- 
honey's  background.  One  of  his  favor- 
ite lines  is:  "I'd  like  to  find  out  how 
high  is  up."  Malioney  is  a  handsome 
man  with  a  $350,000  salarv,  stock 
worth  S4.9  million  and  options  with 
a  paper  profit  of  S2.2  million.  But  he 
was  born  in  the  Bronx  of  poor  first- 
generation  Irish  parents.  Unliki-  main 
successful  men  who  are  blase  about 
their  success,  Malioney  enjoys  ever\- 
minute  of  it,  and  never  takes  his  pros- 
perity for  granted.  The  hard  work 
that  goes  with  it  bothers  him  not  at 
all.  Parents  like  his  had  to  work  hard 
just  to  survive  in  New  York  City 
during  the  Depression.  For  them  the 
work-e(iuals-success  ethic  was  still 
very  much  alive. 

Needless  to  say,  Mahoney  sees 
nothing  wrong  with  expecting  the 
same  drive  and  energy  from  his  execu- 
tives as  he  gets  from  himself.  Take 
Joseph  Gamache,  one  of  the  two  key 
staff  vice  presidents.  Joe  Gamache,  a 
Litton  alumnus  and  onetime  col- 
league of  former  Chairman  Bill  Mc- 
Kenna,  got  his  job  by  telling  Mahoney, 
"I  won't  go  to  work  for  you.  You  can't 
win  in  this  corporate  setup.'  Mahoney 
called  him  back  the  next  day  and  said, 
"You  and  I  are  going  to  work  togeth- 
er," and  proceeded  to  sell  him  on 
joining  his  team. 

Gamache  enjoys  the  tough-guy  role 
•Mahoney  has  assigned  him.  "Mahoney 
made  some  crack  to  me  that  I  was 
generally  intimidating  some  subsidiary 
presidents.  I  replied  no,  I  only  intimi- 
dated them  on  specific  things. 

"How?  I  talked  to  a  president  last 
week  and  said,  'You've  been  banging 
my  ear  over  some  intercompany  busi- 
ness. I've  talked  to  the  other  side  and 
you're  just  wasting  your  time,  and  I'm 
not  going  to  mandate  they  give  you 
that  business  and  Dave's  not  either. 
But  there  is  something  I  want  to  talk 
to  you  about.  There  are  a  few  key- 
customers  that  you  haven't  been  vis- 
iting, and  you  should  get  out  from 
behind  your  desk  and  on  an  airplane.' 
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Art,  Education  and  Politics. 

Norton  Simon,  65,  felt  he 
would  never  fulfill  his  am- 
bitions in  these  fields  if  he 
retained  his  tie  to  the  big 
conglomerate  he  had  built 
up  from  a  little  food  proces- 
sor. "So  long  as  I  had  a 
string  on  the  company,  it 
had   one    on   me,"    he   said. 


He  didn't  like  it,  but  I  told  him  if  he 
didn't  do  it  Mahoney  would  be  asking 
about  it  because  I'd  see  to  it." 

Like  most  of  Mahoney's  new  team, 
Gamache  is  surprisingly  free,  frank  and 
unafraid.  "Joe  Gamache  will  do  what's 
best  for  Joe  Gamache,"  he  says.  "I 
work  hard  by  most  standards.  I've 
been  offered  a  higher  salary,  but  when 
you  add  the  value  of  stock  options 
and  incentive  participations,  then  this 
place  is  hard  to  beat." 

It  was  Gamache  who  lowered  the 
boom  on  Saturday  Review's  Norman 
Cousins.  "Cousins  thinks  I'm  the  worst 
guy  in  the  world,"  smiles  Gamache. 
"I  told  him  I  didn't  care  what  he 
claimed  Norton  and  Dave  had  told 
him."  Cousins  didn't  want  to  buy  the 
magazine  with  McCall's  ailing  trale 
book  division  attached,  and  Gamache 
says  Cousins  wanted  to  pay  less  than 
what  it  could  be  sold  for,  and  par- 
tially in  notes  vs.  the  outsiders'  cash. 
So  Gamache  sold  the  magazine  right 
out  from  under  Cousins. 

Cut  from  a  similar  cloth  is  Ma- 
honey's troubleshooter-lawyer  Gary 
Bewkes.  He  is  also  one  of  the  five 
corporate  vice  presidents  with  no  spe- 
cific assignment  but  a  franchise  to 
poke  his  nose  anywhere  he  likes. 

Here's  how  Bewkes  got  his  job: 
On  his  first  day  as  Canada  Dry  pres'- 
dent,  Mahoney  considered  and  vetoed 
another  man  who  was  ready  to  accept 
the  legal  vice-presidency  of  Canada 
Dry.  Then  he  a,sked  old  management: 
"Did  anyone  ever  turn  this  job  down?" 
Bewkes,  then  a  vice  president  at  R.H. 
Donnelley,  had.  Then  Mahoney  con- 
vinced Bewkes  that  Canada  Dry  was 
a  different  proposition  with  Mahoney 
at  the  head.  Bewkes  signed  on  and 
soon  became  nearly  indispensable. 

Bewkes  smokes  too  much,  like  most 
top  Norton  Simon  executives,  and  lit- 
tle wonder.  When  the  president  of 
an  operating  subsidiaiy  quits  or  is 
fired,  Bewkes  heads  it  before  the  par- 
ent company  recruits  a  new  presi- 
dent. This  way  top  management  finds 
out  about  problems  of  the  operation 
and  decides  on  the  kind  of  president 
needed  to  handle  it.  "He's  my  window 
into  trouble  spots,"  says  Mahoney. 
In  the  last  two  and  a  half  years 
Bewkes  has  been  general  manager  of 
all  three  McCall  companies— patterns, 
printing  and,  currently,  publishing. 

Earle  Angstadt,  who  heads  McCall 
Pattern  Co.,  formerly  ran  Abercrom- 
bie  &  Fitch,  the  famous  New  York 
sporting  goods  store.  Shopping  there 
one  day,  Mahoney  was  impressed  with 
the  courtesy  of  the  employees.  He 
wrote  a  letter  to  Angstadt  compli- 
menting him  on  this  rare-for-New- 
York  display  of  morale.  Soon  after, 
Angstadt  hinted  he  was  looking  for  a 
new  job  and  Mahoney  later  brought 
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him  into  Norton  Simon.  Like  most 
Mahoney  lieutenants,  Angstadt  is  a 
restless  man.  He  started  his  career  as 
a  buyer  for  Macy's,  went  into  adver- 
tising as  a  merchandising  account  man 
and  ended  up  as  a  senior  vice  presi- 
dent at  Young  &  Rubicam.  When  that 
palled,  he  took  on  A&F.  Now^  he  has 
left  it  for  a  new  challenge  in  the  sew- 
ing pattern  business. 

Then  there  is  Hunt-Wesson  Presi- 
dent Edward  Gelsthorpe.  "There  are 
two  kinds  of  managers,"  says  Gels- 
thoipe.  "One  man  finds  great  satisfac- 
tion over  a  number  of  years  with  one 
company.  Another  gets  a  thrill  out  of 
putting  operations  on  the  track  and 
moving.  I'm  the  latter." 

After  learning  marketing  at  Bristol- 
Myers  and  Colgate-Palmolive,  Gels- 
thorpe took  over  a  New  England 
farmers'  cooperative,  Ocean  Spray 
Cranberries,  and  boosted  sales  from 
$27  million  to  $62  million.  Why  did 
he  leave?  "Generally,  there  is  no  op- 
portunity for  the  professional  man- 
ager for  equity  and  big  reward  in  a 
farmers'  cooperative."  As  a  profession- 
al manager,  he  quickly  saw  similari- 
ties in  the  situations  at  Hunt  and  at 
Ocean  Spray:  At  Hunt  profitability 
was  centered  on  three  agricultural 
products— tomatoes,  cotton  seed  and 
soy  beans.  Gelsthorpe  has  boosted 
profitability  with  new  specialty  prod- 
ucts such  as  Hunt's  Snack  Pack,  Man- 
wich  Sandwich  Sauce,  Big  John's 
Beans  'n  Fixin's. 

Results,  not  Surprises 

Obviously,  no  man  could  hope  to 
master  all  of  Norton  Simon  Inc.'s 
twelve  operating  subsidiaries,  and  Ma- 


To  SOME  who  have  competed 
against  him,  Dave  Mahoney,  48, 
is  the  very  prototype  of  a  ruth- 
lessly ambitious  man  who  climbs  to 
success  on  others'  backs.  But  there 
is  another  side  to  his  drive.  Ma- 
honey recalls  how  hard  he  worked 
in  the  Depression  to  win  the  tiny 
$10-a-month  scholarship  that  got 
him  into  the  elite  Catholic  Cathe- 
dral High  School  in  the  Bronx. 
That  scholarship  led  to  others  and 
to  the  Wharton  School  of  Business 
at  the  University  of  Pennsylvania, 
but  Mahoney  wonders:  "Would 
those  other  scholarships  have  fall- 
en in  line  if  I  hadn't  gotten  that 
first  one?" 

From  that  experience  (when  he 
was  13),  Mahoney  says,  grew  his 
basic  philosophy:  "The  world  is  a 
very  competitive  place,  and  you 
have  to  keep  pushing."  Dave  Ma- 
honey    has     been     pushing     ever 


honey  knows  he  is  no  exception.  So 
he  suiTounds  himself  with  people  who 
he  thinks  would  act  as  he  would. 
"Fundamentally,  he  wants  to  know 
is  it  O.K.  or  isn't  it  O.K.,"  says  Joe 
Gamache.  "He  also  wants  you  to  un- 
derstand that,  if  there  is  something 
that  will  make  him  look  bad  if  he 
doesn't  know  about  it,  you  should 
keep  him  informed  about  it." 

Mahoney's  approach  is  hardly  nov- 
el. Like  ITT's  Harold  Geneen,  Ma- 
honey is  saying:  "I  want  two  things: 
results  and  no  surprises."  The  style, 
of  course,  is  very  different,  but  Ma- 
honey's and  Geneen's  canot-and-stick 
approaches  are  very  similar.  Both  men 
pay  big  money:  under  Mahoney  more 
than  ten  people  earn  over  $100,000 
annually  through  salary,  bonuses  and 
participation  plans.  And  when  some- 
thing goes  wrong  at  either  company, 
the  offending  executive  soon  finds  him- 
self outside. 

The  results  are  akeady  apparent 
throughout  Norton  Simon  Inc.  Ma- 
honey pulled  old  divisions  apart  and 
put  them  together  again  in  ways 
where  the  strengths  and  weaknesses 
became  more  apparent.  Separating  li- 
quor from  soft  drinks  at  Canada  Dry, 
he  found  that  liquor  was  making  all 
the  money.  Then  he  separated  bottling 
from  other  soft  drink  operations  be- 
cause much  of  his  $3-million  loss  here 
came  from  his  old  and  inefficient  low- 
volume  bottling  plants.  So  he  fran- 
chised  most  of  the  bottling  operations 
to  outfits  like  Los  Angeles  Coca-Cola. 
This  stopped  the  loss  from  the  com- 
pany-owned bottling  plants.  It  also  in- 
creased sales  of  extract,  since  the  big 
franchisers  made  thousands  more  calls 

Winning:  A  Process,  Not  a  Goal 


than  his  old  distributors  could  afford. 
These  moves,  Mahoney  says,  have 
already  led  to  a  $10-million  pretax 
profit  improvement  for  soft  drinks  and 
hard  liquor. 

The  same  technique  of  pulling 
things  apart  and  putting  them  back 
together  has  started  turnarounds  at  all 
three  McCall  companies,  patterns, 
printing  and  publishing.  "I'm  not  sure 
how  Ipng  we  will  be  in  this  publish- 
ing-printing business,"  he  muses,  "but 
while  we  are  in,  we're  going  to  run 
them  or  else.  ISlow  if  we  sell  any  of 
these  properties,  they  will  have  much 
greater  value." 

In  publishing,  he  sold  the  "not  very 
profitable"  Saturday  Review  and  the 
money-losing  McCall  trade  book  divi- 
sion for  about  $5.5  million.  He  also 
put  McCaU's  magazine  back  in  the 
black,  cutting  costs  $3  million  annual- 
ly by  reducing  the  magazine's  size 
and  circulation. 

Mahoney  says  that  McCall's  print- 
ing operation  also  swung  from  losing 
$4  million  in  fiscal  1971  to  making  $2 
or  $3  million  in  this  fiscal  year  on  $90 
million  in  revenues.  He  claims  work 
habits  had  become  so  sloppy  and 
wage  demands  so  high  that  the  com- 
pany was  in  danger  of  putting  its  own 
customers  out  of  business.  So  he  took 
a  bitter  eight-week  labor  dispute  in 
his  Dayton  plant,  which  is  the  biggest 
printing  plant  in  the  country.  "I  just 
told  the  unions  that  I  didn't  want  to 
screw  around  with  it.  It  was  losing 
money,  and  didn't  have  that  much 
upside  potential.  Management  had 
never  taken  a  strike  and  had  given 
away  the  rights  to  manage  the  plant. 
I  warned  them  that  if  I  couldn't  run 


since:  from  World  War  II  enlisted 
man  to  captain  at  separation;  from 
mail  boy  to  an  advertising  agency 
vice-presidency  at  27;  then  found- 
ing his  own  agency;  presidency  of 
a  big  ice  cream  company.  Good 
Humor.  And— at  last— a  chance  at 
the  brass  ring:  In  1961,  at  38, 
Mahoney  became  an  executive  vice 
president  at  giant  Colgate-Palmol- 
ive. But,  when  the  presidency 
didn't  follow  quickly,  Dave  Ma- 
honey moved  on  to  head  Canada 
Dry,  which  abruptly  became  part 
of  Norton  Simon's  conglomerate. 
There  was  one  more  hurdle:  Wil- 
liam McKenna,  Norton  Simon's 
chairman.  Mahoney  won  out  when, 
he  says,  he  forced  the  board  to 
make  a  "him-or-me"  decision. 

Success,  to  Mahoney,  is  not  a 
goal  but  a  process.  He  spares  no 
one,  least  of  all  himself.  For  in- 
stance, he  heads  the  American  Rev- 


Mahoney 


Nixon 


olution  Bicentennial  Commission. 
This  kind  of  drive  is  rough  on 
those  who  get  caught  in  its  path, 
but  it  gets  things  done.  "Most 
men,"  says  Dave  Mahoney,  "play 
not  to  lose.  I  play  to  win."  In  Ma- 
honey's view  tvitming  is  what  busi- 
ness, life  itself,  is  all  about. 
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Hertz  Ford  Pinto 


i%is  gives  you 
a  bigger  little  car. 

The  Plymouth  Duster  you  get 
rom  Avis  is  more  than  two  feet        M 
longer  than  the  Pinto  you  get  from   ^ 
Hertz.  Its  w  ider,  too,  with  more  room 
inside  fc)r  you  and  your  luggage.         ^ 

A  new  Plymouth  Duster  or  a    ^ 
Dodge  Demon  from  Avis  costs 
onl)  $7  a  day  and  1 W  a  mile  provided  you  return  the  car  to 
wherever  you  picked  it  up.  And  you  only  pay  fc)r 
the  gas  you  use. 

Better  than  one  out  of  every  ten  of  our  cars  are 
1972  Dusters  and  Demons  and  they're  available  at  most 
Avis  offices  in  the  continental  United  States.  So  your 
chances  of  getting  one  are  pretty  good,  even  though 
they're  on  a  first-come,  first-served  basis  with  no 
reservations  accepted.  (Sorry,  we  can't  make  this  offer  in 
certain  locations  or  on  weekends  in  metropolitan 
New  York,  and  there  are  no  discounts.) 

Avis  gives  you  a  bigger  little  car.  Pretty  big  of  us. 

Avis  is  going  to  be  No.l.  We  try  harder. 


©AVIS  RENT  A  CAR  SYSTEM.INC.  A  WORLDWIDE  SERVICE  OF  TB 


it,  I'd  shut  it  light  down." 

The  same  kind  of  hard-nosed  ques- 
tion-asking and  result-demanding  goes 
on  throughout  the  company.  McCall 
Pattern  Co.  had  for  years  eaten  the 
dust  of  the  home-sewing  boom,  while 
Simplicity  Pattern  Co.  stole  most  of 
the  growth.  Now,  in  Earle  Angstadt, 
McCall  Pattern  has  a  new  president, 
new  designs  and  aggressive  new  ad- 
vertising methods.  Angstadt  made  a 
minor  Christmas  coup:  Thinking  back 
to  the  Thirties  and  Forties,  when  wom- 
en used  to  knit  arg>le  socks  for  theii- 
men,  he  brought  out  a  necktie  pattern, 
a  brand-new  product.  Sales  in  the 
last  t%%o  seasons  were  over  SI  million. 

Fast  Start 

Some  of  these  changes  are  minor 
and  none  taken  alone  is  crucial,  yet 
taken  together,  they  add  up  to  a 
whole  new  outlook.  Will  this  produce 
on  the  bottom  hne?  Wall  Street  seems 


Andersen  of  NSC 

D.WE  Mahoney's  newest  brain- 
child is  an  in-house  advertising 
agency  called  Norton  Simon  Com- 
munications, Inc.  To  avoid  crony- 
ism, though  he  knew  nearly  every- 
one on  Madison  Avenue,  Mahoney 
hired  an  executi\'e  recruiting  firm 
to  find  NSC's  new  head,  John  An- 
dersen, 35,  a  veteran  of  eight  years 
in  full-ser\'ice  ad  agencies,  most 
recently  at  William  Esty  Co. 

There  are  over  40  other  com- 
panies diat  are  also  trying  their  ver- 
sion of  the  in-house  agency,  but 
none  has  bigger  plans  than  NSC. 
Right  now,  as  in  most  companies, 
much  of  the  control  of  Norton  Si- 
mon advertising  rests  outside  the 
company.  The  goal  is  to  bring  con- 
trol of  the  SSO-million  yearly  ad 
expenditures  imide,  produce  a  su- 
perior product  and  save  some  part 
of  the  15?  fee-$7.5  million. 

So  far,  Andersen  is  mainly  work- 
ing with  one  NSI  subsidiary  com- 
pany, big  Hunt-Wesson,  but  he  ex- 
pects all  the  other  subsidiar\'  pres- 


to think  it  will:  Norton  Simon  stock 
more  than  doubled  in  the  last  two 
years  in  a  market  that,  on  balance, 
went  nowhere;  it  now  sells  at  better 
than  20  times  fully  diluted  earnings 
—a  growth-stock  multiple. 

In  the  fiscal  year  ending  this  June, 
Norton  Simon  Inc.  will  show  another 
earnings  gain,  up  perhaps  15?  to  the 
vicinity  of  $3.50  a  share.  Of  course, 
there  is  also  next  year  and  the  yeai^ 
after  and  the  year  after  that.  Now 
that  he  has  tackled  the  glaring  and 
obvious  faults,  Mahoney  is  going  to 
have  to  rely  increasingly  on  internal 
growth.  However,  he  is  sitting  on  a 
fat  pile  of  cash— around  8240  million 
—and  now  has  a  high  price/earnings 
stock  to  use  for  potential  acquisitions. 
Any  way  you  slice  it,  Dave  Mahoney 
is  oflF  to  a  fast  start. 

Will  Dave  Mahoney  have  the  stay- 
ing power  to  do  the  job?  The  gains 
will  get  harder,  not  easier,  as  the  com- 


-In-House  Advert/sing 


idents  will  want  to  work  with  him 
when  they  see  the  results. 

NSC  will  operate  like  a  general 
contractor,  and  when  a  job  comes 
in  from  a  subsidiary  company  it 
will  either  do  the  job  in-house  or 
place  it  with  outsiders.  Says  Ander- 
sen: "So  we  will  have  more  cre- 
ative resources  than  a  J.  Walter 
Thompson— over  250  sources." 

Can  this  in-house  setup  produce 
good  creative  ads?  "Sure,"  Ander- 
sen says.  "Most  full-service  agen- 
cies have  gotten  so  structured  that 
they  themselves  kill  much  of  their 
creative  product  before  it  ever  gets 
out  the  front  door  to  the  client." 

Also,  the  NSC  president  says  he 
can  check  and  see  how  creative 
free-lance  people  are  doing.  "If 
they  are  off  the  track,  well  switch 
then  and  there.  In  an  agency  with  all 
its  superstructure,  you  just  don't 
jerk  a  creative  assignment  out  of 
one  group  and  give  it  to  another. 

"Agencies  aie  also  inept  in  bring- 
ing support  to  a  new  client  on  new 
products.  Quite  simply,  if  they  in- 
vest heavily  on  five  new  products 
over  six  months,  and  only  one  or 
two  succeed,  they  rarely  get  back 
enough  money  to  coxer  their  costs. 
Our  stakes  will  not  be  whether  we 
continue  to  get  our  15%  next  year, 
but  whether  the  product  is  a  suc- 
cess. For  instance,  we  felt  Hunt- 
Wesson  had  more  money  than  was 
necessary  behind  one  new  product. 
If  I  were  still  in  an  outside  agency 
I  couldn't  walk  in  and  say— as  I 
did— cut;  we  think  you  should  cut 
your  budget  in  half." 

Another  area  where  Andersen  is 


pany  improves.  And  he  has  been  a  job 
hopper  all  his  life. 

"How  long  will  I  stay  at  Norton 
Simon?"  he  muses.  "Eight  to  10  years, 
I  think.  By  then  I'll  either  have  made 
my  pile  or  flopped.  Either  way,  the 
company  will  need  someone  with  new 
ideas,  and  it  will  be  time  for  me  to 
find  some  new  challenge." 

But  he  scoffs  at  suggestions  he'll 
leave  earher.  "I've  got  something  to 
pro\'e.  It's  more  than  money  now;  it's 
satisfaction.  All  my  life  has  been  spent 
bemg  trained  for  something,  but  I 
never  knew  what.  So  I  guess  this  is  it. 
Building  a  company  is  a  ver\-  satisfy- 
ing way  of  expressing  your  ego." 

When  the  company  is  built,  is  Ma- 
honey sure  he  can  let  go?  "Norton  Si- 
mon the  man  was  smart  enough  to 
walk  away  to  do  something  he  felt 
was  more  important.  When  the  time 
comes,"  he  says,  "I  hope  I'll  be  as 
wise  as  he  was."  ■ 


sure  qualit>'  can  be  impro\ed  at 
lower  costs  is  by  producing  T\' 
commercials  with  NSI's  multime- 
dia Talent  Associates,  Ltd.,  headed 
by  David  Susskind. 

Andersen  and  Mahoney  are  con- 
vinced their  in-house  product  will 
be  based  on  more  objective  re- 
search. "Agenc)'  research  never  has 
been  \er\'  good  and  suffers  from  a 
real  lack  of  objectivity.  I've  seen  it 
done.  A  campaign  gets  created, 
then  the  research  is  done,  and  that 
research  damned  well  better  sup- 
port that  campaign." 

NSC  will  set  up  its  own  con- 
sumer surxey  where  12,000  homes 
can  be  polled  annually.  Reaction  to 
ads  can  be  tested  before  the  ad  is 
completed.  "Research  will  be  an 
equal  partner  with  creativity  in  an 
ad  campaign.  All  of  ours  are  going 
to  have  a  much  more  objective 
evaluation  than  any  agency  would 
give  them,"  says  Andersen. 

NSC's  research  also  may  be  use- 
ful in  peeling  back  the  skin  of  pro- 
posed acquisitions  that  look  good 
by  balance-sheet  standards.  Mar- 
ket share  might  look  good,  but  con- 
sumers might  be  souring  on  the 
brand  and  management  might  be 
tr>ing  to  unload  it.  Consumer  at- 
titudes also  should  help  in  identi- 
fying new  acquisition  areas  before 
they  become  obvious. 

The  in-house  agency  will  never 
handle  all  of  a  subsidiary  com- 
panx's  advertising  needs.  Mahoney 
thinks  the  outside  competition  will 
help  keep  NSC  on  its  toes.  By  the 
same  token,  NSC  will  keep  the  out- 
side agencies  on  their  toes. 
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BMM  SPRINGS 
DISCOVERS 


he  ultimate  in  living  is  the  way  of  life  at  the  total  environment  DESERT  ISLAND  COMMUNITY.  It  is  a 
combination  of  all  the  most  desired  features— water-oriented,  recreational  condominium  living  in  a  secure, 
nfortable  and  carefree  atmosphere.  Mix  that  with  desirable  Palm  Springs— and  your  search  for  perfection 
•nded. 

SERT  ISLAND  can  be  your  faraway  island,  yet  it  is  close  to  all  that  is  needed  for  luxurious  living.  This 

residential  island  in  the  desert  resort  area  is  surrounded  by  a  25-acre 
lake,  with  only  one  entrance  across  a  causeway  bridge  at  the  north  end. 
Surrounding  the  lake  is  Desert  Island  Country  Club.  The  combination 
of  lake  and  golf  course  creates  breathtaking  views  and  abundant  open 
space. 

Desert  Island  Country  Club  is  a  private  club  operated  separately  from 
the  residential  development  on  the  island.  Membership  details  are  avail- 
able upon  request. 

ICES  FROM  $45,000 

NTACT  WALTER  H.  SIBBERT 

:E  PRESIDENT 


imar  of  the  Desert,  Inc.     71-777  Frank  Sinatra  Drive     Cathedral  City,  California  92234     (714)  328-2188 

P.O.  Box  4567      Palm  Springs,  California  92262 


S-F/1 


If  your  bank  can't  handle 

your  payroll  in  24  hours, 

cUp  this  coupon. 


A  flat-out  promise:  Our  Payroll  Service  will  take  most  payroll -processing 
details  off' your  back.  And  do  it  faster,  for  less  money  — regardless  of  whether 
you're  doing  it  yourself  or  having  another  bank  do  it  for  you.  The  Bank  of 
California  can  make  this  unqualified  promise  because  we  are  now  affiliated 
with  Automatic  Data  Processing  — America's  largest,  most  experienced 
payroll  specialists. 


Check  these  ad\antas:es 


»^ 


I  Simple.  Only  one  pre-printed  input  |  Fast.  Your  finished  payroll  deli\ered 

form  required.  to  you  in  24  hours. 

I  Comenient.  We  pick  up  and  deli\er  |  Complete.  Exery  detail  taken  care  of . 

your  payroll.  From  routine  deductions  to  payroll  tax 

I  Anahtical.   A  special  management  reports  including  California  State  with- 

summan,-  recaps  departmental  totals  for  holding,  to  preparing  W-2  forms  at  year's 

posting  and  labor  and  ta.x  analysis.  end. 


Bennett  Zink 

Commercial  Marketing  Dept. 

The  Bank  of  California 

P.O.  Box  45000,  San  Francisco  94145 

Please  give  me  more  information  on  your  Payroll  Ser\  ice  Plan. 


Company 

Name 

Title 

Phone 

Address 

State 

Zip 

No.  of  employees 

My  particular  questions  are  : 

Hie  Bank  c^Califomia 

\N^  make  banking  eas)i 


C1971  The  Sink  o»  C«n«ocni»   N  A.  V*mb»r  F.D  1  C 
S-F/2 


Robin  Hood 

Taking  from  the  big  and  giving  to  ttie  sma/i 
is   pretty  good   business    for   Peoples    Oas. 


Remick  McDowell,  63,  chairman  of 
Chicago's  Peoples  Gas  Co.  is  going 
out  with  a  bang.  He  has  committed 
his  company  to  spend  821-5  million  for 
gas  storage  in  Chicago  alone,  with  no 
additional  gas  in  sight.  McDowell  ad- 
mits that  by  the  time  he  retires  in  less 
than  tNvo  years.  Peoples  won't  be  sell- 
ing much  more  natural  gas  than  it 
does  now.  But  McDowell  isn't  in  his 
dotage;  far  from  it.  That  storage  is 
the  capstone  of  a  shrewd  program  to 
lxx)st  short-term  revenues  and  earn- 
ings over  the  next  few  years,  even 
without  any  major  additions  to  Peo- 
ples' gas  supplies. 

Peoples  has  done  well  in  the  past. 
With  S593  million  in  revenues  for  fis- 
cal 1971,  it  is  the  fifth-largest  U.S.  nat- 
ural gas  distributor.  But  over  the  past 
five  years  it  has  led  the  top  five  in 
average  return  on  equity  (12.3?),  re- 
turn on  capital  (7.4?),  annual  sales 
growth  (11?)  and  growth  in  earn- 
ings per  share  (5.4?).  But  Hke  most 
gas  distributors,  whose  primary-  busi- 
ness is  distributing  rather  than  pipe- 
lining natural  gas.  Peoples  is  having 
a  rough  time  getting  the  stuff.  It  con- 
trols less  than  5?  of  its  gas  and  has  to 
bargain  in  a  seller's  market  for  any 
additional  supply. 

No  More  To  Sell 

McDowell,  who  foresaw  the  cur- 
rent gas  shortage  \ears  ago,  has  some 
plans  for  easing  his  long-term  short- 
age but,  by  his  own  admission,  little 
hope  over  the  short  term  for  more 
than  small  additions.  What,  then,  is 
the  reason  for  splurging  on  storage? 

It's  simple,  says  McDowell:  "Our 
short-term  program  will  be  redistri- 
bution of  supply.  We  will  take  the 
gas  away  from  people  like  the  steel 
companies,  who  have  the  capability 
for  alternative  fuels."  Gas  is  still  the 
cheapest,  hence  preferred,  fuel  for  the 
big  user  in  Peoples'  ser\'ice  area,  but 
McDowell  adds,  "We'll  take  care  of 
people  with  fewer  altematixes,  like 
apartment  buildings  and  small  com- 
mercial users." 

And  take  care  of  Peoples'  stock- 
holders. The  small  user  pa\s  around 
SI  for  a  thousand  cubic  feet  of  gas; 
the  biggest  users  about  half  that. 
^^'hich  is  what  the  new  storage  facili- 
ties are  all  about.  Since  mid-1970,  un- 
der McDowell's  "controlled  attach- 
ment" program.  Peoples  has  accepted 
no  new  customers,  e\"en  though  it  has 
12,()()()  applications.  The  freeze  is  on 
because  it  requires  more  storage  space 
to  handle  residential  customers   than 


You're  Fired!  Peoples  Gas 
Chairman  Remick  McDow- 
ell (above)  tells  ihis  fale 
about  his  ex-boss,  utility 
king  Sam  Insull  (below): 
"When  the  old  man 
phoned,  you  didn't  ask 
who  it  was;  you  were  sup- 
posed to  know  his  voice. 
Once  I  forgot  and  asked— 
and  made  the  same  damn 
fool  mistake  a  year  later. 
Both  times  I  was  fired  on 
the  spot.  But  I  was  rehired 
a  couple  of  hours  later." 


industrial    ones,    and    Peoples    hasn't 
enough  storage. 

Storage  is  the  key  because  residen- 
tial users,  who  use  gas  mostly  for 
heating,  consume  much  more  in  the 
winter  and  have  a  sharp  peak  demand 
on  the  coldest  days.  By  contrast,  the 
industrial  user  either  has  no  sharp 
peak  or  has  it  in  the  summer,  as  do 


electric  utilities  feeding  current-gob- 
bling air-conditioners.  So  the  trick  is 
to  take  it  away  from  the  big  guys  in 
the  summer  and  store  it  for  the  little 
guys  in  the  winter. 

Here  Peoples  has  been  favored  by 
geography,  unlike,  for  instance,  Brook- 
lyn Union  Gas  Co.  In  the  exhausted 
natural  gas  fields  of  Illinois,  Peoples 
has  plenty  of  nearby  underground 
storage,  whose  use  it  has  pioneered. 
As  McDowell  puts  it:  "We  wrote  the 
book  on  what  to  do— and  what  not  to 
do— with  this  storage." 

McDowell  figures  on  outraged 
howls  from  his  big  users,  who  will  be 
forced  to  switch  to  more  expensive 
and  dirtier  fuels  like  oil.  But,  as  he 
points  out,  all  his  big  customeis  have 
the  means  to  switch;  they  have  the 
equipment  to  bum  other  fuels.  He 
also  has  the  weight  of  government  in 
his  comer,  because  most  of  the  new 
applicants  are  coal-burners,  who  are 
right  now  in  violation  of  local  anti- 
pollution ordinances.  As  McDowell 
puts  it:  "We're  the  people  with  white 
hats  in  this  situation." 

More  To  Sell 

For  the  long  term,  McDowell  has 
a  host  of  plans.  A  major,  early  move 
was  his  making  of  advance  payments, 
now  totaling  $102  million,  to  major 
oil  wildcatters.  These  payments  are 
usually  made  in  retum  for  equity  in 
any  oil  and  gas  found;  Peoples  bought 
the  rights  to  any  gas  found  at  pre- 
arranged prices.  True,  there  is  only  a 
one-in-ten  chance  of  a  wildcat  well 
paying  off,  but  this  was  less  risky  for 
Peoples  Gas  because  the  Federal  Pow- 
er Commission  then  allowed  such  in- 
vestment to  be  included  in  the  rate 
base,  meaning  that  the  $102  million 
is  added  to  the  investment  on  which 
Peoples'  rates  are  calculated.  So  this 
higher  investment  means  higher 
rates,  with  the  customer  ultimately 
taking  all  the  risks  of  finding  new  gas 
in  these  ventures. 

Peoples  struck  it  rich  here,  too.  To 
date  the  company  claims  these  pay- 
ments have  found  between  1.5  trillion 
and  2  trillion  cubic  feet  of  natural 
gas,  just  about  two  years'  supply. 
Others  got  in  on  the  advance  pay- 
ments act  early  as  well,  but  without 
Peoples'  success.  Columbia  Gas,  the 
largest  gas  distributor,  with  8823 
million  in  sales,  plunked  down  nearly 
$150  million  in  such  payments  with 
zero  finds  to  date. 

McDowell,  who  saw  the  impending 
gas  shortage  at  least  four  years  ago, 
has  given  Peoples  a  head  start  in  the 
scramble  for  future  gas.  Still,  future 
gas  supplies  are  iffy  at  best.  It  is 
these  next  few  years  that  McDowell 
has  protected,  while  Peoples  waits 
for  new  gas  supplies.   ■ 
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Out  on  a  Limb 

Cerro's  corporate  strategy  these  days  is  controlled  by  one  overriding  con- 
sideration: the  possibility  of  a  huge  tax  loss  on  its  South  American  holdings. 


President  Allende  may  have  started 
it-by  confiscating  Chile's  big  foreign- 
owned  copper  properties— but  the  U.S. 
tax  laws  are  likely  to  finish  it:  the 
transformation  of  some  of  the  U.S.' 
biggest  mining  companies  into  quasi- 
conglomerates. 

Take  New  York's  $541-million  Cer- 
ro  Corp.,  for  instance.  Last  summer 
the  Chilean  government  confiscated 
the  Rio  Blanco  mine  and  with  it  Cer- 
ro's $35..'5-million  investment  in  Chile, 
only  $14.2  million  of  which  is  covered 
by  U.S.  govemment  insurance.  This 
means  that  Cerro  now  has  a  $21-mil- 
lion  loss  to  write  oft  for  tax  puiposes. 

And  Cerro  is  doubly  exposed.  In 
Peru,  it  still  owns  the  great  Cerro  de 
Pasco  mine,  plus  a  $45-million  stake 
in  Asarco's  Southern  Peru  Copper 
Corp.  Peru  has  not  yet  moved  to  take 
over  its  mining  industry,  but  it  has 
taken  over  compatries  in  other  indus- 
tries—oil, banking  and  agriculture. 
The  expropriation  of  Cerro  de  Pasco 
alone  would  produce  a  tax  loss  for 
Cerro  of  something  like  $165  million. 

"We  do  not  expect  that  to  happen," 
says  Cerro's  president  and  chief  execu- 
tive, C.  Gordon  Murphy,  47.  "Never- 
theless, we  have  to  make  sure  that,  if 
it  does  happen,  we  are  able  to  take 
advantage  of  the  potential  cash  flow 
that  tax  loss  will  generate.  So  our  im- 
mediate need  is  to  make  sure  that  we 
can  cover  that  loss  in  as  short  a  time 
as  is  reasonable." 

So  there  is  the  problem  facing  Mur- 
phy, a  Litton  Industries  alumnus:  the 
possibility  of  an  enormous  tax  loss, 
and  the  need  for  a  compensating  flow 
of  earnings— earnings  which  at  this 
point  Ceno  clearly  does  not  have. 

Cash  Happy 

Over  the  past  decade,  Cerro  ad- 
mittedly did  build  an  earnings  base 
for  itself  in  the  U.S.  It  is  now  one  of 
the  three  or  four  largest  producers  of 
wire  and  cal)k',  copper  and  brass.  It 
has  a  50%  interest  in  Atlantic  Cement, 
a  big  regional  cement  producer  that 
has  just  now  begun  to  make  a  little 
money  after  a  decade  of  losses.  More 
recently,  it  acquired  most  of  Penn 
Central's  Great  Southwest  residential 
construction  business  and  an  80%  in- 
terest in  the  Stereo  Tape  Club  of 
America,  a  mail-order  distributor.  The 
trouble  is  that,  at  this  point  in  the 
metal  cycle,  Cerro's  U.S.  properties 
probably  yield  at  most  $20  million  a 
year  before  taxes,  principal!  \  from  its 
metal-fabricating  busines.s(  s;  at  this 
rate  it  would  take  most  of  a  decade  to 


32 


use  the  prospective  tax  credit,  though 
last  year's  earnings  were  probably  ab- 
normally low. 

So  if  you  don't  have  earnings,  ob- 
viously in  these  circumstances  you  go 
.  out  and  buy  them.  Not  with  stock: 
Cerro  common  currently  sells  around 
15— maybe  12  times  1971  earnings- 
well  below  both  its  total  book  value 
($40.68  a  share)  and  the  book  value 
of  its  U.S.  holdings  alone  ($16.15). 
With  cash?  Here  the  prospects  are 
much  better.  Though  Cerro  may  be 
short  of  earnings,  it  has  an  unusually 
strong  balance  sheet— $77  million  in 
long-term  debt  as  against  $344  million 
in  equity— and  an  unusual  degree  of 
liquidity— $208  million  in  current  as- 
sets as  against  $197  million  in  total 
habilities.  "We've  been  getting  better 
than  a  1  to  1  ratio  between  current  as- 
sets and  all  liabilities,"  Murphy  says. 
"That's  liquidity!"  And  Cerro's  current 
assets  really  are  liquid— inventories  of 


Murphy's  Motive.  Cerro's  Mur- 
phy picked  up  the  Stereo  Jape 
Club,  not  because  he  was  interest- 
ed in  entertainment,  but  because  it 
is  basically  a  mail-order  business 
with  high  margins,  one  capable  of 
being  expanded  to  merchandise 
other  products  as  well.  Says  he, 
"It's  a   growing,   quality  market." 
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General  Electric  helps 
cut  Vs  out  of  curves  like  this. 
That  can  cut  accidents  85%. 


"Slippery  when  wet"  is  more 
than  a  warning  to  drivers.  It  could 
serve  as  an  epitaph  for  the  nearly 
8,000  people  who  died  in  acci- 
dents on  rain-slick  roads  last  year. 

But  highway  satety  experts 
have  a  way  to  save  many  of  those 
lives.  To  cut  accidents,  they're  cut- 
ting roads. 

It's  a  technique  called  "groov- 
ing." High-speed  saws— with  a  cut- 


ting edge  of  General  Electric 
Man-Made'"  diamonds— slice  par- 
allel grooves  into  roads  at  hazard- 
ous curves. 

The  grooves,  just  an  eighth 
inch  deep,  give  tires  something  ex- 
tra to  hold  onto.  And  in  the  rain, 
this  has  proved  to  be  the  difference 
between  life  and  death. 

A  nine-year  study  in  California 
shows  grooving  has  cut  wet- 
weather  accidents  85%. 

The  GE  Man-Made  diamonds 
are  made  precisely  for  the  job,  and 
actually  do  a  better  job  of  slicing 
roads  than  natural  diamonds. 

It's  only  one  way  GE  technol- 


ogy is  helping  solve  transportation 
problems. 

GE  motors  and  controls  power 
new  automated  mass-transit  sys- 
tems. GE  turbines  drive  giant  con- 
tainerized ships.  And  virtually 
smokeless  GE  jet  engines  fly  the 
new  DC- 10. 

The  transportation  industry  is 
always  looking  for  better,  safer 
ways  to  go.  And  the  people  at 
General  Electric  are  working  to 
find  them. 


Men 
helping 

Man 


GENERAL^)  ELECTRIC 


This  »nnouncemenl  is  neither  an  oHer  to  sell,  nor  a  solicitation  ol  an  offer  to  buy, 
any  ol  these  securities.  The  oHer  is  made  only  by  the  Prospectus. 


538,234  Shares 

Prudential  Building  Maintenance  Corp. 

Common  Stock 

(Par  Value  $.10) 

Price  $26,375  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  from  only  such  oi  the  undersigned 
as  may  lawtully  offer  these  securities  in  this  State. 


Bumham  &  Company  Inc. 
Blvth  &  Co.,  Inc.  Drexel  Firestone  duPont  Glore  Forgan 

*'  I.Korp<.r»ted  Invorpor.Ied 

Eastman  Dillon,  Union  Securities  &  Co.  Goldman,  Sachs  &  Co. 

Lazard  Freres  &  Co.  Loeb,  Rhoades  &  Co.  Paine,  Webber,  Jackson  &  Curtis 
Salomon  Brothers  White,  Weld  &  Co.  Dean  Witter  &  Co.  Bache  &  Co. 
Bear,  Steams  &  Co.  A.  G.  Becker  &  Co.  CBWL-Hayden,  Stone  Inc. 

Clark,  Dodge  &  Co.  E.  F.  Hutton  &  Company  Inc.  W.  E.  Hutton  &  Co. 
Ladenburg,  Thalmann  &  Co.  R.  W.  Pressprich  &  Co. 

Shields  &  Company  F.  S.  Smithers  &  Co.,  Inc.  UBS-DB  Corporation 

G.  H.  Walker  &  Co.  Walston  &  Co.,  Inc. 

January  27, 1972 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


January  19, 1972 


5,350,000  Shares 

Mutual  ^maha^^ 

Interest  Shares,  lnc..\^ 

Capital  Stock 


Mutual  of  Omaha  Interest  Shares,  Inc.  is  a  diversified,  closed-end,  management  invest- 
ment company  which  will  seek  interest  income  by  investing  in  a  diversified  portfolio 
of  debt  obligations  which  management  considers  to  be  of  high  quality,  with  the  objec- 
tive of  obtaining  as  high  a  yield  as  possible  consistent  with  this  type  of  investment. 


Offering  Price  $20  per  Share 

except  that  in  single  transactions  involving  500  shares  or  more, 

the  Offering  Price  is  reduced  as  described  in  the  Prospectus. 

(Minimum  number  of  shares  is  SO) 


Copies  of  the  Prospectus  may  be  obtained  from  the  undersigned  or  other 
securities  dealers  in  any  Stale  in  which  they  may  lawfully  offer  these  securities. 


Drexel  Firestone 

INCORPORATED 


Piper,  laffray  &  Hopwood 


INCORPORATED 


metal  and  metal  products  mainly  that 
could  very  quickly  be  turned  into 
cash.  Murphy  says,  "We're  cash  hap- 
py. I  like  that.  It  gives  you  a  great 
deal  of  security." 

But  to  maintain  that  security.  Mur- 
phy is  slowly  propelling  Cerro  away 
from  the  mining  business  that  has 
been  its  bread  and  butter  for  half  a 
century.  Mining  normally  requires 
large  amounts  of  both  time  and  capi- 
tal, and  what  Cerro  needs  at  the  mo- 
■ment  is  quick  U.S.  earnings.  Cerro 
has  already  withdrawn  from  mineral 
exploration  as  too  long-term  a  propo- 
sition. Metal  fabricating  is  more  prom- 
ising, and  last  summer  Cerro  acquired 
a  CATV  cable  operation  to  fill  out 
its  existing  wire  and  cable  business. 
"We  naturally  lean  toward  businesses 
where  we  have  the  management  and 
technical  knowhow,"  Murphy  says, 
"but  only  if  they  meet  our  investment 
criteria.  What  we're  looking  for  is  ac- 
quisitions with  high  taxable  U.S.  earn- 
ings that  can  be  made  at  fairly  low 
multiples  for  cash.  Management-in- 
tensive businesses  that  can  command 
higher  profit  margins.  Businesses 
where  financial  strength  is  an  impor- 
tant criterion  of  competition." 

Murphy  has  high  hopes  for  Leader- 
ship Housing,  Cerro's  residential  con- 
struction subsidiary.  In  acquiring 
Leadership  from  the  ruins  of  Penn 
Central,  Cerro  paid  $9  million  cash 
for  an  outfit  with  $50  million  in  as- 
sets that  earned  maybe  $3  million 
pretax  last  year.  Leadership  is  what 
Murphy  calls  a  "merchant  builder  of 
single-family  homes  and  apartments 
for  syndication— not  a  land  developer 
not  a  subdivider.  We  act  as  general 
contractor  and  project  manager,  wit'' 
fixed-price  subcontractors."  Building 
is  a  risky  business,  and  many  a  con- 
glomerate has  stubbed  its  toe  there, 
but  Murphy  regards  the  prospects  as 
so  encouraging  that  Cerro  has  worked 
out  a  deal  to  acquire  Behring  Cop 
(Forbes,  Apr.  1,  1971),  a  home 
builder  and  modular  housing  outfit 
with  a  strong  position  in  Florida. 

Risk-Taking 

Cerro's  diversification.  Murphy  in- 
sists, is  simply  a  matter  of  prudence. 
He  says  he  isn't  worried  about  con- 
fiscation in  Peru,  and  he  still  has  hopes 
of  being  compensated  by  Chile,  where 
Cerro's  relations  are  still  very  friendly. 

For  all  of  Murphy's  efforts,  1971 
was  Cerro's  worst  year  in  nearly  a 
decade,  and  the  prospects  for  1972 
are  not  brilliant.  Good  acquisitions 
are  almost  impossible  to  come  by,  and 
conglomerates— Cerro  is  clearly  be- 
coming one— are  still  out  of  favor  in 
the  market.  Murphy  has  foreseen  the 
problems,  but  whether  he  can  solve 
them  remains  to  be  seen.  ■ 
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Match  thfa  9iiy.  Heli  chansing  your 

■  AB^^mI^M      C.  C.  Cameron.  He  and  his  staff     planning  and  cash  management. 

■HyfarBK  J      don't  fool  around.  And  they're  You're  going  to  find  harder-working  money.  Idle 

WW^^B  I^HII  making  the  world  of  corporate     monev  that  mav  be  undiscovered. 


■  AJf^^pl^M  C.  C.  Cameron.  He  and  his  staff 
■HyfarBK  J  don't  fool  around.  And  they're 
WW^^B  I^HII  making  the  world  of  corporate 
banking  a  better  world  for  all  of  us. 

It's  going  to  be  a  fast-moving  world.  Not  "hurry 
up  and  wait,"  but  "hurry  up  and  get  things  done." 

Done  the  right  way.  With  knowledge,  imagina- 
tion and  ideas. 

You're  going  to  be  closer  to  the  rest  of  the  world, 
whether  it's  across  the  state  line  or  across  the  sea. 

You're  going  to  have  new  thinking  on  financial 


planning  and  cash  manage'ment. 

You're  going  to  find  harder-working  money.  Idle 
money  that  may  be  undiscovered. 

And  you're  going  to  enjoy  it  because  these  guys 
are  a  pleasure  to  do  business  with. 

Nice  guys  who  finish  first. 

Phone  (704)  374-6200  or  (704)  374-6598:  P.  O. 
Box  1 0794;  Cable  FUNB  A-CHA.  Charlotte,  N.C.  2820 1 . 

First  Union  National  BankO 
We're  out  to  cliange  your  world. 


'^'^T%, 


■IwXHfcfcM"--''^  ^ 


mm& 


J:':--:  ■:  ,'fcA!}aiiMa.->!>^i- 


miM 


Funny.  YcH 
Xerox  machine 


XEROX®  is  a  trademark  of  XEROX  CORPORATION. 


lont  look  like  a 


!     It's  a  Xerox  machine,  all  right.  But  it  doesn't 
blicate... it  computes. 

I     It's  a  Xerox  computer  made  by  Xerox  Data  Systems, 
|ir  computer  division.  And  it  gives  you  some  idea 
I  how  far  we've  come  since  the  days  when  all  we  made 
jre  off  ice  copiers. 

These  computers  of  ours  are  versatile.  Some 
Dnitor  vital  signs  in  premature  babies  in  their 
:ubators,  alerting  doctors  if  there's  a  sudden  change. 

Others  are  helping  businessmen.  Like  the  one  that's 
uting  thousands  of  inter-city  messages  of  a  major 
ancial  service  ten  times  faster  than  before. 

Why  are  we  in  computers?  Because  over  the  years 
r  interests  have  broadened  from  just  copying  to  all 
^asofcommunications— areas  like  education, 
bHshing,  film-making  and  information  transmission. 

So  when  you  say  "Xerox  machine"  these  days,  it 
)u!d  help  to  be  a  little  more  specific.  Because  you  could 
talking  about  something  that  educates,  transmits, 
mputes,duplicates...orjust  plain  entertains. 


XEROX 
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APL 

5y4s 

•88 

B 

$   983/4 

5.8% 

$233/4 

0% 

$263/4 

13% 

Ameriun  Hoist  &  Derrick 

43/4S  '92 

B 

8478 

5.6 

11% 

3.4 

13% 

17 

American  Medicorp 

51/28  '89 

— 

99 

5.6 

21% 

0 

241/4 

12 

American  Motors 

6s 

'88 

B 

721/2 

8.3 

7% 

0 

83/4 

15 

Bank  of  California 

6>/2S  '96 

— 

105 

6.2 

28 

4.8 

31% 

13 

Bank  of  New  York 

6V4 

5 '94 

— 

1121/2 

5.6 

393/4 

5.0 

421/4 

6 

Belden 

8s 

'90 

BB 

112 

7.1 

251/2 

4.7 

28 

10 

Berkey  Photo 

53/4S  '86 

B 

95% 

6.0 

15% 

0 

18% 

18 

Burilngton  Industries 

5s 

•91 

BBB 

99 

5.1 

351/8 

4.0 

38% 

10 

Ceco 

43/4 

5 '88 

BB 

943/4 

5.0 

313/4 

3.0 

351/2 

12 

Chase  Manhattan 

eVzS  '96 



1101/2 

5.9 

541/8 

3.7 

631/2 

17 

Crane  Co.  B 

5s 

•94 

B 

85 

5.9 

45% 

3.5 
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8 

Dayco 

6s 

'94 

B 

81 

7.4 

201/4 

5.6 

241/4 

20 

01  Giorgio 

53/4 

s'93 

B 

103 

5.6 

151/2 

3.9 

171/2 

13 

El  Paso  Natural  Gas 

6s 

•93 

B 

93 

6.5 

17% 

5.7 

211/8 

20 

Essex  International 

5%s 

•96 

BB 
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5.3 

44% 
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4778 
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Grace  W.R. 

61/23  '96 

BB 

106 

6.1 

28% 

5.3 

31% 

11 

Greyhound 

61/2S  '90 

BB 

ii9y4 

5.4 

22 

4.6 

22 
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Gulf  &  Western  A 

5i/«s  '87 

B 
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5.9 
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38% 

16 

Hilton  Hotels 

51/2S  '95 

BB 
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5.1 
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1.8 
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18 

Host  International 

51/4 
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BB 

98 
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1.0 
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88 
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B 
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2.1 

153/4 

9 

Martin  Marietta 
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MassMutual  Mortgage  &  Realty 
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11 
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— 

90 
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5.6 
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Storer  Broadcasting 

41/2S  '96 

B 
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1.6 

383/4 

23 
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B 
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6.6 

201/4 

5.4 

241/2 

21 
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BB 
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5.2 

46 

0 
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14 

Tyler 
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B 

87 

5.8 
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0 
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20 
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5s 

•93 

BB 
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5.0 

20 

3 
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8 
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Jack  Yogman's  Bacchanal 

Seagrams'  Yogman  is  much  taken  with  the  grape. 
He  thinks  it's  where  the  growth  is  these  days. 


As  THE  WORLDS  largest  hard  liquor 
company,  Montreal-based  Distillers 
Corp. -Seagrams  Ltd.  has  a  problem: 
Hard  liquor  consumption  is  growing 
but  slowly,  just  about  in  line  with 
population  growth.  Worse,  the  most 
profitable  part  of  Seagrams'  hnes,  the 
better-known  branded  liquors,  are  not 
growing  much,  if  at  all.  In  spite  of 
this,  Seagrams  has  managed  quite 
well  in  recent  years:  Share  earnings 
were  up  in  even,'  one  of  the  past  ten 
years,  and  operating  profit  margins 
have  been  remarkably  steady  in  spite 
of  rising  costs. 

The  question  is:  How  long  can 
Seagrams  continue  these  gains  in  the 
face  of  a  sluggish  market?  Seagrams 
thinks  it  has  the  answer:  wine.  Jack 
Yogman,  president  of  U.S. -based  Jo- 
seph E.  Seagram  &  Sons,  the  chief 
operating  company,  has  been  system- 
atically buying  into  family-owned 
companies  around  the  world,  especial- 
ly wine  companies. 

None  of  the  individual  acquisitions 
promises  to  be  very  large  in  terms  of 
Distillers'  size— sales,  excluding  excise 
taxes,  last  year  were  about  S680  mil- 
lion, with  net  income  of  $60  million. 
For  example,  a  couple  of  million  dol- 
lars have  just  been  put  into  a  wine 
company  joint  venture  with  Den- 
mark's United  Breweries  (Carlsberg 
and  Tuborg).  At  the  close  of  1971, 
while  he  continued  negotiations  with 
half  a  dozen  small  companies  from 
Europe  to  Australia,  Yogman  was 
awaiting  French  government  approv- 
al for  Seagrams'  Mumm's  champagne 
subsidiary  to  bu\  up  another  major 
champagne  producer  for  close  to  $20 
million.  But  it  all  adds  up:  Last  year 
Seagrams  did  at  least  10%  of  sales,  or 
an  estimated  $70  million,  in  wine. 

Seagrams  is  at  present  the  largest 
importer  of  wines  into  the  U.S.  It 
owns  the  Paul  Masson  Vineyards  in 
•California  as  well  as  the  distributor 
for  Christian  Brothers  wines  in  the 
U.S.  Basically,  Seagrams'  reasons  for 
expanding  rapidly  in  the  world's 
wine  business  are  the  same  as  Carls- 
berg's  and  Tuborg's:  Wine  is  what 
people  are  drinking  more  of.  "Dis- 
tilled spirits,"  says  Yogman,  "are  grow- 
ing in  line  with  the  growth  in  the 
drinking  population.  In  the  Scotches, 
all  the  growth  is  in  the  bulk  imports 
for  bottling  in  the  U.S.  [the  narrower- 
margined  end  of  the  business],  and  in 
vodka,  too,  the  growth  is  in  the  lower 
end.  But  wine,  ah  wine!  Wine,"  says 
Yogman  with  expression,  "is  growing 
about  20%  a  year." 


yogman 


Ga//o 


So  far,  so  interesting.  The  world's 
largest  distiller  is  proving  energetic 
enough  to  get  in  and  pick  up  good 
properties  among  the  welter  of  fami- 
ly-owned wine  companies  just  as  the 
beverage  is  coming  of  age  in  the  big 
U.S.  market  and  other  hitherto  non- 
grape  markets  such  as  Japan.  Sea- 
grams, says  Yogman,  offers  small  com- 
pany ownerships  the  capital  and 
knowhow  to  modernize  and  expand, 
plus  the  potential  that,  with  growth, 
the  percentage  of  the  company  they 
retain  will  be  worth  more  in  the  long 
run  as  part  of  the  big  company.  "The 
acquisitions  abroad  have  a  double 
meaning,"  says  Yogman.  "They  are, 
first  of  all,  good  investments,  and  they 
also  give  us  another  product  for  our 
selling  organizations  all  over  the 
world.  It  gives  them  another  profit. 
For  example,  we  will  now  distribute 
Cherry  Kijafa  [the  Danish  cherry 
wine]  worldwide. " 

The  Big  One 

Yogman,  50,  who  trained  as  a 
chemical  engineer  at  Cooper  Union 
in  New  York,  but  who  came  by  way 
of  consulting  to  Seagrams  in  1957, 
gives  away  no  secrets.  But  he  makes 
no  bones  that  there  is  something  more 
Seagrams  really  wants:  the  world's 
largest  wine  company. 

The  world's  largest  wine  company 
is  California's  Gallo  Vineyards,  owned 
by  Ernest  and  Julio  Gallo,  and  doing, 
it  is  estimated,  $250  million  a  year  in 
sales  and  maybe  $12  million  in  profit. 
Gallo  remains  independent.  But  the 
other  big  California  names  have  been 
swallowed  up:  Almaden  by  National 
Distillers;  United  Vintners  (Italian 
Swiss  Colony)  and  Inglenook  by 
Heublein.  Seagrams  is  not  alone  in 
wanting  to  make  a  merger  with  Gallo, 
but  the  attraction  of  the  biggest  for 
the  biggest  has  to  be  there.  Yogman 


talks  to  Ernest  Gallo,  of  course.  "We 
had  a  trip  to  France  and  Italy  to- 
gether," he  says.  "No,  we  never  ne- 
gotiated. We  made  no  offer."  But 
what  need  is  there  for  words  when 
each  side  understands  the  other  so 
completely? 

The  attractions  for  independent 
Ernest  Gallo  would  be,  tangibly,  Dis- 
tillers-Seagrams stock:  "We'd  pay 
stock,  of  course,  for  Gallo,  give  him  a 
place  on  the  board,"  offers  Yogman. 
And  it's  been  a  good  enough  stock, 
appreciating  200%  over  the  last  ten 
years,  100%  over  the  last  five.  Sea- 
grams' returns  on  equity  and  capital 
are  low  (Fobbes,  Jan.  1)  because  of 
the  business  it's  in.  The  company  car- 
ries half-a-billion  dollars'  worth  of 
aging  whiskies  in  inventories  for  years 
without  a  current  return.  "We  have 
hundreds  of  millions  tied  up  in  such 
things  as  Chivas  Regal  for  1984," 
says  Yogman,  "but  I'm  not  wonied 
about  the  statistical  return  on  equity. 
What  are  the  earnings  per  share, 
that's  my  concern.  That  is  what  the 
stockholder  really  gets  for  his  money." 
And  that's  what  makes  the  stock  more 
valuable,  too.  Seagrams'  price/earnings 
ratio  is  currently  over  19  times  vs.  an 
average  15  times  for  the  last  ten  years. 

Of  course,  Seagrams'  family  con- 
nections might  be  a  disincentive  to 
the  equally  familial  Gallo;  the  Bronf- 
man family  owns  37%  of  the  stock. 
Patriarch  Sam  Bronfman  died  last 
year  at  80,  but  his  son  Edgar  is  now 
president  and  chief  executive  of  the 
parent  company,  and  his  son  Charles, 
Edgar's  younger  brother,  is  executive 
vice  president.  In  the  end,  the  intangi- 
bles may  well  be  the  key  to  whether 
the  world's  largest  distiller  and  the 
world's  largest  vintner  decide  to  get 
together. 

Meanwhile,  the  distiller  is  happily 
chasing  the  grape.  ■ 
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THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  Vi  to  V2 
higher. 

Over  5,000  styles  $100  to  $100,000 


I  Send  for  FREE  92-PAGE  CATALOG 

I  EMPIRE  DIAMOND  CORP.,  DEPT.  46 

I  Empire  State  BIdg.,  New  York,  N.Y.  10001 

I  NAME  

I  ADDRESS     

I  ZIP   


[ecutive 

)njidential 

>an§ 

$1500to$8500 

• 

A  nation-wide  service  used  by 
over  20,000  executive  and  pro- 
fessional men  as  a  quick  and 
convenient  source  of  credit, 
either  for  immediate  needs  or 
a  credit  line  for  future  use. 
There  is  no  charge  for  establish- 
ing your  credit  line.  No  col- 
lateral ...  no  embarrassing  in- 
vestigation. All  details  handled 
by  personal  mail  in  the  privacy 
of  your  office. 

References: 

The  First  National  Bank  of  Minneapolis 

Continental  Illinois  National  Bank 

of  Chicago 

• 

Phone,  toll  free.  800-328-7328  or  write 

Mr.  T.  K.  Lindblad 

Executive  Loan  Director 


m 


Industrial  Credit  Plan,  Inc. 

241  Hamm  Building 
St.  Paul,  Minnesota  55102 


Think  Small 

Good  things— like  a  steady  14%  earnings  growth- 
can  come  in  small  companies.  Look  at  Petrolane. 


Rudy  Munzer  had  a  problem  a  few 
years  back.  His  Petrolane  Inc.,  the 
country's  largest  marketer  of  LPG 
(liquefied  petroleum  gas),  wasn't 
growing  very  fast.  Munzer  even  con- 
sidered selling  out,  but  decided  in- 
stead to  diversify.  Today,  of 
its  $224-million  sales,  some  40%  still 
comes  from  trucking  propane  and 
butane  around  45  states  and  six  for- 
eign countries,  but  more  than  half  of 
sales  now  come  from  a  supermarket 
chain  and  offshore  drilling  services. 
While  the  L-T-Vs  and  the  Littons 
rode  up  and  down  the  conglomerate 
roller  coaster,  Petrolane's  earnings 
have  grown  about  14%  a  year  for  the 
last  five  years  to  a  record  $2.52  a 
share  in  1971.  Its  stock  has  risen  from 
$18  in  1965  to  a  recent  $55. 

Not  bad  for  a  company  that  didn't 
have  a  diversification  plan  to  start 
with.  Munzer  had  only  one  rule: 
"Don't  buy  anything  big  enough  to 
hurt  you."  But  what  to  huy,  Munzer 
wasn't  sure.  "We  just  were  ambitious 
to  get  bigger,"  he  says.  "We  couldn't 
have  grown  to  $300  million  in  sales 
and  $15  million  in  profits,  as  we'll  be 
this  year,  in  LPG  marketing  only." 

Of  course,  there  were  some  prob- 
lems that  no  doubt  influenced  the  de- 
cision. Electricity  was  challenging 
Petrolane  for  its  home-heating  cus- 
tomers beyond  the  natural  gas  pipe- 
lines. Also,  over  the  years  Petrolane 
had  gobbled  up  hundreds  of  little 
"mom-and-pop"  bottled  gas  distribu- 
tors in  the  West  and  Southwest,  and 
by  the  mid-Sixties,  explains  President 
John  C.  Wallace,  "there  weren't  many 
good  ones  left  to  acquire."  With  one 
eye  cocked  at  Washington's  antitrust- 
ers,  Munzer  decided  that  "we  should 
get  into  something  else." 

Surprise 

When  Petrolane  queried  investment 
bankers  about  possible  acquisitions, 
BIyth  &  Co.  came  up  with  Staters 
Bros.  Markets,  a  small  Southern  Cal- 
ifornia food  retailer.  "Frankly,"  says 
Munzer,  "the  grocery  business  didn't 
tum  us  on." 

But  Blyth  was  persistent,  and  Pet- 
rolane took  a  closer  look.  It  was  an 
eye-opener.  Staters  had  increased 
earnings  every  year  but  one  since 
1932.  It  was  located  in  growing  South- 
ern California,  near  Los  Angeles.  It 
had  no  debt.  It  was— and  still  is— earn- 
ing 3%  on  sales,  treble  today's  indus- 
try average. 

In  1968  Petrolane  bought  Staters 
for  $25  million  worth  of  stock   (now 


worth  $50  million).  In  1971  Staters 
earned  $3.3  million  on  sales  of 
$111  million. 

The  Staters  purchase  dropped  Pe- 
trolane squarely  into  consumer  prod- 
ucts. "If  we  had  found  another  good 
acquisition,"  admits  Munzer,  "we 
might  have  gone  in  a  different  direc- 
tion. But  marketing  is  our  business, 
and  we  liked  retailing."  With  a  keen 
eye  on  Lucky  Stores'  successful  di- 
versification, Petrolane  in  1971  bought 
a  small  drug  chain  and  became  a 
50-50  partner  with  an  apparel  retail- 
er. Just  last  month  it  agreed  to  pay 
$30  million  worth  of  stock  for  Mark 
C.  Bloome,  a  well-known  Southern 
California  tire  retailer  that  netted  10% 
on  1971  sales  of  about  $22  million. 
Petrolane  now  plans  to  build  shopping 
centers  around  the  Staters  markets, 
with  Petrolane  retailers  represented. 

In  1968  Petrolane  also  entered  ma- 
rine services,  again  with  a  little  push 
from  investment  bankers.  Dean  Witter 
suggested  Petrolane  acquire  a  boat 
company  that  ferries  men  and  supplies 
to  offshore  drilling  rigs.  Petrolane 
bought  it.  In  1969  Merrill  Lynch  sug- 
gested a  well-servicing  company;  more 
stock  went  out. 

Offshore  services  were  Petrolane's 
riskiest  move,  what  with  drilling  ac- 
tivity at  its  lowest  level  ever  in  early 
1971,  and  with  environmental  pres- 
sures mounting.  But  in  late  1971  drill- 
ing picked  up  in  the  Guff  of  Mexi- 
co, and  Petrolane's  offshore  services 
brought  in  20%  of  the  company's  prof- 
its on  11%  of  its  revenues.  With  Alas- 
kan oil  tied  up,  Munzer  expects  20% 
growth  in  offshore  services  in  1972. 

Even  the  slow-growing  LPG  busi- 
ness might  be  a  plus  this  year.  The 
producers  of  LPG  are  overstocked, 
which  means  lower  prices  for  Petro- 
lane—though  not  for  consumers.  And 
with  the  natural  gas  shortage,  com- 
mercial users  facing  winter  service  in- 
terruptions could  use  LPG  as  a  stand- 
by fuel,  even  at  2/2  times  the  cost  of 
natural  gas.  To  bolster  its  supplies, 
Petrolane  has  just  signed  a  ten-year, 
$10-million  contract  with  Standard  Oil 
(N.J.)  to  import  1  billion  gallons  of 
LPG  from  Venezuela. 

Does  Petrolane  have  to  keep  buy- 
ing? "If  we  stopped  making  acquisi- 
tions right  now,"  Munzer  insists,  "we'd 
still  grow  at  about  12%  next  year." 

But  a  basic  question  remains:  Can 
Petrolane  keep  it  up?  The  Lings  and 
Thorntons  looked  great  while  their 
companies  were  small.  Petrolane  has 
yet  to  pass  the  critical  test  of  size.  ■ 
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Our4 

Pet  growth 


ifi 


Food  Processing 
and  Marketing. 


We  have  grown  from  an  evaporated  milk 
company  to  become  one  of  the  largest  and 
fastest  growing  companies  in  the  food 
industry.  For  example,  we  are  committed 
to  the  expanding  frozen  food  business 
which  now  accounts  for  nearly  6%  of 
supermarket  volume.  Products  like 
Downyflake,  Pet-Ritz,  Milady's  and 
Schrafft's  firmly  position  us  as  a  leader 
in  the  field.  Our  snack  food  products  under  the  Laura 
Scudder's  and  Dentler-Facs  labels  have  grown  in 
popularity  year  after  year.  Acquisitions  like  Old  El  Paso 
Mexican  foods,  Reese  gourmet  foods  and  Southland, 
the  nation's  largest  canned  shrimp  packer,  have  laid  a 
solid  foundation  for  continued  growth  in  specialty 
foods  marketing. 


J 


Merchandising  Equipment 
and  Services. 

Beautiful  merchandising  is  our  business. 
Hussmann  is  the  world's  largest 
manufacturer  of  refrigerated  and  frozen 
food  cases  and  merchandisers.  The 
number  of  convenience  food  stores  is 
expected  to  double  In  the  next  five  years 
and  Hussmann  has  designed  a  special 
line  of  display  units  and  supporting 
equipment  for  this  growing  market.  Last 
year  more  than  one-half  of  Hussmann's  sales  were  for  new 
equipment  in  stores  being  remodeled.  Our  emphasis  on 
decorator  design  store  equipment  and  total  environment  is 
paying  off  handsomely.  Hussmann  is  positioned  to  meet 
the  growing  merchandising  needs  of  all  retailers. 


Specialty  Retailing. 

Few  people  realize  the  extent  of  our 
involvement  in  this  area.  Yet,  most  people 
recognize  the  names  of  our  specialty 
retailing  operations.  Stuckey's  has  over 
300  units  serving  the  mushrooming 
domestic  highway  travel  market.  9-0-5  and 
Vendome  party  centers  supply  thousands 
of  consumers  with  wines,  liquors  and  an 
endless  variety  of  party  snacks  and 
accessories.  Schrafft's  restaurants  and 
business  feeding  operations  serve  meals  to  thousands  of 
people  every  day.  Our  planned  acquisition.  Medicare 
Pharmacies,  will  firmly  position  us  in  the  rapidly  growing 
custom  prescription  business.  All  of  these  operations  fall 
under  our  specialty  retailing  umbrella. 


Warehouse  and 
Distribution  Services. 

We  provide  support  services  for  frozen 
food  through  Merchants  Refrigerating 
Company's  national  network.  Every  step 
from  warehousing,  handling  and  delivery 
is  carried  out  at  sub-zero  temperatures  by 
Merchants.  We  also  provide  distribution 
services  for  many  famous  name  products 
in  Puerto  Rico. 

Corporate  Growth  Through  Diversification. 

The  last  decade  has  been  exciting  for  Pet.  Growing 
through  careful  diversification  into  rapidly  expanding 
markets  has  enabled  us  to  set  all  time  highs  in  sales  and 
earnings.  We're  approaching  $800,000,000  in  sales  .  .  .  and 
the  new  markets  that  we  will  enter  in  the  future  promise 
to  take  us  even  further. 


PET 


INCORPORATED 
In  growth  and  diversification 


Pet  performs! 


Two  Ways  To  Do  It 

Two  leading  industrial  nations  face  declining  textile  indus- 
tries. But  their  policies  to  meet  the  declines  are  worlds  apart 


"Shuttles  Fall  Silent,  Looms'  Ca- 
dence Drops  To  Whisper,"  wrote  the 
Birmingham  Netvs;  "700  Here  Will 
Lose  Jobs,"  read  the  Greenville  News-. 
and  in  South  Carolina  alone,  the  CJiar- 
lotte  (N.C. )  Observer  noted,  "Losses 
in  1970  included  6,000  jobs  and  a 
$32.5-million  salary  loss  (costing  the 
state  $1  million  in  tax  revenues);  and 
a  workweek  that  was  L4  hours 
shorter,  causing  a  further  $35-milhon 
drop  in  salaries  (another  $2.5-million 
tax  loss  for  the  state)." 

In  Japan,  too,  there  is  gloom  in  the 
textile  industry.  Currently  the  world's 
largest  textile  exporter,  Japan  expects 
to  become  a  net  importer  of  textiles 
by  the  end  of  this  decade.  The  switch 
will  occur  for  two  reasons:  the  un- 
willingness of  the  U.S.  to  take  ever- 
increasing  textile  imports,  and  the  ne- 
cessity for  Japan  to  lower  its  own 
trade  barriers  to  the  low-priced  textile 
exports  of  its  poorer  Asian  neighbors. 
The  problem  was  brought  home  force- 
fully last  Oct.  15  when  the  Japanese 
acceded  to  "voluntary"  curbs  on  tex- 
tile exports  to  the  U.S.  imposed  by  the 


Nixon  Administration. 

But  while  the  U.S.  and  Japanese 
textile  industries  share  gloom  over 
long-range  prospects,  they  are  worlds 
apart  in  other  respects.  While  Ameri- 
can textile  men  scream  for  protection 
and  while  others  shrug  their  shoulders 
and  say,  "tough  luck,"  Japan  is  work- 
ing hard  to  ease  the  industry's  decline 
and  prevent  undue  hardship. 

In  July  the  Japanese  government 
scraped  together  $209  million  from 
contingency  funds  in  its  current  budg- 
et to  use  for  emergency  relief  of  the 
textile  industry.  Some  $180  million  of 
the  money  was  lent  to  the  big  textile 
companies  to  buy  modern  equipment. 
The  other  $30  million  or  so  was  used 
to  buy  old  equipment  and  scrap  it. 

Then,  recognizing  that  its  textile 
industry  needed  not  a  bandage  but  an 
amputation,  the  Japanese  government 
undertook  a  structural  change.  A  com- 
prehensive 18-month,  $415-million  ra- 
tionalization program  goes  into  effect 
in  April  to  redistribute  the  industry's 
workers  and  resources  into  larger  and 
more  efficient  units. 


This  is  only  stage  one.  Japan  has 
earmarked  another  $122  million  to  buy 
from  small  firms  some  100,000  weav- 
ing, knitting  and  sewing  machines  and 
39,000  units  of  other  equipment;  all 
this  will  be  scrapped,  presumably 
along  with  the  firms  that  own  it.  To 
absorb  the  workers  displaced  by  such 
scrappage,  the  government  has  allo- 
cated the  other  $293  million  to  finance 
the  purchase  of  modem  machinery 
that  will  make  the  remaining  textile 
firitis  more  efficient  and,  hopefully, 
create  jobs.  (If  the  program  has  a 
major  flaw,  it  is  that  it  makes  no  pro- 
vision for  retraining  workers.) 

By  contrast,  the  U.S.  Government's 
programs  to  aid  or  rationalize  the 
U.S.  textile  industry— or  any  industry 
for  that  matter— number  few  to  none. 
Instead,  the  U.S.  pushes  quota  meas- 
ures, which  artificially  reduce  imports 
at  the  expense  of  the  consumer.  U.S. 
textile  policy  seems  to  vacillate  be- 
tween an  insistent  protectionism  and 
a  probably  unworkable  laissez-faire. 

As  in  the  case  of  the  October  quota 
agreement,  when  action  is  taken,  often 
it  comes  too  late.  "It's  been  a  long, 
long  struggle,"  says  South  Carolina 
Democrat,  Senator  Ernest  F.  Rollings. 
"I  think  we  have  a  chance  to  sm"vive, 
but  I  can't  obscure  the  fact  that  it 
took  15  years."  ■ 


The  Country  Slicker 


"We're  country  boys,"  says  Jim  Walter's  Jim  Walter,  who  brought 
in   a    city   slicker   to   run   his   building   materials    conglomerate. 


It's  a  rare  man  who  knows  his  own 
limitations,  and  especially  if  the  man 
has  been  as  successful  as  Jim  Walter. 
On  a  borrowed  $400,  Walter  created 
a  building  materials  conglomerate 
with  assets  of  over  $800  million  and 
made  at  least  a  dozen  of  his  associates 
millionaires.  His  own  stock  in  the 
Tampa-based  Jim  Walter  Corp.  is 
currently  worth  over  $15  million. 

Yet,  though  still  only  49,  Walter 
has  brought  in  a  man  from  the  outside 
to  run  his  business  for  him.  He  remains 
as  chairman,  but  Frank  J.  Pizzitola, 
who  came  from  Celanese,  is  now  pres- 
ident and  chief  operating  officer.  From 
all  accounts,  Pizzitola  really  is  run- 
ning operations. 

Walter  is  perfectly  hank  about  his 
reason  for  rclin(|uishing  direct  control 
of  the  company  to  Pizzitola:  It  grew 
too  big  and  too  complex  for  him  and 
his  as.sociates  to  handle.  "It  wasn't 
too  many  years  ago,"  he  says,  "that 
we  were  able  to  get  our  managers 
together  every  few  da\s,  and  after 
talking  a  little  while  about  the  busi- 
ness—the way  us  country  hoys  down 


here  talk  business— we  knew  that  we 
were  in  good  shape  or  that  we  had 
to  shake  ourselves.  But  we  outgrew 
that  convenience." 

Walter  has  always  shown  this  kind 
of  readiness  to  adapt  to  changing  con- 
ditions. Fresh  out  of  the  U.S.  Nav\' 
in  1946,  he  decided  there  was  a  mar- 
ket for  shell  homes  to  sell  then  for  as 
little  as  $895  to  people  who  would  do 
the  finishing  themsehes.  There  was, 
but  then  he  realized  the  real  mone\ 
in  shell  housing  was  not  in  building 
but  in  financing  them.  The  interest 
rate  effectively  worked  out  to  11% 
for  the  people  who  bought  his  shell 
houses  on  credit. 

Walter's  success  was  such  that  over 
200  other  firms  rushed  to  copy  him, 
and  shell  housing  flared  as  a  hot  con- 
cept on  Wall  Street.  The  Jim  Walter 
Corp.'s  stock  soared  from  an  equiva- 
lent low  of  6  to  a  high  of  20  in  1961. 
Realizing  that  evei-y  bubble  some  day 
must  burst,  Walter  moved  quickly  to 
convert  his  towering  price/ earnings 
ratio  into  more  tangible  assets.  In 
1962,   he   bought   control   of   Celotex 


Corp.,  a  medium-sized  maker  of  gyp- 
sum, roofing  and  other  materials. 

After  the  purchase,  Jim  Walter 
Corp.'s  sales  almost  quadrupled,  mov- 
ing from  $36.7  million  in  1962  to 
$140.5  million  in  1963.  But  Walter 
now  had  a  whole  new  set  of  problems. 
Celotex,  for  example,  was  a  money- 
loser  in  a  cyclical  industry  that  was 
about  to  enter  another  down  cycle. 
As  housing  starts  dipped,  so  did  the 
price  of  Celotex'  main  products;  gyp- 
sum alone  fell  355?  in  price  o\'er  the 
next  six  years.  The  Jim  Walter  Corp. 
managed  to  aAoid  any  serious  drop  in 
earnings  b\^  continuing  to  expand  in 
shell  houses  and  by  acquiring  such 
companies  as  Califomia-ba.sed  Brent- 
wood Savings  &  Loan  Association, 
Marquette  Paper  Corp.  and  Allied 
Chemical  Coip.'s  Barrett  division. 

With  all  this,  Jim  Walter's  earnings 
record  in  the  mid-Sixties  was  hardly 
spectacular,  up  only  31%  in  fi\e  years. 
But  in  contrast  to  competitors  such  as 
U.S.  Gypsum  (off  26%),  Certain-teed 
(up  6%)  and  FUntkote  (off  36%),  Jim 
Walter  was  the  star  of  its  industry.  As 
the  star,  however,  Jim  Walter  led  the 
pack  when  building  materials  stocks 
took  off  a  few  years  back,  soaring 
from  the  equivalent  of  18  in  1967  to 
62  within  a  year.  Using  convertible 
preferred  stock,  Jim  Walter  went  on 
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No  Stopping  'Em? 


The  Nixon  shock  was  intended  to  slow  the  Japanese  economic  inva- 
sion. Are  the  Japanese  in  full  retreat?  No,  they  are  still  attacking. 


If  the  Japaxese  are  retreating  in  tex- 
tiles, at  the  very  same  time  in  radios, 
television  sets  and  home  appliances, 
they  are  advancing  on  all  fronts. 
They've  made  a  thoroughly  logical 
choice:  to  abandon  a  low-profit-mar- 
gin market  to  concentrate  on  a  high- 
profit-margin  one. 

In  television,  some  Japanese  are 
moving  into  a  line  of  sets  they  never 
had  before— color  sets  with  21-inch 
screens  and  consoles.  And,  because  of 
the  cost  of  transporting  sets  of  this 
size  all  the  way  from  Japan,  they're 
building  assembly  plants  in  Puerto 
Rico  and  California.  They  are  put- 
ting more  emphasis  on  pushing  brand 
names,  less  on  private-label  manu- 
facture, in  order  to  raise  profit  mar- 
gins even  higher.  They  are  strength- 
ening their  distribution  networks 
across  the  nation.  They  are  using 
these  strengthened  distribution  net- 
works to  move  in  force  into  the  U.S. 
market  for  such  other  products  as 
hi-fi  components,  video  cassette  equip- 
ment, air-conditioners  and  compact 
major  appliances. 


Setting  the  pace  is  Panasonic.  This 
is  not  surprising.  Panasonic  is  simply 
the  U.S.  and  Canadian  trademark  of 
Tokyo's  huge  Matsushita  Electric  In- 
dustrial Co.,  Ltd.,  the  largest  manu- 
facturer of  electronic  and  electrical 
products  in  Japan,  with  estimated 
1971  sales  of  S2.6  billion.  Less  than 
four  years  ago  Panasonic's  U.S.  line 
was  limited  to  five  color  sets.  It's  now 
offering  21,  and  it  will  offer  this  year  a 
22nd,  a  25-inch  color  console. 

Panasonic  won't  export  the  25-inch 
consoles  from  Japan.  "Big  sets  are  not 
in  demand  there,"  says  Treasurer  Nat 
Gilbert.  Instead,  Matsushita  will  make 
the  25s  in  Puerto  Rico. 

The  company  has  vastly  expanded 
its  home-appliance  line.  As  recently 
as  four  years  ago,  it  offered  exactly 
three  home  appliances— a  juicer,  a 
steamer  and  a  toaster.  The  line  now 
includes  everything  the  most  gadget- 
happy  housewife  could  hope  for. 

Until  1/2  years  ago,  Mitsubishi  Group 
of  America,  a  subsidiary  of  Mitsu- 
bishi Corp.  (estimated  fiscal  1971  sales 
of  $11.4  billion),  was  strictly  a  pri- 


vate-label manufacturer.  It  has  now 
gone  into  the  brand-name  market,  sell- 
ing its  MGA-brand  TV  color  and 
black-and-white  sets  through  more 
than  1,000  franchised  dealers  in  the 
U.S.  The  line  includes  25s,  made  for 
Mitsubishi  by  a  U.S.  manufacturer. 

Sony,  whose  highly  successful  Trin- 
itron color-TV  sets  foiinerly  came 
only  in  nine-inch  and  12-inch  models, 
has  moved  into  17s.  It  will  assemble 
them  at  a  plant  now  under  construc- 
tion in  San  Diego.  Says  Kazuo  Iwama, 
president  of  Sony  Corp.  of  America: 
"This  is  a  giant  step  toward  a  great- 
er future  in  the  U.S." 

Hitachi  Sales  Coip.  of  America, 
the  U.S.  arm  of  Tokyo's  Hitachi,  Ltd., 
which  makes  capital  as  well  as  house- 
hold equipment  (estimated  1971 
sales:  $3.3  billion),  has  broadened  its 
line  from  four  color-TV  models  in  two 
sizes  in  1968  to  13  in  four  sizes  to- 
day. It  has  simultaneously  increased 
the  number  of  its  dealers  handling 
its  consumer  products  from  300  in 
1967  to  5,000. 

Today  the  Japanese  dominate  only 
one  part  of  the  market,  the  smaller 
sets.  Now  they  are  going  after  the 
broader  market.  While  the  U.S.  is 
busy  protecting  a  low-profit-margin 
industry,  the  textiles,  the  Japanese 
are  going  where  the  profits  are.  ■ 


another  acquisition  spree.  His  big- 
gest catch  was  U.S.  Pipe  &  Foundry. 
These  acquisitions  took  Walter  into 
coal,  oil  and  sugar— and  it  inherited  a 
string  of  jevvelrv  stores  from  U.S. 
Pipe.  With  fiscal'  1971  sales  of  $703 
million,  Jim  Walter  was  now  one  of 
the  biggest  companies  in  its  industry. 
It  was  desperately  in  need  of  apply- 
ing professional  management  to  pull 
the  whole  thing  together:  For  all  its 
fast  growth,  it  earned  only  1.5%  on  to- 
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tal  capital  over  the  past  five  years. 
Enter  Frank  Pizzitola. 

Pizzitola,  48,  has  the  job  of  bring- 
ing order  to  all  these  assets.  He  read- 
ily admits  to  knowing  nothing  about 
the  building  materials  business.  For 
18  years  he  worked  in  chemicals,  a 
business  that  turns  on  huge  scale  and 
high  technology,  first  for  Monsanto, 
then  for  Olin,  and  finally  for  Celanese. 
At  Celanese  he  rose  rapidly  to  be- 
come executive  vice  president  of  the 
chemicals  and  petroleum  group.  But 
just  when  his  prospects  seemed 
brightest,  cash-strapped  Celanese  be- 
gan selling  the  main  parts  of  his  divi- 
sion out  from  under  him. 

Pizzitola  is  bringing  a  cool  profes- 
sional approach  to  his  task,  cutting 
the  wage  bill  by  $9  million,  closing 
peripheral  West  Coast  plants,  selling 
off  a  Texas  land  development  to  U.S. 
Plywood-Champion  Papers  and  shut- 
ting one  of  U.S.  Pipe's  blast  furnaces. 
His  moves  have  brought  some  suc- 
cess. Celotex  did  10%  more  business 
last  year  with  $3  million  less  assets. 
Jim  Walter  as  a  whole  raised  its  op- 
erating income  $19  million  and  its 
profit  margin  moved  to  13%,  higher 
than  it  had  been  for  three  years. 

But  Jim  Walter  still  has  problems. 
As  a  hangover  from  its  acquisition 
binge,   its  balance   sheet  is   a   tangle 


—eight  layers  of  bonds  and  long-term 
notes  and  four  convertible  preferreds 
—to  intimidate  many  outsiders.  "Be- 
fore I  joined  the  company,"  says  Piz- 
zitola, "I  called  a  banker  and  asked, 
'What  are  all  those  convertible  pre- 
ferreds?' He  said,  If  you  find  out,  let 
me  know.'  I  haven't  found  out." 

Another  problem  arises  from  the 
"country-boy"  approach  that  built 
Jim  Walter  from  a  shoestring  into  a 
comfortable  nest  egg:  The  country- 
boy  custom  was  to  watch  the  dollars, 
put  little  money  into  capital  outlays. 
Last  year,  in  fact,  capital  spending 
was  less  than  depreciation  flow:  $14 
million  vs.  $17  million.  "One  reason  we 
have  been  profitable,"  says  Pizzitola, 
"is  that  we  have  obsolete  plants.  But 
this  cannot  go  on.  We  are  going  to 
have  to  replace  them."  Fortunately, 
the  company's  treasury  is  currently 
awash  in  cash— $61  million  with  un- 
used credit  lines  of  $119  million. 

Pizzitola  isn't  minimizing  the  prob- 
lems. "Too  much  the  entrepreneur  and 
we  go  off  the  deep  end,"  says  he.  "Too 
much  professional  management  and 
we  hamstring  the  business.  The  secret 
is  whether  we  can  maintain  the  bal- 
ance." Can  he  maintain  it?  Pizzitola 
makes  no  rash  statements:  "I  don't 
know  of  anyone  who  has  been  able  to 
do  it  in  a  company  this  big."  ■ 
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Up  from  the  Bush  Leagues 

Bernard  Briskin  has  made  it  into  the  big 
time.  But  can  he  play  major-league  ball? 


SipPOSE  you're  running  a  profitable 
little  company  that  has  slim  prospects 
for  getting  much  bigger.  What  do  you 
do?  Maybe  you  do  what  Bernard 
Briskin  did.  He  parlayed  his  position 
into  control  of  a  much,  much  bigger 
company— and  in  only  two  years'  time. 
The  trouble  is,  Briskin's  new  company, 
Arden-Mayfair,  Inc.,  is  far  less  profit- 
able and  has  far  bigger  problems  than 
his  little  company. 

Briskin's  little  company  was  Los 
Angeles-based  Telautograph  Corp.,  a 
telecommunications  compan\ .  When 
Briskin  became  president  in  1964,  it 
had  sales  of  roughly  $6  million  a  year. 
Last  year's  sales  were  roughly  S6  mil- 
lion. Since  Telautograph's  main  com- 
petitor is  Xerox,  that's  understandable. 
Moreover,  even  if  Briskin  didn't  make 
the  company  grow,  he  did  make  it 
turn  in  a  neat  enough  profit  to  justif\ 
a  salary  of  $75,000  a  year  for  himself. 

Then,  in  1969  Arden-Mayfair 
caught  his  attention,  and  his  eyes 
started  growing  biggei'  and  bigger. 
Arden-Mayfair  is  a  Los  Angeles-based 
supermarket  chain  and  dairv  products 
outfit  with  sales  of  approximately  $650 
million,  108  times  Telautograph's.  But 
its  stock  sold  at  only  $11  per  share 
and  its  total  market  value  was  onl\- 
$32  million  at  the  end  of  1969.  At 
that  kind  of  price,  Briskin  decided 
Arden-Maylair  was  for  him. 

Today  Briskin  nms  the  companx . 

Minrow  vs.  Whole 

It  was  a  case  of  a  minnow  swallow- 
ing a  whale,  yet  Briskin  did  it  easily. 
The  whale  offered  no  objection.  Here 
is  how  it  happened : 

Through  Telautograph,  Briskin 
started  acquiring  Arden-Mayfair 
stock  in  mid-1969.  At  the  same  time, 
Briskin  hired  an  old  friend  of  his, 
Albert  J.  Crosson,  awa\'  from  his 
$l()(),()()0-a-year  job  as  marketing 
vice  president  of  the  Hunt-\\'esson 
Foods  division  of  Norton  Simon,  Inc. 
By  the  end  of  1969,  Tehuitograph 
controlled  216,000  shares,  about  1% 
ol  tho.se  outstanding.  Meanwhile,  a 
do.se  friend  of  Cjosson's,  Charles  N. 
Mathcwson,  acquired  6.3,500  shares. 

Crosson's  main  assignment  right 
from  the  begimiing  was  to  make  an 
intensive  study  of  Arden-Mavfair. 
and  what  he  found  was  a  mess,  liter- 
alK  and  figuratively.  The  manaiie- 
nient  was  disorganized.  It  had  run 
through  three  presidents  in  four  vears, 
and  the  turnover  extended  down  the 
line.  Many  of  the  stores  were  under- 
staffed   and   dirty    While   competitors 


DetaWs.  If  Arden-Mayfair  is 
to  recover  from  years  of  lop- 
level  turmoil,  its  new  man- 
agers must  develop  a  touch  for 
the  seemingly  minor,  store-by- 
store  details  of  supermarketing. 


had  gone  to  discounting  and  shorter 
hours,  Arden-Mayfair  had  stuck  to 
stamps  and  high-price,  24-hour  stores. 
Discount  competitor  Lnck\'  Stores' 
sales  had  increased  bv  100?  between 
1967  and  1969,  while  Arden-May- 
fair's  were  going  up  only  5'L  Arden- 
Mayfair's  eann'ngs  were  on  a  Yo-Yo: 
$1.76  a  share  in  1965;  minus  7  cents 
in  1967;  76  cents  in  1968;  32  cents 
in  1969.  The  company  had  no 
image,"  says  Crosson.  "Lucky's  image 
was  di.scoimt;  Von's  was  quality. 
What  was  Mayfair's?"  Small  wonder 
that  prox\'  fights  and  rowdy  stock- 
holder meetings  were  a  connnon  oc- 
currence at  Arden-Mayfair. 

Armed  with  (Crosson's  information— 
and  with  his  7!?  of  the  stock— Briskin 
went  to  Chief  Exectitive  Officer  Lu- 
ther Anderson  in  December  and  told 
him  that  he  wanted  representation  on 
the  board.  Anderson  didn't  object,  nor 
did  the  other  directors.  They  didn't 
own  more  than  a  handful  of  shares 
th(MnseKes.    and    besides,    they    weie 


tired  of  fighting  with  stockholders, 
tired  of  proxy  fights. 

In  January  1970  Briskin,  Crosson 
and  Mathewson  joined  the  board. 

Anderson,  then  72,  decided  to  re- 
tire. He  had  no  obvious  successor. 
The  board  appointed  a  committee  of 
five  outside  directors,  including  Bris- 
kin and  Mathewson,  to  pick  one.  They 
picked  Crosson,  whose  study  of  Ar- 
den-Mayfair for  Briskin  had  given 
him  such  detailed  knowledge  of  the 
company  that  everyone  agreed  he  was 
the  obvious  choice. 

In  December  Arden-Mayfair  laid 
out  $12  million  worth  of  stock  for 
Briskin's  little  Telautograph,  which  bv' 
then  owned  12?  of  A-M.  At  the  meet- 
ing to  approve  the  merger  a  stock- 
holder asked,  "Isn't  this  just  a  bail- 
out for  Telautograph  stockholders?" 
But  the  question  didn't  stop  the  merg- 
er from  going  through.  Briskin  now 
personally  owns  some  $2  million  worth 
of  Arden-Mayfair  stock.  Right  after 
the  merger  meeting,  the  board  elected 
Briskin  chief  executive  officer,  putting 
him  above  Cros.son,  who  became  chief 
operating  officer.  And  there's  a  Runor 
that  Telautograph  equipment  will  he 
installed  in  Mayfair  markets,  but  Bris- 
kin denies  it. 

Problems,  Problems 

So  now  the  question  is:  Can  Bris- 
kin make  Arden-Mayfair  profitable  as 
well  as  big?  It  won't  be  easy.  Cros.son 
was  a  hotshot  at  Hunt-Wesson,  but 
now  he's  on  the  other  side  of  the 
counter;  the  supermarket  business  re- 
quires an  expertise  of  its  own.  Cros.son, 
moreover,  has  been  having  trouble 
finding  good  supermarket  executives. 
Arden-Mayfair's  dairy  division,  while 
now  the  most  profitable  part  of  the 
company,  is  still  a  commoditv  busi- 
ness with  little  chance  to  improve. 
Many  of  the  stores  need  expensive 
face-lifts.  The  52-store  division  in 
Washington  and  Oregon  is  losing  mon- 
ev'.  Overvalued  fixtures  and  badlv 
written  leases  make  it  costly  to  close 
down  the  money-losing  stores.  The 
trouble  is,  says  Crosson,  that  about 
two-thirds  of  the  stores  were  hap- 
liazardK  acquired  rather  than  built. 
"If  a  guy  in  Oregon  had  five  stores  to 
sell,  three  good  ones  and  two  dogs, 
A-M  got  stuck  with  the  lot,"  he  sav  s. 

One  good  sign:  Crosson  filled  sev- 
eral kev  positions  with  executives  from 
Hunt-\\'esson  Foods,  which  has  a  rep- 
utation as  an  aggressive  marketer.  He 
also  improved  Arden-Mayfair's  cash 
position.  And  earnings  per  share  have 
inched  up  to  about  55  cents,  vs.  only 
5  cents  in  1970. 

So  Briskin  is  in  the  big  leagues  now. 
lint  he's  learning  the  hard  way  that 
running  a  big-league  company  means 
facing  big-league  problems.   ■ 
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"The  Sikorsky  Skycrane® 
Why  didn't  I  think  of  it  in  the 
first  place! 

We  needed  a  crane  big  enough 
to  lift  two  16,000  lb.  transformers 
onto  a  very  wide  roof. 

But  I  was  worried  that  a  regu- 
lar mobile  crane  couldn't  place 
the  transformers  on  their  pad 
without  having  to  roll  them 
across  the  roof.  Which  could 
damage  the  roof. 

Well,  it  didn't  take  me  long  to 
find  a  Sikorsky  agent  once  I  saw 
that  ad. 

The  Skycrane  not  only  did  the 
job,  it  cut  the  installation  from 
4  days  to  13  minutes. 

Funny. . .  it  never  crossed  my 
mind  to  use  the  Skycrane,  until 
it  jumped  out  of  an  ad  at  me." 


Before  you  cast  your  '72 
ad  budget  in  bronze, 
consider  this: 

1 972  is  shaping  up  as  a  year 
of  opportunity. 

A  $1 00  billion  GNP  advance 
seems  not  only  possible— but 
Drobable. 

Most  economists  look  for  an 
upsurge  in  consumer  spending. 

And  business,  heartened  by 
the  investment  tax  credit,  could 
raise  capital  spending  by 
$7  billion. 

The  chips  are  on  the  table. 

Advertising  can  supply  the 
competitive  advantage— either 
for  you  or  your  competitors. 

it's  the  moment  of  truth. 


'Show  me  the  figures,  Charlie." 

To  a  measurement-conscious 
management,  it's  an  agonizing 
moment.  A  real  headache. 

You  know  advertising  is  a  help 
—but  how  much  of  a  help? 

You  know  it  can  increase 
awareness,  or  change  attitudes— 
ind  there  are  figures  to  prove  it. 

But  what  about  sales? 

Can  business  advertising 
ncrease  sales?  And  how  much? 

Well,  tracing  sales  to  ads  may 


be  relatively  simple  in  the 
package  goods  field.  But  not  in 
business  advertising. 

Not  when  lead  time  in 
industrial  buying  stretches  into 
months— even  years. 

Not  when  your  customer  might 
require  a  lengthy  study  before 
making  his  decision. 

It's  pretty  hard,  when  the 
sale's  finally  made,  to  trace  it 
back  to  an  ad. 

Especially  with  so  many  other 
factors  operating— like  price, 
availability,  quality,  delivery, 
service. 

It's  a  far  cry  from  deciding 
between  two  detergents  at  690. 

Measuring  the  effectiveness  of 
business  advertising  requires  ex- 
tremely sophisticated  techniques. 

Like  the  methods  pioneered  in 
the  Morrill  Study. 

They  demonstrate,  for  the  first 
time,  that  business  advertising 
makes  your  salesmen  more 
effective— and  actually  lowers 
your  cost  of  selling. 

But  facts  and  figures  aren't 
the  only  kind  of  testimony. 

Not  just  facts  and  figures, 
but  names  and  faces. 

We're  going  to  present  the 
testimony  of  men  like  Mr.  Cheche. 

Chairmen,  Presidents,  Vice 
Presidents— men  high  up  the 
ladder  who've  had  a  real  influ- 
ence in  purchases. 

And  make  no  mistake  about  it 
—the  man  who's  worrying  about 
the  bottom  line  is  at  the  bottom  of 
the  big  purchases. 

And  he's  not  just  approving 
the  money— he's  selecting  the 
supplier. 

And  here,  if  you  don't  mind, 
are  some  figures. 


We  speak 

to  the  man  in  charge. 

The  men  we're  talking  about 
aren't  easy  to  see. 

Ask  any  salesman. 

But  if  they  aren't  sold,  they  can 
undo  all  the  groundwork  your 
salesman  has  done. 

And  all  the  "yeses"  could  add 
up  to  a  final  "no". 

Advertising  to  management 
can  make  the  sale  easier,  every 
step  of  the  way.  It  can  take  you 
right  to  the  top. 

Let  your  salesmen  call  on  the 
men  they  can  easily  see. 

And  let  us  get  you  a  regular 
appointment  with  the  man 
in  charge. 

We'll  put  you  right  in  his  lap. 

Think  it  over. 

It  could  be  the  move  that  really 
gets  things  rolling  in  '72. 


^BusinessWeek^ 


Forbes 


Fortune 


Time 


Newsweek 


vU.S.News  ^R^P%^y 


Make  a  regular 

appointment  with 

management. 


In  over  2/3  of  purchase  decisions  studied, 
executives  at  the  V.  P.  level  or  higher  were 
involved  in  supplier  selection.  Purchases 
ranged  from  $2000  to  $13  million. 


Coming  attractions 

Next  month  we'll  present  another 
documentary  study  of  the  way  ad- 
vertising influenced  a  sale,  featuring 
a  key  executive.  Don't  miss  it. 


The  Money  Men 


Wings  of  Paper 


It's  1967.  You're  a  bright  young 
money  man,  eager  for  action  and  a 
shot  at  the  chief  executive's  title. 
You're  offered  the  job  of  chief  fi- 
nancial officer  at  a  well-known  blue 
chip  coiporation  with  a  very  big 
money  problem.  The  company 
plans  to  invest  over  $1  billion  in 
equipment  alone  over  the  next  five 
years,  but  its  earnings  prospects 
are,  at  best,  marginal. 

That's  only  part  of  the  problem. 
The  company  is  already  highly 
leveraged  with  a  debt-equity  ratio 
of  1.7  to  1;  its  earnings  are  seasonal 
and  quite  sensitive  to  economic 
downturns;  it  is  in  a  highly  com- 
petitive service  industry  that  is 
both  capital  intensive  and  labor  in- 
tensive; and  it  is  also  closely  regu- 
lated by  the  Federal  Government. 
In  short,  it  is  an  airline. 

Airlines  were  the  least  profitable 
of  the  29  major  industry  groupings 
surveyed  in  the  Forbes  Annual  Re- 
port on  American  Industry  {]an. 
1 ) .  Yet  they  are  faced  with  one  of 
the  biggest  money-raising  tasks. 

What  is  it  like  being  financial 
vice  president  of  a  major  airline 
these  days?  To  find  out,  Forbes 
paid  a  visit  to  the  Manhattan  of- 
fices of  Eastern  Air  Lines  and 
Trans  World  Airlines.  At  2.5%  and 
2.7%  respectively,  they  have  the 
lowest  five-year  return   on  capital 
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of  any  of  the  Big  Five  airlines  ( Pan 
Am,  American,  United,  Eastern  and 
TWA).  In  addition,  both  are  heavi- 
ly committed  to  Lockheed's  ailing 
1011  jet. 

Eastern's  financial  boss  since 
1967  has  been  Charles  J.  Simons, 
54,  just  promoted  to  executive  vice 
president.  He's  a  restless  man  who 
can't  remain  seated  for  long  and 
who  sometimes  speaks  in  short 
bursts  like  a  machine  gun. 

What  is  the  critical  difference 
between  a  superior  coiporate  mon- 
ey man  and  a  merely  competent 
one?  we  asked.  "Timing  and  plan- 
ning," Simons  replied,  rising  at  once 
from  his  chair.  "You  want  to  know 
all  your  cash  requirements  five 
years  out  at  a  minimum,  and  have 
all  your  financing  options  planned 
out  so  you  can  take  advantage  of 
short-term  changes  in  the  market. 

"Give  you  an  example  of  what  I 
mean,"  he  went  on.  "In  1969  we 
know  we're  going  to  have  to  lease 
some  more  aircraft  in  the  early 
Seventies.  So  one  of  the  financings 
we  plan  is  an  $80-million  con- 
vertible debenture  offering.  Assum- 
ing we  can  convert,  that  will  add 
$80  million  to  our  equity  base  and, 
given  our  aUowable  1.5  to  1  debt/ 
equity  ratio,  that  will  mean  we  can 
add  $120  million  to  our  long- 
term  debt. 

"That  combined  financing  would 
get  us  out  from  under  our  loan 
agreements  which  restricted  our 
leasing  to  between  30%  and  33%  of 
our  fleet.  Okay?  Well,  it  looks  like 
the  market  may  improve  so  we 
have  our  offering  January  1970. 
Now  we  never  intended  to  keep 
this  convertible  as  part  of  our  long- 
term  debt,  since  we're  paying  8%  on 
it,  or  $6.4  million  a  year  in  inter- 
est. So  when  the  price  of  our  com- 
mon rose  to  around  25,  comforta- 
bly above  the  conversion  price  of 
15i^,  we  forced  the  conversion. 
That  now  puts  us  in  a  position 
where  we  can  look  at  a  leasing  of 
$250  million." 

Leasing  was  crucial  to  Eastern, 
he  explained,  because  of  the  in- 
vestment tax  credit  reinstatement 
act.  Most  major  airlines  had  little 
or  no  profits  and  so  couldn't  use  the 
tax  credit;  but  potential  lessors 
could.  Thus  the  $80-million  con- 
vertible ofl^ering  would  get  Eastern 
$250  million  worth  of  airplanes. 

Why  con\  ertibles?  we  asked. 
Why  not  straight  debt? 

"We  asked  Smith,   Barney,   our 


54 


investment  bankers,  whether  they 
felt  we  should  try  a  straight  stock 
offering  or  a  convertible  sometime 
around  December  1969,"  Simons 
replied;  walking  back  and  forth 
now.  "Their  judgment  was  that  a 
straight  stock  offering  would  de- 
press our  stock  and  that  we  should 
tiy  a  convertible.  And  they  priced 
the  interest  rate  for  us.  They  have 
a  feel  for  whether  77a  will  do  it  in 
a  competitive  market  or  whether 
you  want  to  reach  for  8)8  and  at- 
tract all  the  money  you  want. 

"Then  came  the  money  crisis  of 
December  1969.  We  had  to  with- 
draw because  the  market  at  that 
point  just  wasn't  going  to  sustain 
it.  Which  is  something  you  don't 
like  to  do— it's  not  a  position  of 
strength.  We  decided  to  try  again 
in  January,  but  we  had  only  a  few 
institutions  lined  up.  Smith,  Barney 
said,  'Maybe  you  ought  to  wait  a 
little  longer  and  get  more  of  them.' 

"Well,  when  that  happens,  it's  a 
question  of  how  strong  you  feel.  I 
made  the  decision,  with  the  sup- 
port of  my  board,  that  we  were  go- 
ing to  go  forward  and  sell  this 
thing.  For  one  thing,  we  were  con- 
fident that  operating  earnings  were 
going  to  come  through  for  us— 
which  they  did.  Well,  we  happened 
to  be  right.  The  issue  was  gob- 
bled up  by  individual  investors, 
the  Merrill  Lynch  type  of  distribu- 
tion. And  instead  of  trying  to  con- 
vince people  to  buy  some,  I  was 
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NOW  YOU  CAN  SHARE  IN 

HAWAII'S  BEAUTIFUL 

MAKAHA  VALLEY 


OAHU 


One  of  the  fastest-developing 
^reas  on  Hawaii  s  main  island 
of  Oahu  is  the  leeward 
S^akaha  Valley.  For  very  good 
reasons.  While  less  than  an 
hours  drive  from  vibrant 
iowntown  Honolulu,  Makaha 
reflects  the  leisurely  life- 
style of  an  earlier  Hawaii 
More  than  anything  else,  it 
ike  a  trip  to  a  secluded  Outer 
Island  without  the  inconven- 
ience, extra  time,  and  cost  of 
an  inter-island  flight.  The 
imate  is  soft,  air  conditioned 
by  the  tradewinds  Rimmed 
by  the  open  Pacific  and  the 
isades  of  the  Waianae  range. 
lis  valley  is  perhaps  the  most 
beautiful  in  all  of  Hawaii   A 
prominent  Honolulu  novelist 
has  called  Makaha  "the 
splendid  experience!  Now 
its  an  experience 
you  can  share. 


Hawaii's  a  nice  place  to  visit, 

but  It  s  a  better  place  to  live 
Thousands  are  discovering 
this,  and  settling  in  the 
Islands  for  careers,  for  re 
tirement  or  both   The  result 
has  been  spectacular  growth 
with  opportunity  to  match 


Pearl  Ridge  Shopping  Center 
„       ,r.  University  "I  Hdwdii  I 

Pearl  City  «»      hq^qlULU.,    ^ 

NTERNATIONAL  AIRPORT 
WAIKIKI 


Makaha  Valley  Apartment 
Homes  are  designed  to 
provide  the  ideal  resort 

ving  atmosphere,  whether 
It  is  a  second  home,  retire- 
ment home,  or  a  year- 
round  residence.  These 
luxurious  apartments  are 
priced  from  $27,000  to 
$3b,900,  with  easy  terms 
and  excellent  financing. 


Nearby  Makaha  Inn  resort 
facilities  are  available  to  all 
Makaha  Valley  apartment 
owners  and  residents. 
They  include  Hawaii's  only 
36  hole  championship  golf 
course,  tennis  on  Astro- 
Turf  courts,  horseback 
riding  and  surfing,  sailing 
and  skin-diving  at  world- 
famous  Makaha  Beach 


Sales  Agent: 
Walker  &  Lee  Real  Estate 

kaha  Valley  Apartment  Homes  is  a  leasehold  deveiupnient  by  Makaha  Valley, 
Inc.,  a  company  formed  by  Capital  Investment  of  Hawaii,  Inc.  and 
Weyerhduser  Family  Associates. 

William  L   Pereira  «.  Associates,  one  ot  the  most  respected  land  planners 

in  the  world  (his  works  include  the  80  000  acre  Irvine  Ranch  in  Orange 

Countvi.  developed  the  land  plan  and  .1..  hitecture  at  Makaha 


Whether  as  a  home  or  a  vacation  retreat,  Makaha  Valley  Apartment 
Homes  present  an  attractive  opportunity  To  find  out  more  about 
Makaha  Valley,  the  Apartment  Homes  and  the  spec  lal  Makaha 
vac  ation  packages,  take  a  few  minutes  to  mail  the  cou|)on  bcHow 
It  could  be  time  well  spent 

Walker  &  Lee  Real  Estate 
1477  S.  Manchester 
P.  O.  Box  3698 
Anaheim,  California  92803 

please  send  me  the  fullov\ing 

□  Makaha  Valley  Apartment  Home  brochure. 

□  Makaha  Inn  Deluxe  golfer  vacation  plan,  6  day/5  night,  $195.00 
plus  airfare  per  person  (double  occupancy) 

□  Makaha  Apartment  Home  v.  cation  plan.  6  day/5  night,  $99  00 
plus  airfare  per  person  (double  occ  upancy). 

NAME 

ADDRESS 

CITY STATE.. 
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William  Mason, 

President  of  The  Irvine  Company,  has  said, 

"We  dont  need  to  build  parks  in  cities. 

We  need  to  build  cities  in  parks'/ 

And  thafs  just  what  he  did. 


i 


William  Mason  and  The  Irvine  Company  started  from  scratch 
a  big  green  park  by  the  sea  in  Southern  California. 
Right  in  the  middle  they're  building  a  city.  A 
real  city.  With  all  the  good  things  cities  have. 
A  dov\^ntown  for  big  business  and  finance. 
A  truly  complete  shopping  center.  Beautiful 
residential  areas.  Extensive 
recreational  facilities.  All  the  good  things. 

And  none  of  the  bad.  No  smog.  No  congestion.  No  haphazard 
development.  No  poorly  planned  traffic  patterns.  No  lack  of  space  for  business 
expansion.  No  parking  problems.  No  commuting  problems.  Not  even  any 
bad  weather  to  speak  of. 

Because  William  Mason 
and  The  Irvine  Company 
are  doing  it  right.  Under 
the  tight  control  of  an 
overall  long-range  master 
plan.  So  the  city  in  the 
park  will  improve  with 
age,  not  deteriorate. 

This  is  not  a  dream. 
This  is  reality.  It's  called 
Newport  Center.  It's  as 
big  as  64  city  blocks. 


With  master-planned  facilit 

commercial,  financial,  resid 

civic,  medical,  insurance,  enti 

meat,  and  recreational  activiti 

surrounded  by  the  120-squar 

world  of  Irvine  —  the  largest 

pletely  planned,  privately  fin; 

development  in  the  world. 

cated  in  the  fastest  growing  ( 

in  Ar 

Urban  planners,  national  1 

and  official  representative 

countries  all  over  the  world  have  visited  Newport  Center  to 

the  development.  Their  overwhelming  reaction  is  this:  Newport  Center 

most  convenient  and  most  beautiful  environment  for  living, 

working,  shopping  and  recreation  in  the  world. 

Avco  Financial  Services,  Bank  of  America,  Union  Bank,  Pacific 
Mutual  Life  Insurance  Company,  and  other  business  giants  from  all 
over  the  country  have  opened  headquarters  or  branch  offices  in 
Newport  Center.  Their  unanimous  reaction  is  this:  Newport  Center 
is  the  major  developing  business  center  of  the  nation. 

There's  no  .Joubt  about  it.  Newport  Center  is  the  place  to  be. 
About  300,000  square  feet  of  office  space  in  Newport  Center's  ultra- 
modern Union  Bank  Building  is  available  for  your  inspection 
right  this  minute. 

Tear  out  this  page  and  give  it  to 
your  secretary.  Tell  her  to  write  for  complete 

and  detailed  information  on  Newport  Center. 

And  visit  us.  People  who  see  Newport  Center  for  the  first 

time  often  experience  a  strange  feeling.  Like  they' 
been  seeing  things  backward  all  their  lives. 

Write  to  Mr.  Claude  Keyzers,  Commercial  Leasing,  | 
Irvine  Company,  550  Newport  Center  Drive,  Newport 
California  92660.  Phone  (714)  644-3368. 
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Builders  of  Tomorrow's  Citiesi 


CREATING  A  BETTER  ENVIRQNM_ENTi 


The  Money  Men 


having  people  calling  me  and  ask- 
ing   if    they    couldn't    get    more." 

Not  bad,  we  thought,  for  a  com- 
pany that  has  been  in  the  red  sL\ 
years  out  of  the  past  11. 

We  thought  about  that  on  the 
\\a\'  across  town  from  Eastern's 
Rockefeller  Plaza  offices  in  New 
York  to  JW.K  headquarters  on  39th 
Street  and  Third  A\enue.  At  least 
Eastern  had  showii  a  small  profit 
in  1970  and  had  thus  been  able  to 
force  con\ersion  in  the  spring  of 
1971.  What  happened  to  TWA's 
financing  plans  when  word  got 
around  that  it  had  lost  S98.8  mil- 
lion pretax  in  1970? 

We  found  Ed  Meyer,  a  clear- 
eyed,  intense  man  who  had  been 
promoted  to  senior  vice  president- 
finance  from  vice  president-control- 
ler last  April,  sitting  erect  in  a  cor- 
ner office  at  TWA,  busily  shuffling 
through  a  pile  of  memos  and  re- 
ports. Charlie  Simons  and  he  were 
colleagues  from  way  back,  he  told 
us.  They  had  worked  together  at 
Eastern  until  1968,  when  Meyer 
had  switched  to  the  airline  Howard 
Hughes  made  famous. 

"It's  the  most  exciting  thing  I've 
ever  done,"  Meyer  started  off  about 
his  new  job.  "It  wasn't  until  the 
fall  of  1970  that  we  realized  we 
were  going  to  lose  S64  million  af- 
ter tax,  almost  $100  million  pretax. 
That  blew  our  surplus  financial 
cushion  from  the  $150-million  con- 
vertible offering  we  did  in  early 
1969.  We  had  been  negotiating 
some  financings  at  the  time  but  it 
became  very  difficult.  Two  of  them 
we  had  to  withdraw,  and  the  in- 
dustrial revenue  bonds  for  airport 
improvements  in  Los  Angeles  and 
Kansas  City  we  had  to  postpone." 

The  big  loss  was  largely  the  con- 
sequence of  a  bad  decision,  we 
learned.  Explained  Meyer:  "We 
hadn't  cut  back  our  employment, 
.  gambling  on  a  pickup  in  our  peak 
season  of  June  through  August, 
but  by  fall  we  knew  it  wasn't  go- 
ing to  happen,  so  we  started  to 
cut  back  severely." 

That  was  just  a  few  months  be- 
fore you  took  over,  wasn't  it?  we 
asked.  What  did  you  do? 

"Well,  we  just  got  caught  there 
and  really  couldn't  do  anything," 
Meyer  replied.  "We  got  stuck  with 
a  9%  coupon  on  an  industrial  reve- 
nue bond— a  tax-free  municipal 
bond,  which  I'm  still  smarting  from. 
That  was  up  from  maybe  &A%  be- 
fore the  news  of  our  loss  came  out." 


The  loss  meant  that  TWA  was 
unable  to  convert  the  $150  million 
debt  issue  into  equity  when  it  most 
needed  to. 

"Convertible  financing  can  be  a 
trap,  no  question  about  it,"  said 
Meyer.  "Ours  was  in  early  1969 
with  a  conversion  price  of  54.  We're 
now  selling  around  42  and  we've 
been  a  lot  lower  than  that.  But 
remember,  we  did  raise  $150  mil- 
lion that  we  badly  needed,  at  5%, 
when  our  long-term  borrowing  cost 
was  8%-9%.  And  because  it  was 
bigger  than  absolutely  necessary, 
it  provided  the  necessary  safety 
valve  for  our  $100-million  loss." 

Did  the  situation  ever  get  so  bad 
that  TWA  could  use  it  in  bargain- 
ing with  its  creditors?  we  asked. 
Did  you  ever  tell  them  if  they 
didn't  go  along  with  you,  they'd 
end  up  sitting  behind  the  controls 
of  14  or  so  747s? 

"You  don't  have  to,"  said  Meyer 
firmly.  "It's  a  specter  everybody 
recognizes.  We  had  to  take  five 
747s  and  five  727s  this  year.  We 
wanted  to  lease  three  of  those  747s, 
but  we  were  already  leased  up  to 
a  third  of  the  book  value  of  our 
aircraft  fleet.  So  we  had  to  go  back 
to  the  institutions  to  get  a  waiver. 
That  took  a  lot  of  negotiating,  since 
there  were  roughly  37  banks  and 
as  many  insurance  companies. 

"What  in  effect  we  did  was  to 
accelerate  some  of  the  payments 
as  a  way  of  getting  money  back  to 
them  to  reinvest  at  higher  interest 
rates.  It  didn't  raise  our  effective 
interest.  I  showed  them  our  finan- 
cial picture  and  said  if  you  want 
to  force  something  more  onerous 
on  me,  then  I'm  liable  to  be  sitting 
right  here  two  years  from  now  and 
you're  going  to  have  to  deal  with 
the  problem  then— only  it'll  be 
much  worse." 

Meyer  went  on  to  say  that  he 
was  well  along  in  his  liquidity- 
building  program  and  that  if  he 
could  produce  a  cash  flow  through 
1975  that  didn't  depend  on  earn- 
ings and  didn't  use  any  of  TWA's 
$250-million  revolving  bank  credit, 
then  he  would  feel  he  was  in  rea- 
sonably good  shape.  How  close  was 
he  to  doing  that?  we  asked. 

"Right  now,  within  about  $145 
million,"  he  said. 

Meyer  makes  it  clear  that  TWA 
isn't  yet  home  free.  It  will  need 
higher  fares. 

"The  CAB  must  let  us  have  prof- 
itability. We're  at  the  point  where 


Did  you  hear 

the  one  about 

the  farmer's 

daughter? 
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It's  no  joke.  Our  cuslomers  come 
to  us  with  scripts  or  recordings  on 
a  wide  variety  of  saleable  subjects. 
Like  language  instruction.  Litera- 
ture. Dance  instruction.  Sightsee- 
ing. Education.  Music.  Auto  repair. 
How  to  do  just  about  anything. 
And,  of  course,  comedy. 

We  tape  these  scripts  or  record- 
ings onto  cassettes  or  8-track  car- 
tridges for  them.  And  we  can  do  it 
for  your  material.  In  quantities  of 
100  to  a  million. 

The  quality  of  our  reproduction 
is  excellent.  So  you'll  have  no  prob- 
lems or  returns.  The  cost  is  eco- 
nomical. Allowing  a  good  profit 
margin.  And  since  it  only  takes  a 
few  days  for  delivery  you  can  plan 
your  distribution  carefully. 

We're  a  division  of  North  Amer- 
ican Philips.  So  we've  got  the  best 
material  and  reproduction  equip- 
ment.-Plus  the  experience  to  satisfy 
the  most  demanding  requirement. 

For  complete  details,  write  or 
call:  Dubbings  Electronics,  1305 
S.  Strong  Ave.,  Copiague,  N.Y. 
11726,  (516)  226-6000. 


P))DUBBIIMGS 
ELECTROIMICS 

A  DIVISION  OF 

NORTH  AMERICAN  PHILIPS 

CORPORATION 


Panhandle 
Eastern 

Pipe  Line  Company 
Houston,  Texas  77001 

Quarterly  Dividend 
450  per  Common  Share 

Payable  March  15, 1972 
Record  February  29, 1972 
Declared  January  26, 1972 

CyrilJ.  Smith 
Secretary 
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For  just  $1  we'll  send  you 

the  next  2  issues  of  that 

expensive  newspaper  the 

wall  street  professionals  read! 


Thousands    of    professional    money    managers —  ' — 

brokers  and  dealers,  corporate  financial  execu- 
tives, bank  and  trust  company  officers,  mutual, 
pension  and  welfare  fund  officials,  investment  ad- 
visors and  consultants — receive  THE  WALL  STREET 
TRANSCRIPT  every  Monday.  They  knov/  that  THE 
TRANSCRIPT  is  the   biggest  publication   bargain        4^^^ggg||jg|||gHBMMBfcs-aS 

Tremendous  scope  and  quality — about  70  pages  each  week — conveniently  indexed.  Company 
analyses  (about  2,000  yearly),  chart  and  technical  reports  (at  least  1,500  annually),  industry  surveys 
(about  300) — all  from  leading  brokers  ond  analysts — the  recognized  professionals  from  coast  to  coast. 
(The  Transcript  itself  gives  no  investment  advice.)  There's  also  management  reports  to  security  analysts 
societies,  "ROUNDTABLE  DISCUSSION  PANELS,"  v^riteups  on  new  issues — and  much  more  news 
and  information. 

See  for  yourself  why:  The  world's  most  expensive  weekly  newspaper 
is  the  world's  least  expensive  weekly  ne>vspaper! 

Our  readers  find  us  quite  valuable.  We  think  you  deserve  on  opportunity  to  decide  for  yourself.  That's 
why,  to  acquaint  you  with  the  valuable  materia!  appearing  this  week  and  every  week  in  THE  WALL  STREET 
TRANSCRIPT,  we'd  like  to  send  you  the  next  2  issues  (a  $20  newsstand  value)  for  only  $1 .  You'll  probably 
find  enough  reasons  in  the  70  pages  or  so  to  wonder  why  you've  been  without  THE  WALL  STREET 
TRANSCRIPT  this  long.  Simply  fill-in  and  clip  the  coupon  below  to  your  company  or  personal  letterhead 
or  card  and  moil  it  to  us  with  $1. 


THE  WALL  STREET  TRANSCRIPT,  54  Wall  St.,  New  York,  N.Y.  10005 

$1  enclosed   Please  send  me  the  next  2  issues  of  THE  WALL  STREET  TRANSCRIPT. 

Name  (print) 

Address 

City 


F215 


.State. 


.Zip. 


RJReynolds  industries,  ha 


Common  Stock  Dividend 

A  quarterly  dividend  of  62.4  cents  per  share  has  been 
declared  on  the  Common  Stocl<  of  the  Company, 
payable  March  6, 1972  to  stockholders  of  record  at 
the  close  of  business  February  10, 1972. 

WILLIAM  R.  LYBROOK 
Senior  Vice  President  and  Secretary 
Winslon-Salem,  N.  C,  January  20, 1972 

Seventy-Two  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 
Food  Products 
Fruit  Juice  Beverages 
Aluminum  Products 


Packaging  Materials 
Containerized  Freight  Transportation 
International  Petroleum 


EL  DENVERf^  are  quite  the  Fashion 

Hand  Woven  Ties  auite* 


Coasl-lo- 

Coast  in  mariy*       ^_ 

of  the  Finesi  Stores' 

LOS  WIGWAM  WEAVERS 

1073  Santa  Fe  Drive  •  Denver,  Colo.  80204 
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The  Money  Men 


we  have  exhausted  our  sources  of 
financing.  We've  pushed  our  ratios 
up  to  the  breaking  point.  We  have 
to  have  profits,  for  there  are  not  a 
lot  more  rabbits  that  are  going  to 
be  pulled  out  of  the  hat." 

What  about  Senator  Vance 
Hartke's  (Dem.,  Ind.)  proposal  to 
extend  government  loan  guarantees 
to  airlines  as  well  as  to  the  rail- 
roads? we  asked. 

"That  only  worsens  our  prob- 
lems," Meyer  replied  heatedly.  "All 
we're  doing  is  opening  up  another 
source  of  loans— which  doesn't  help 
our  credit  rating— and  all  the  while 
we're  still  losing  money.  What  we 
need  are  profits." 

Profits.  We  thought  back  to  the 
last  question  we  had  asked  Charlie 
Simons  at  Eastern.  Have  the  airlines 
learned  their  lesson  from  their  re- 
cent ruinous  aircraft-buying  binge? 
Or  will  they  simply  compound  the 
error  on  the  Concorde? 

"No  carrier  is  anxious  to  have 
Concordes,"  he  said.  "But  the  Con- 
corde is  being  built  by  two  govern- 
ments that  control  two  airlines: 
BOAC  and  Air  France.  Can  TWA 
and  Pan  American  face  the  market 
impact?  Will  the  marketing  guy 
who  has  $400  million  or  so  coming 
from  routes  across  the  Atlantic  say, 
'I  can  expose  that  much  of  my 
company's  revenue  on  the  gamble 
that  the  public  won't  accept  it.'  I 
say  he  won't.  What  would  happen 
to  our  market  in  San  Juan  if  Pan 
American  could  say,  'Fly  with  us  to 
San  Juan  in  an  hour.  Why  go  in 
those  old  planes  in  three  and  a  half 
hours?'  What  will  happen  is  a  dom- 
ino effect." 

We  asked  Ed  Meyer  the  same 
question:  Have  the  airlines  learned 
their  lesson,  or  will  they  snap  up 
the  Concordes? 

"It's  going  to  be  very  diflBcult 
to  resist  buying  those  aircraft  with 
BOAC  and  Air  France  owning 
them,"  he  replied.  "But  I  think 
there  is  some  basis  for  hope.  We 
don't  have  to  go  out  and  buy  100 
aircraft  like  we  did  in  1965.  We 
could  buy  two  or  three. 

"If  we  haven't  learned  our  lesson 
this  time,  then  the  ball  game's  all 
over.  We  cannot  afford  another 
equipment  race— not  any  one  of  us 
—if  we  liope  to  survive  as  private 
enterprises." 

Now  do  you  see  why  the  chief 
financial  job  is  no  longer  regarded 
as  a  dead  end  in  the  airlines  but  as 
a  path  to  the  executive  suite?  ■ 
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All 


special  interest  mai^zines 
are  not  created  equal. 

Your  friendly  neighborhood  newsdealer  is  up  to 
his  elbows  in  special  interest  magazines. 

The  big  one  is  TV  Guide.  We  sell  over  16  million 
copies  every  week,  because  one-fourth  of  America's  adults 
agree  television  is  too  big  and  too  important  to  overlook. 

When  you  think  about  it,  television  has  changed 
our  leisure,  our  politics  and  probably  the  way  we  all  think. 
Writing  about  that  is  as  much  a  part  of  TV  Guide  as  our 


programmmg. 

Editorial  focus  is  subjective  until  you  go  to  market. 
Last  year,  readers  spent  more  money  for  TV  Guide  than 
for  any  other  magazine  in  America. 

Last  year,  for  the  second  year  in  a  row, 
TV  Guide  carried  more  advertising  pages 
than  Life  or  Digest. 


TV 

GUIDE 


TKIANGU  PUBLICATIONS,  INC. 

Sell  with  the  one  that's  selling. 


sources:  ABC,  PIB. 


the  score 


Advertising  Pages  Gains  vs.  Losses 

ONE  YEAR 

1971  vs.  1970 


I.FORBES                     M3.18 

+  4% 

2.  Business  Week         -575.34 

-16% 

3.  Fortune                     -95.66 

-7% 

FIVE  YEARS 

1971  vs.  1966 

1.  FORBES                    +112.90 

+  11% 

2.  Business  Week       -2,496.41 

-46% 

3.  Fortune                    -906.51 

-42% 

neres 
why: 


Without  doubt,  FORBES  is  the 
usiness  magazine  of  today.  In  1971 
e  were  the  only  one  of  the  three 
ading  business  magazines  to  show 
I  gain  in  advertising  pages,  in  spite 
f  the  difficult  year  for  the  economy 
Iso  without  doubt,  the  five-year 
rowth  trend  reflects  the  growing 
//areness  of  the  primary  position  of 
DRBES  in  the  business  publishing 
?ld  today. 

More  efficient. 

In  addition,  FORBES  offers  ad- 
srtisers  more  circulation  per  dollar 
lOn  either  of  the  other  two  major 
usiness  magazines.  FORBES  current 
3st  per  page  per  thousand  circula- 
3n  is  $10.80.  BusinessWeek's  is  $12.22. 
jrtune's  is  $16.07  (and  it  will  increase 
March). 

Top  management. 

No  advertiser  seeking  to  reach 
ip  management  in  America's  largest 
jrporations  will  find  a  better  place 
do  so  than  FORBES.  In  ten  different 
udies  of  corporate  officers  and  top 
lanagement  in  major  corporations, 
ORBES  was  shown  to  be  read  reg- 
ularly by  more  of  the  7213  total  study 
'jspondentsthon  onyof  the  otherfive 
[lagazines  measured.  All  ten  studies 
rere  conducted  during  the  past  five 
ears  by  the  independent  research 
rm  of  Erdos  &  Morgan,  Inc.  and  pro- 
luced  the  following  results  concern- 
jig  regular  readership  by  these 
xecutives: 


FORBES 

70.3% 

Time 

57.9% 

BusinessWeek 

576% 

Fortune 

53.3% 

U.S.  News 

35.0% 

Newsweek 

32.2% 

Almost  2  hours  with  each  issue. 

FORBES'  latest  subscriber  study 
shows  that  the  average  reader 
spends  1  hour  and  59  minutes  with 
this  magazine.  And  these  figures 
hove  been  largely  corroborated  by 
the  1971  Simmons  Study  data  on 
Reading  Days  and  Reading  Time 
which  shows  that  the  overage 
FORBES  reader  spends  105  minutes 
with  each  issue.  This  compares  with 
86  minutes  for  Fortune,  43  minutes 
for  U.  S.  News,  42  minutes  for  Time, 
35  minutes  for  Newsweek,  and  just 
26  minutes  for  Business  Week. 

No  regionals. 

FORBES  does  not  offer  regional 
breakouts  to  advertisers.  We  believe 
there  is  nothing  regional  about  the 
interests  or  influence  of  top  manage- 
ment in  major  corporations.  In  cor- 


porations of  this  caliber,  there  is 
nothing  regional  about  their  busi- 
ness. In  management  of  this  caliber, 
there  is  nothing  regional  about  their 
thinking. 

Etc. 

There  is  no  doubt  that  the  prog- 
ress of  FORBES  is  the  direct  result  of 
its  editorial  relevance.  No  other  busi- 
ness magazine  does  what  FORBES 
does.  We  tell  the  continuing  story  of 
corporations  in  terms  of  the  top 
management  men  who  give  business 
its  direction. 

Which  is  why  FORBES  alone  of 
the  three  leading  business  magazines 
is  UP  in  advertising. 

Forbes: 

capitalist  tool 


Faces  Behind  the  Figures 


Rich  Uncle  Isn't  Coming 

Look  eastward,  Wall  Street,  look 
to  the  German  banks  and  the  Swiss 
gnomes  and  the  Scottish  trusts.  A 
sign  from  them  and  we'll  have  a 
rip-roaring  bull  market  again.  All 
doubts  will  vanish,  once  the  Euro- 
peans begin  pouring  their  billions 
into  U.S.  stocks.  So  goes  the  refrain 
from  the  hopeful  bulls. 

Forget  it,  says  Hans  J.  Biir,  and 
Biir  ought  to  know:  He's  the  4.5- 
year-old  partner  of  Julius  Biir  &  Co., 
a  huge  and  venerable  Swiss  private 
bank  with  assets  of  550  million 
Swiss  francs  and  with  manage- 
ment supervision  of  over  4  billion 
Swiss  francs.  Says  Biir: 

"Not  even  if  the  U.S.  stock  mar- 
ket goes  up  sharply  this  year  will 
the  Europeans  invest  hea\'il\ .  Oh. 


we'll  do  soine  buying.  But  you'll  be 
able  to  count  it  in  hundreds  of  mil- 
lions, not  the  $2  billion  or  S3  billion 
that  some  people  have  predicted." 

What  about  all  .  those  dollars 
floating  around  Europe  and  jam- 
ming the  vaults  of  the  central 
banks?  "That  money,"  says  Bar, 
"will  mostly  go  into  bonds  issued 
b>  U.S.  firms  abroad.  To  us,  7.5% 
on  fairb  high-grade  corporates 
looks  like  a  better  bu\  than  equi- 
ties where  the  return  ini^ht  be  9% 
but  the  risk  could  be  terrible." 

Biir  thinks  that  the  myth  of  the 
rich  European  uncle  bailing  out  the 
overextended  Wall  Street  nephew- 
grew  out  of  the  Bernie  Cornfeld 
era,  when  the  lOS  apparatus  did 
pour  billions  of  foreign  money  into 
U.S.  stocks.  But  that,  he  thinks, 
was   an   abnormal   situation.    Much 


Bar  of  Julius  Bar  &  Co. 


of  Europe's  equity  money,  burned 
by  both  Cornfeld  and  the  1969-70 
collapse,  has  gone  back  to  its  old- 
er, more  conservative  ways. 

Bar  thinks  the  prospects  for  a 
European  buying  spree  have  re- 
ceded even  further  in  recent  weeks. 
London  and  Frankfurt  and  Zurich 
are  scared  out  of  their  wits  by 
'Nixon's  $40-billion  budget  deficit. 
"It's  incredible,"  Bar  says.  "The  Ad- 
ministration made  poor  policy  de- 
cisions and  lost  revenues  while  ex- 
penses were  soaring.  But  instead  of 
acknowledging  the  situation  and 
pledging  themselves  either  to  re- 
duce expenditures  or  raise  taxes, 
what  do  they  do?  Secretary  Con- 
nalK'  lectures  businessmen  that  they 
ought  to  love  the  deficit. 

"Incredible." 

The  Nixon  deficit,  Bar  says, 
raises  the  risk  of  yet  another  ciu- 
rency  crisis.  "Time  is  running  out. 
There's  a  race  against  time  to  get 
inflation  under  control  before  the 
dollars  start  pouring  out  again. 

"What  happens,"  he  asks  rhe- 
torically, "if  foreigners  simply  re- 
fuse to  accept  any  more  U.S.  dol- 
lars-on  top  of  the  $50  bil- 
lion they're  already  holding?  What 
would  that  do  to  travel  and  tour- 
ism, to  sa\'  nothing  of  internation- 
al trade?" ' 

Biir  is  irked  by  other  aspects  of 
U.S.  policy,  too.  "The  U.S.  chal- 
lenged a  merger  between  two  Swiss 
drug  and  chemical  firms  who  do 
business  in  the  U.S.,  Ciba  and 
Geigy.  The  l^.S.  argument,  since 
withdrawn,  was  they'd  be  \iolat- 
ing  antitrust  laws. 

"Then  you  tvnn  around  and  tell 
ITT  to  divest  itself  of  several  big 
companies  and  take  the  $600-mil- 
lion  proceeds  and  invest  it  abroad. 

"In  other  words,  the  U.S.  exports 
dollars  generated  b\'  its  deficits, 
and  it  exports  dollars  generated  b\ 
its  antitrust  policy. 

"But  we  Europeans  cant  (»i- 
pnrf  dollars  to  expand  in  the  U.S. 
Yoiu'  Coxernment  seems  to  want  it 
both  wa\s." 

Haxing  deli\ered  himself  of  this 
sharp  criticism.  Biir  proceeded  to 
apologize  foi'  it.  He  is,  he  insists,  a 
good  friend  of  the  U.S.  He  attend- 
ed school  and  college  here  and  cut 
his  banking  teeth  at  Wall  Street's 
Brown  Brothers,  Harriman. 

"I'm  sorry  to  say  some  of  these 
things."  he  says,  "but  it's  better  to 
put  them  on  the  table  here  than  to 
grumble  back  in  Switzerland."  ■ 
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Studebaker-Worthington 

reports  on:  m 

Wagner  Electric,  the  Mm. 
"'see  and  stop"  company,  m 
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We  call  Wagner  Electric  Corporation  the  "see  and 
stop"  company  because  for  more  than  70  years 
Wagner  equipment  has  helped  drivers  to  see  clearly 
and  be  seen  and  to  stop  safely.  The  Tung-Sol 
Division  of  Wagner  Electric  makes  sealed  beam 
headlights,  stop  lights,  directional  and  emergency 
flashers. 

The  Wagner  Division  manufactures  components  of 
a  complete  braking  system,  brake  fluid,  tacho- 
graphs for  truck  and  bus  fleets  that  automatically 
record  the  performances  of  driver  as  well  as  vehi- 
cle, and  a  new  disc  brake  system,  and  other  braking 
systems  designed  to  bring  heavy  trucks  to  safer, 
skid-controlled  stops. 


^ublicly-held  companies:  Wagner  Electric  Corporation;  Turbodyne  Corporation: 

-'^'  Corporation.  MLW-Worthington  Limited:  Clarke-Gravely  Corporation; 

■' =    :ieilan  International.  Inc  :  Pan  American  Sulptiur  Company. 

Subsidiaries  and  divisions:  Onan  Corporation;  Worthmgton  Pump  International; 
l/Vorttiington  Compressor  &  Engine  International;  Worthmgton  Service 
Corporation   Schaefer  Corporation;  Gamon-Calmet  Industries.  Inc.;  Studebaker- 
Worthington  Leasing  Corp  ;  Whalite  Manufacturing  Company.  Finserv  Corp. 


The  company  also  produces  electric  motors  and 
other  power  equipment  for  industrial  applications, 
as  well  as  distribution  and  power  transformers 
for  utilities  and  other  users.  Sales  total  over 
$215,000,000  annually. 

And  now  with  its  shares  traded  on  the  American 
Stock  Exchange,  Wagner  Electric  is  part  of  the 
growing,  progressive  Studebaker-Worthington 
group  listed  below. 

We  offer  you  a  detailed  look  at  our  company,  its 
components  and  their  products  through  literature 
available  on  request  to  us  at  530  Fifth  Avenue,  New 
York,  N.Y.  10036. 

A  group  of  companies  on  the  move... 

Studebaker 
Worthmgton 

**       inc. 


Faces  Behind  the  Figures 


Solomon's  Solution? 

John  P.  Fishwick  spends  a  lot  of 
time  nowadays  worrying  about  na- 
tionalization. Not  of  the  Norfolk  & 
Western  Railway,  of  which  the 
Harxard-trained  Virginia  lawyer  is 
chief  executive:  The  N&W  is  one 
of  the  four  big  moneymakers  among 
U.S.  railroads. 

Nor  is  he  worried  about  nation- 
alization of  N&W's  Dereco  subsid- 
iaiy,  built  around  the  old  Erie- 
Lackawanna.  Dereco,  Fishwick 
concedes,  might  have  to  default  on 
some  debt  but  it  could  still  be 
kept  running. 

The  pressure-building  nationali- 
zation that  worries  Fishwick  is 
the  Penn  Central's,  with  which  the 
N&W  system  both  competes  and 
connects.  Even  with  taxes  and  in- 
terest and  leased-line  charges  in 
suspension,  he  says,  the  Penn  Cen- 
tral has  a  major  cash  problem. 
Meanwhile,  January  and  Februaiy 
are  ruiuiing  behind  last  year  for 
the  eastern  roads,  and  big  wage 
hikes  are  just  down  the  track. 

Last  month  Jack  Fishwick  de- 
scribed to  Forbes  a  drastic  but 
imaginative  proposal  for  settling 
the  Penn  Central  problem  within 
the  framework  of  free  enterprise. 

"Penn  Central's  cash  position  is 


Fishwick  of 
Norfolk  &  Western 


growing  critical  again.  The  bond- 
holders will  oppose  any  further 
government  loans  on  a  basis  that 
would  subordinate  their  collateral 
or  dissipate  as.sets.  So  that  leaves 
two  alternatives:  Either  Penn  Cen- 
tral will  stop  operating,  or  the  U.S. 
will  nationalize  in  some  way." 

Here's  Fishwick's  free-enterprise 
alternative:  "Let's  have  a  new  kind 
of     railroad     reorganization.     This 


might  be  modeled  after  the  Urban 
Housing  Act,  where  the  Govern- 
ment buys  up  ghetto  property  and 
sells  it  off  at  low  prices  to  people 
who  will  rehabilitate  it. 

"You  could  have  the  Govern- 
ment move  in  and  condemn  those 
parts  of  the  Penn  Central  that  need 
•  to  be  operated  in  the  public  in- 
terest. Then  you  would  sell  these 
lines  piecemeal  or  as  a  whole  to 
some  of  their  connections,  like  the 
N&W  and  the  Santa  Fe  and  the 
Chesapeake  &  Ohio. 

"The  Government  would  come 
out  whole  because  it  would  get  its 
condemnation  money  back  from 
the  other  railroads.  The  bond- 
holders, the  creditors,  the  stock- 
holders of  the  Penn  Central  could 
fight  for  as  many  years  as  they  like 
over  the  condemnation  money  and 
the  money  from  junking  unneces- 
sary track  and  property.  But  the 
public  wouldn't  be  caught  in  the 
middle  of  the  situation." 

Fishwick  grants  that  this  is  a 
drastic  solution,  but  argues  that  it 
would  (luickK-  get  the  railroad  out 
of  the  courts  and  it  would  preserve 
private  operation.  "Otherwise,  I 
think  you'll  have  pressures  built 
up  for  nationalization.  It's  the  big- 
gest problem  facing  the  railroad 
industrv  todav."  ■ 


Crrrowl! 

Henry  J.  (H.-^nk)  Nave  works  20 
years  at  Cleveland's  White  Motor, 
waiting  for  a  chance  to  become 
chief  executive.  He  gets  the  title  in 
April  1970.  He's  57  then.  It's  his 
great  chance.  Right  away  the 
White  farm  ec}uipment  division 
turns  into  an  unholy  catastrophe 
tliat  drags  the  company'  $19  million 
into  the  red  at  vear's  end  on  sales 
of  S810  million.  ' 

No  way  out  but  to  merge  with 
conglomerate  White  Consolidated, 
thinks  Nave.  The  Justice  Depart- 
ment says  no.  A  few  weeks  later 
tough-talking  White  board  mem- 
ber George  S.  Dively  strips  Nave  of 
his  chief  executive  title,  casts  about 
for  a  suitable  replacement  and 
brings  in  aggressi\c  Semon  (Bun- 
kie)  Knudsen.  With  Kiuidsen  at 
the  helm,  the  fur  really  starts  to  fly. 
One  division  is  sold  oil,  another 
being  restructured  with  clianges  to 
adcct  oxer  1,300  people;  and  pret- 
ty soon  Whites  executive  suite  is 
crawling  with  men  from  Kuud.sen's 


Nave  of  Alack 


days  at  General  Motors  and  Ford. 

It  came  as  no  surprise  when  last 
month  Hank  Nave  resigned  from 
White  to  become  No.  Two  man 
under  old  friend  Zenon  Han.sen, 
62,  at  the  Signal  Cos.'  Mack  Trucks 
subsidiary. 

"They're  not  truck  people,"  Nave 
says  of  Knudsen  and  his  men. 
"Their  thinking  is  different  from 
mine."  In  what  wa\  different? 
"Well,  what  really  triggered  my 
leaving  was  that  Kinidsen  and  1 
completely  disagreed  about  pay- 
ment of  incentive  compensation  to 
dix'ision  heads.  I  mean,  just  because 
corporate  management  makes  mis- 
takes like  the  farm  equipment  disas- 
ter doesn't  mean  that  men  who  do 
outstanding  jobs  like  our  Canadian 
company  should  not  be  rewarded 
out  of  operating  profit  before  the 
extraordinary  write-oH,  does  it? " 

Knudsen:  "No  comment." 

At  Mack  Truck  Nave  says  he 
hopes  to  help  Hansen  restore  the 
growl  to  the  bulldog.  At  White,  the 
board  felt  there  wasn't  enough 
growling  from  Hank  Na\  e.   ■ 
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FOR  TODAYS  ADVENTUROUS  MAN 

IS  ABOUT 


EL  CORDOBES    THE  HIGHEST-PAID  ATHLETE 
PLAYS  THE  DEADLIEST  GAME! 


EXCITING  THINGS 
MEN  ABE  DOING 

EXCITING  MEN 
EXCmNG  THINGS 


The  scope  of  adventure  is  hard  to  pinpoint.  It  includes 
those  big,  bold  traditional  feats— crossing  an  icecap, 
fighting  a  forest  fire,  tracking  a  tiger,  sailing  the  world 
alone.  It  also  includes  less  obvious  activities  'Such  as 
standing  for  a  schoolboard  election  or  attempting  to 
crack  the  code  of  a  human  chromosome.  Explorers, 
mountain  climbers  and  race-car  drivers  are  almost  al- 
ways adventurous  men,  so  are  fishermen,  clowns  and 
truck  drivers.  What  distinguishes  them:  a  distaste  for 
the  boredom  of  endless  routine. 


Cuban  Guerrillas  In  The  G/ades 


TRUE  Magazine  is  the  adventure  of  Today— of 
the  outdoors,  of  challenges,  of  conflict,  of  man 
against  the  odds,  of  man  against  himself.  TRUE 
Magazine  involves  and  addresses  itself  to  its  read- 
er's interests  and  concerns.  Keep  informed,  be 
involved  and  read  TRUE  Magazine— the  unique  Maga- 
zine combining  your  interests  and  concerns  into  a 
full  size  package  of  personal  reading  pleasure.  Re- 
member .  .  .  TRUE  Magazine  is  the  perfect  gift  that 
keeps  giving,  every  month,  all  year. 


Now  is  the  time  to  guaran- 
tee your  own  personal  or  gift 
copy  of  TRUE  Magazine 
by  completing  the  coupon. 

12  full  months  of  TRUE 

only  $7.00! 

or 

6  full  months  of  TRUE 

only  $3.50! 

InlheU.S  .  Possessions  and  Canada 


Send  your  order  to: 


FOR  TODAY  S  ADVENTUROUS  WAN 

Fawcett  Building 
Greenwich,  Conn.  06830 


MY  NAME  IS. 

ADDRESS 

CITY 


^ STATE- 


ZIP- 


D   Bill  me  later  for  :  Q  $3.50  6  mos.   D  $7.00  12  mos.  D  $10.50  18  mos.  Q  $14.00  2  yrs. 
(or)   D   I  enclose  $ 


MY  NAME  IS- 
ADDRESS 


CITY_ 


-STATE- 


-ZIP_ 


n   Bill  me  later  for :  D  $3.50  6  mos.    D  $7.00  12  mos.  D  $10. 50  18  mos,    q  $14.00  2  yrs. 
(or)   n   I  enclose  $ F 


Faces  Behind  the  Figures 


Author  Hauser 


Right  Diet  for  a  Rich  Life 

"Do  YOU  want  to  live  100  years  if, 
at  that  age: 

Your  body  will  not  he  racked 
with  aches  and  pains? 

Your  face  will  not  look  like  a 
dried-up  apple? 

You  can  still  be  of  definite  use 
in  the  tvorld? 

Then  come  along  with  me.  I  will 
teach  you  how  to  eat  for  health, 
good  looks,  vitality,  the  joy  of  liv- 
ing. You  need  not  be  old  at  80,  90, 
100." 

Snake  oil?  Don't  be  so  quick  to 
scoft.  Promises  like  that,  made  in 
30  million  copies  of  21  books  over 
five  decades,  have  made  author 
Gay  elord  Hauser  a  very  rich  man. 

Nutrition  was  Mauser's  game 
long  before  the  current  health  food 
fad  hit  the  U.S.  For  him  it  started 
in  1919,  when,  he  claims,  "natural" 
foods  cured  what  doctors  said  was 
a  fatal  illness.  Since  1921  he  has 
spread  his  gospel  through  books, 
lectures,  newspaper  columns,  ra- 
dio and  TV  shows.  It  has  brought 
him  a  life  style  that  includes  posh 
pads  in  Sicily  and  Beverly  Hills, 
friendship  with  the  Beautiful  Peo- 
ple ("the  Duchess  of  Windsor  is  a 
pretty  good  cook  for  her  little 
man"),  a  sizable  personal  staff  and 
a  hefty  investment  portfolio. 

That  success  came  not  simply 
from   popularizing   blackstrap   mo- 


lasses, brewer's  yeast  and  yogurt. 
What  he  really  sold,  in  books  with 
such  magic  titles  as  Look  Younger, 
Live  Longer  and  Be  Happier,  Be 
Healthier,  was  a  slice  of  immortali- 
ty-enough to  make  even  black- 
strap molasses  worth  enduring. 

Hauser  was  the  first  big-time 
•health  food  evangelist.  But  today 
sales  in  health  food  stores  alone  run 
some  $200  million,  and  supermar- 
ket chains  both  large  and  small  are 
beginning  to  add  health  food  sec- 
tions. "When  I  started  talking 
about  yogurt,  the  dieticians  were 
against  it,"  says  Hauser,  who  is 
now  a  zestful  76  years  old.  "But  it's 
becoming  big  business,  and  the 
minute  it  becomes  big  business  it's 
no  longer  bad." 

He  predicts  it  will  become  big- 
ger, that  within  15  years  "every 
market  will  be  a  health  food  mar- 
ket." Won't  the  food  be  expensive? 
"You  can  buy  a  lot  of  oranges  for 
what  you  pay  for  one  day  in  the 
hospital,"  says  Hauser. 

Already  Hauser  is  getting  over- 
tures from  his  old  enemies,  the  food 
processors,  who  want  to  buy  his 
name.  "I'm  a  hot  property,"  he  ad- 
mits, relaxing  in  a  muscle-hugging, 
snakeskin-patterned  shirt  in  his 
poolside  Beverly  Hills  sunroom,  his 
walls  hung  with  paintings  by  Pi- 
casso and  Renoir.  "I  remember  the 
time  when  only  chickens  ate  wheat 
germ."  ■ 


Champagne  Instead  of  Beer? 

Times  change.  Yesterday's  image 
of  the  truck  driver  was  a  two-fisted 
fellow  who  drank  in  rough  dives 
and  didn't  shave  every  day.  To- 
day's? Well,  a  very  .smart  company 
is  going  to  bet  a  good  deal  of  mon- 
ey that  today's  top  truck  drivers 
are  as  luxury-loving,  as  sybaritic  as 
the  rest  of  us.  And  as  prosperous. 

The  company  is  Ryder  System, 
the  $300-million-a-year,  Miami- 
based  truck-leasing  company.  Ry- 
der is  building  a  chain  of  "truck- 
stop"  motels  around  the  U.S.,  com- 
plete with  swimming  pools,  car- 
peted restaurants,  recreation  rooms, 
retail  stores,  gasoline  pumps  and 
truck  maintenance  garages.  The 
motels  and  restaurants  will  be  open 
to  the  general  public,  but  a  special 
24-liour  section  of  the  restaurants 
will  carry  a  sign:  "Professional 
Tmck  Drivers  Only."  The  name  of 
the   chain    of    motels   will    be   un- 


equivocal: Truckstops  of  America. 

"We  foresee  this  as  one  of  the 
biggest  divisions  in  our  company," 
says  dynamic  James  A.  Ryder,  the 
founder-chairman.  Ryder  got  into 
the  business  last  month  when  he 
purchased  a  seven-motel  chain. 
"Right  off,"  he  says,  "we  plan  to 
expand  to  80  stops  covering  the 
country." 

Ryder  has  an  impressive  record 
for  being  right  early  in  the  game. 
Long  ago  he  dropped  general 
trucking  for  the  far  more  profitable 
business  of  truck  leasing;  and  last 
year  Ryder  weighed  in  with  a  re- 
turn of  well  over  30%  on  stockhold- 
ers' equity,  which  puts  it  up  among 
the  outstanding  companies  in  all  of 
U.S.  industry.  There  are  present- 
ly some  700,000  long-distance 
truck  drivers  in  the  U.S.  The  se- 
niors among  them  average  salaries 
of  $16,000  a  year.  The  top  over- 
the-highway  truck  drivers  can  get 
as  much  as  $25,000  a  vear.   ■ 


Ryder  of  Ryder  System 
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Most  successful  businessmen 
got  where  they  are  by  knowing 
something  other  than  business. 


That's  why  The  Fortune  Book  Club  offers  books  not  only 
about  business,  but  about  a  wide  range  of  subjects  relevant  to 
businessmen. 

Take  Without  Marx  or  Jesus.  The  American  Revolution 
of  the  1970's  as  seen  through  the  objective  eyes  of  a  Frenchman. 
L'Express  columnist  Jean-Fran(;ois  Revel. 

Corporation  Man  goes  back  past  the  first  American 
!  Revolution.  In  it  youll  discover  why  the  complex  modem  corpora- 
I  tion  is  dominated  by  man's  ancient  tribal  impulses. 
I  If  you  want  a  book  to  take  your  mind  off  your  problems, 

I  read  about  Bernard  Comfeld's  problems  in  Do  You  Sincerely 
I  Want  To  Be  Rich?h's  the  story  of  his  reckless  handling  of  lOS, 
and  his  meteoric  fall  from  power. 

Or  read  about  the  more  cautious  way  Pierre  DuPont  built 
his  colossus. 


The  Club  also  brings  you  the  best  business  books. 
Classics  such  as  The  Human  Side  of  Enterprise  and 
The  Functions  of  the  Executive.  Plus  new  books  that  aren't  that 
well  known,  but  our  editors  find  valuable.  (Part  of  their  value 
lies  in  the  fact  most  businessmen  don't  know  about  them.) 
Many  of  them  are  not  generally  available  in  book  stores. 

To  join  the  Club,  choose  any  book  listed  here.  It's  yours. 
Free.  And  unlike  other  book  clubs,  you're  free  from  any 
obligation  to  buy  books.  You  buy  them  because  you  want  to. 
Not  because  you  have  to. 

Once  a  member,  you  receive  the  monthly  Fortune  Book 
Club  News  advising  you  of  new  selections  and  alternates. 
All  at  substantial  savings. 

The  Fortune  Book  Club. 

The  first  businessman's  book  club  that's  not  all  business. 


JtsiCTONS 

OF  THE 
EXECUTIVE 


^1 


StIiJET 


Hf/o 


r; 


THE  FORTUNE  BOOK  CLUB 


:  ^:  West  J3rd  Street 

New  York,  New  York  10036 


^  ease  send  me  without  charge  the  book  I  have  checked 
.ind  enroll  me  asa  member  in  The  Fortiim  Book  Club. 
1  understand  I  will  receive  each  month  The  Fortune  Book 
Club  News  descnbmg  main  selections  and  alternates,  all 
Jt  substantial  savings,  plus  handling  and  shipping. 
I;  I  do  not  wish  a  main  selection,  or  wish  an  alternate 
selection,  1  merely  mail  back  the  convenient  card  enclosed 
with  each  News.  If  I  do  wish  the  main  selection,  I  do 
nothing  and  it  will  be  sent  to  me  automatically. 
I  understand  there  is  no  obligation  to  buy  any  books. 


Name. 


Address  _ 


City  &  State. 


_Z,p. 


n  1675.  Do  You  Sincerely 

Want  to  Be  Rich?  -  Charles 

Raw,  Bruce  Page  and 

Godfrey  Hodgson. 

Bernard  Comfeld 

and  lOS. 

{List  price:  $8.95) 

D   3291.  Without  Marx  or 
Jesus  —  ]ean-Fran(;ois  Revel. 
Tlie  U.S.  IS  the  only  model 
forgloba]  revolution. 
(List  price:  $6.95) 

D     3663.  WallStreeh 
Security  Risk  — Hurd 

Baruch.  A  big  warning  to 
small  investors. 
(List  price:  $8.95) 

n  5353.  Worldly  Goods- 
James  Gollin.  How  rich  is 
the  Catholic  Church? 
Here's  your  answer. 
(List  price:  $10.00) 

D  5411.  The  Credibility 
Gap  in  Management- 
Charles  Flory  and  R.  Alec 
Mackenzie.  Confidence 
and  trust  over  the  whip. 
(List  price:  $6.95) 


D  3267.  Corporation  Man 
—  Anthony  Jay.  Man's 
primitive  instincts  as  a 
hunter  run  modern  busi- 
ness. (List  price:  $7.95) 

n  3374.  Who  Owns 
America?  — Walter  Hickel. 
Conservation  vs.  politics. 
(List  price:  $6.95) 

'J   3408.  The  Wreck  of  the 
Penn  Central  — Joseph 

Daughen  and  Peter  Binzen. 
(List  price:  $7.95) 

D  1212.  Pierre  S.  DuPont 
and  the  Making  of  the 
Modem  Corporation- 
Alfred  Chandler,  Jr.  and 
Stephen  Salsbury. 
(List  price:  $17.50) 

D  8522.  The  Human  Side 
of  Enterprise  —  Douglas 
McGregor 
How  to  manage 
people.  (List  pnce:  $7.95) 

D  5379.  The  Defense 
Never  Rests—  F.  Lee  Bailey. 
Inside  the  Sam  Shepard 
and  Boston  Str angler  cases. 
Others.  (List  price:  $7.95) 


D  3275.  TcIcvUion-Les 
Brown.  The  business 
behind  the  box. 
(List  price:  $8.95) 

O  1527.  The  Great 
American  Motion  Sickness 

—  John  Burby.  Why 
America's  transportation 
is  going  nowhere  fast. 
(List  price:  $8.95) 

D  2061.  If  They're  So 
Smart,  How  Come  You're 
Not  Rich?  — John  Springer. 
Advice  about  investment 
advisory  services. 
(List  pnce:  $5.95) 

D  5023.  The  Military 
Establishment — Adam 
Yarmolinsky.  Studies  all 
comers  of  the  Pentagon. 
(List  price:  $10.00) 

a  5387.  WhereDidthel3 
Billion  Go?  Or  How  Wc 
Can  Keep  Automobile 
Insurance  Problems  From 
Ruining  Our  Lives- 
Eugene  Sulbvan. 
(List  price:  $6.95) 


D  1550.  A  Primer  On  The 
Law  of  Deceptive  Practices: 
A  Guide  for  the  Business- 
man—Earl Kintner 
(List  price:  $10,95) 

a  5064.  Think  Tanks- 
Paul  Dickson,  Dreaming 
up  long-range  plans  that'll 
shape  America, 
(List  price:  $10.00) 

D  8506.  Think:  A  Biog- 
raphy of  the  Watsons  and 
IBM -William  Rodgers. 
(List  price:  $7.95) 

D  8548.  The  Functions  of 
The  Executive  — Chester 

Barnard.  A  basic  study  of 

admirustrahon. 

(List  price:  $7.50) 

n  5189.  Business  Adven- 
tures—John  Brooks.  The 
Edsel  and  other  mistakes. 
Scandals. 
(List  price:  $10.00) 

n  2053.  My  Years  wilii 
Xerox  — John  Dessauer 
After  16  years  of  failures,  a 
$1-1/2  billion  company. 
(List  price:  $6.95) 
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This  announcement  is  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation  of  an  offer 
to  buy  any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


January  20,  1972 


2,000,000  Shares 


Carolina  Power  &  Light  Company 


Common  Stock 

(Without  Par  Value) 


Price  ^27.375  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated  from 
only  such  of  the  undersigned  or  other  dealers  or  brokers  as  may  lawfully  offer  these  securities  in  such  State. 


BIyth  &  Co.,  Inc. 
duPont  Glore  Forgan 

Incorporated 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

The  First  Boston  Corporation 
Eastman  Dillon,  Union  Securities  &  Co. 

Incorporated 


Drexel  Firestone 

Incorporated 

Goldman,  Sachs  &  Co. 


Halsey,  Stuart  8C  Co.  Inc. 
Lazard  Freres  &  Co. 


Kidder,  Peabody  &  Co. 

Incorporated 


Hornblower  dC  Weeks-Hemphill,  Noyes 
Loeb,  Rhoades  dC  Co. 

Stone  &  Webster  Securities  Corporation  Wertheim  &  Co.  White,  Weld  &  Co. 

Dean  Witter  &  Co.  Bache  &  Co.  E.  F.  Hutton  &  Company  Inc. 

Incorporated  Incorporated 

Reynolds  Securities  Inc.  Shearson,  Hammill  8C  Co. 

Incorporated 

R.  S.  Dickson,  Powell,  Kistler  &  Crawford  A.B.N.  Corporation  Basle  Securities  Corporation 

Bear,  Stearns  &  Co.         A.  G.  Becker  &  Co.  Alex.  Brown  &  Sons  CBWL-Hayden,  Stone  Inc. 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 


A.  G.  Becker  &  Co. 

Incorporated 


Carolina  Securities  Corporation 


Clark,  Dodge  &  Co 

Incorporated 


Robert  Fleming 

Incorporated 


Harris,  Upham  &  Co. 

Incorporated 


Equitable  Securities,  Morton  &  Co. 

Incorporated 

Hill  Samuel  Securities 

Corporation 


Kleinwort,  Benson  Incorporated 
Nomura  Securities  International,  Inc; 


Ladenburg,  Thalmann  SC  Co. 
Paribas  Corporation 


W.  E.  Hutton  &  Co. 
F.  S.  Moseley  8C  Co. 


R.  W.  Pressprich  &  Co. 

Incorporated 

L.  F,  Rothschild  &  Co.     Shields  8C  Company      F.  S.  Smithers  8C  Co.,  Inc.     Swiss  American  Corporation 

Incorporated 

Thomson  &  McKinnon  Auchincloss  Inc.  Spencer  Trask  &  Co.  Tucker,  Anthony  &  R.  L.  Day 

Incorporated 

UBS-DB  Corporation  Ultrafin  International  Corporation  G.  H.  Walker  &  Co. 

Incorporated 

Walston  Be  Co.,  Inc.  Wood,  Struthers  &  Winthrop  Inc.  W.  H.  Reaves  &  Co.,  Inc. 


The  Funds 


Adultery  Without  Tears 


At  least  a  few  modem  psychia- 
trists think  that  adulterv^  isn't  such 
a  bad  thing;  in  moderation,  they 
sa\ ,  it  can  reheve  some  ot  the  ten- 
sions and  frustrations  of  two  peo- 
ple living  together. 

We  wouldn't  know  about  adul- 
ter\  in  marriage,  but  in  the  mutual 
fund  business  it  seems  to  work 
fairly  well.  Take  the  case  of  Mas- 
sachusetts Financial  Services— of 
Massachusetts  Investors  Trust  fame 
—and  Nance.  Sanders  &  Co.  They 
were  faithful  for  \ears,  this  Boston 
couple.  \'ance,  Sanders  sold  the 
shares  to  the  public.  MIT  trustees 
managed  the  money.  They  were 
separate  companies  but,  like  many 
old  husband-and-wife  teams,  in- 
distinguishable in  the  public  eye. 
It  seemed  to  be  a  natural  and 
harmonious  relationship. 

About  a  decade  ago,  after  .37 
years  of  marriage,  a  kind  of  Wom- 
en's Lib  came  to  \'ance,  Sanders.  It 
began  kicking  up  its  heels.  Vance, 
Sanders  felt  it  was  doing  the  hard 
work,  and  the  MIT  tmstees  were 
getting  the  big  money.  It  was  clear 
enough:  A  mutual  fund  sale  is  a 
one-time  thing,  while  a  manage- 
ment fee  goes  on  forever. 

Vance,  Sanders  began  thinking 
adulterous  thoughts.  And  doing 
adulterous  things.  Like: 

•  Starting  six  tax-free  exchange 
funds  (over  S50()  million  in  as- 
sets), a  closed-end  fund  ($60  mil- 
lion) and  a  common  stock  fund 
($67  million). 

•  Bu\ing  the  Boston  Manage- 
ment &  Research  Co.,  which  has 
two  funds  (\S  had  been  the  dis- 
tributor and  a  small  owner)  with 
some  S30()  million  in  assets. 

•  Recently  getting  into  the  tax- 
siielter  game  by  forming  the  Serio 

•  E.vploration  Co.  with  the  Barnett 
Serio  Exploration  Co.  of  Mississip- 
pi. The  two  outfits  each  own  50%. 
Serio  offers  investors  oil-  and  gas- 
drilling  programs. 

•  Starting,  two  years  ago,  Van- 
SanCo  Ser\'ices,  a  direct-line  dis- 
tributing organization  that  sells  not 
only  VS'  products  but  others  as 
well.  \anSanCo  now  has  close  to 
200  salesmen. 

The  wisdom  of  getting  into  the 
investment  advisory  end  of  the 
business  was  best  illustrated  in  the 
terrible  fund  year  of  1970:  Vance, 
Sanders'  gross  profit  on  fund  sales 


was  $3.7  million,  rather  a  come- 
down from  the  $4.2  million  of  a 
decade  before.  Even  so,  per-share 
earnings  in  1970  were  $1.28  t;.s. 
196rs  $1.21.  The  saving  grace— a 
big  $2.8  million  in  investment  ad- 
visorv  fees,  up  from  an  insignificant 
$126,000  in  1961.  The  recent  ac- 
quisition of  Boston  Management  & 
Research,  moreover,  should  add  an- 
other $1.5  million  of  management 
fees  in  1972. 

Vance,  Sanders  has  kicked  up 
its  heels  in  other  ways,  too.  "We 
decided  to  look  into  tax  .shelters," 
says  Wilson.  The  reason:  Since  the 
abolition  of  give-ups  in  1968  and 
the  stock  market  crash  of  1969-70, 
many  dealers  today  find  such  things 
easier  to  .sell  than  funds.  Hence, 
the  venture  with  Serio. 

So  far,  this  escapade  has  fjeen 
expensive:  VS  lost  $345,000  on 
Serio  in  1970  and  $182,000  in  1971. 
\'anSanCo,  too,  has  been  a  money- 
loser,  with  Senior  Vice  President- 
Treasurer  Eric  Pierce  readily  admit- 
ting it  won't  be  contributing  to  the 
bottom  line  "for  several  years." 

Despite  these  losses,  Vance,  San- 
ders earned  a  record  $2.26  per 
share  in  1971,  quite  a  rise  from  the 
$1.21  of  1961,  considering  that 
the  gross  profits  on  fund  sales  had 
gone  up  only  28%.  By  and  large, 
then,  Vance,  Sanders  has  no  re- 
grets for  its  infidelity. 

But  infidelity  works  both  ways. 
Massachusetts  Financial  Services, 
too,  has  been  playing  the  field.  In 
a  little  aver  a  year,  MFS  has  twice 
used  Merrill  Lynch  for  its  new  fund 
underwritings,  and  both  under- 
writings  were  spectacularly  suc- 
cessful (Forbes,  Dec.  1),  with 
Merrill  Lynch  delivering  MFS  a 
total  of  some  $307  million. 

Yes,  Vance,  Sanders  and  Massa- 
chusetts Financial  Services  are  still 
living  together.  VS  is  still  the  ex- 
clusi\'e  distributor  and  continuous 
underwriter  for  MFS  fund  shares. 
And  they  seem  to  get  along  quite 
well,  in  spite  of  it  all.  "No  real 
problem.  No  big  change,"  says 
MFS  Executive  Vice  President 
John  Barnard  Jr. 

Still,  the  world  is  changing  fast 
and  we  guess  it  even  affects  devot- 
ed old  Boston  couples.  Maybe 
those  psychiatrists  have  something 
when  they  give  their  approval  to 
judicious  adultery.   ■ 


ARE 


NO-LOAD 

FUNDS 
A  BARGAIN 


From  the  standpoint  of  getting  your  dollars' 
worth,  FundScope,  the  monthly  mutual  fund 
magazine,  compares  BUYING  COST  (sales 
commission)  with  PERFORMANCE  RESULTS 
and  comes  up  with  very  significant  data.  At  a 
glance  you  can  see  the  top  performers  for 
Growth,  for  Income,  for  Stability.  See  exactly 
how  the  5  top  No-Loads  compare  with  the  5  top 
Load  funds  for  various  significant  periods. 

Packed  with  factual  data,  FundScope's  exclu- 
sive in-depth  report  reveals  which  No-Loads 
are  a  "bargain"  and  which  are  "expensive." 
Learn  how  to  avoid  "hidden  costs"  and  make 
a  purchase  of  mutual  funds  a  bargain  .  .  .  not 
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CABLE  TV  STOCKS 

Why  we  now  project  some  1000%  growth 
of  CATV  revenues  in  the  1970^s 

A  monumental  change  in  Federal  regulations  of  Cable  Television  now  prom- 
ises to  unleash  the  surging  expansion  of  this  still-infant  industry  into  the 
nation's  100  biggest  and  richest  TV  markets  .  .  .  where,  for  several  years 
now,  CATV  growth  has  been  virtually  locked  out. 

For  stock  market  investors,  the  mushrooming  of  Cable  TV  into  a  major  new 
communications  industry  may  represent  one  of  the  classic  ground-floor 
growth  opportunities  of  this  decade.  Solid  evidence  suggests  that  CATV 
earnings  may  even  challenge  the  combined  earnings  of  all  three  nationwide 
broadcast  TV  networks  (which,  like  the  telephone  companies,  are  barred 
from  further  participation  in  the  CATV  field). 
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wards of  this  volcanic  growth  potential  vary  markedly. 
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port appraises  reward/risk  factors  and  delineates  which  of  the  Cable  TV 
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To  receive  the  Cable  TV  Stock  Advisory  Report  and  the  next  four  weekly 
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MARKET  COMMENT 

By  L  0.  Hooper 


How  Confetti  Is  Made 


It  w.\s  the  late  Fred  Dewey,  econo- 
mist and  analyst  and  the  .son  of  that 
great  American  philosopher,  John 
Dewey,  who  first  began  to  talk  about 
'confetti"— the  money  that  inflation  is 
making.  Fred,  who  was  one  of  my 
most  loyal  friends  in  the  days  when  I 
was  piloting  the  infant  New  York  So- 
:'iet\  of  Security  Analysts,  was  always 
pointing  out  that  the  more  credit  was 
inflated,  the  more  money  became  con- 
Fetti.  Fred's  confetti  was  more  like 
money  ten  years  ago  than  the  confetti 
3f  today.  Our  confetti  is  worth  less 
ind  less.  The  law  of  supply  and  de- 
mafid  continues  to  devalue  it. 

There  is  no  need  to  be  too  statistical 
about  this,  because  the  mood  and 
progress  of  the  disease  of  inflation  are 
much  more  than  the  juggling  of  fig- 
ures; and  after  a  time  all  fear  of  the 
Sgures  vanishes.  For  instance,  no  one 
s  shocked  at  a  projected  federal  defi- 
-'it  of  S87  billion  for  the  three  years 
:o  end  June  30,  1973;  by  a  national 
debt  of  nearly  $500  billion;  by  an  an- 
lual  interest  charge  of  about  $25  bil- 
ion  on  this  debt;  or  by  the  current 
proposals  to  increase  government 
[pending  substantially  during  the  next 
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fiscal  year  without  increasing  taxes  to 
pay  for  the  new  expenditures. 

What  Washington  is  planning  to 
do,  the  opposition  as  well  as  the  Ad- 
ministration, is  to  meet  the  increased 
and  increasing  deficit  through  bor- 
rowing more  and  more  money.  What 
we  do  when  we  borrow  this  money  is 
to  monetirze  the  increased  debt.  Very 
simply,  we  establish  a  credit  at  the 
bank  and  draw  checks  against  it.  The 
checks  as  well  as  any  cash  issued  for 
the  checks  become  money,  and  the 
money  becomes  more  and  more  like 
confetti— worth  less  and  less,  simply 
because  there  is  more  of  it.  Prices  go 
up,  and  fiscal  responsibility  deteri- 
orates. The  dollar  constantly  is  de- 
valued, always  more  rapidly. 

A  Time  To  Speculate 

It  is  a  pleasant  and  deceptive  pro- 
cess. The  alternative  is  unpleasant, 
most  unpleasant.  Politically,  it  is  not 
only  disastrous;  but  every  intelligent 
person  knows  that  the  public  won't 
stand  for  it.  So  we  have  an  economic 
and  political  disease  at  large  which 
is -an  ever-spreading  contagion. 

In  such  an  atmosphere,  no  bear 
market  in  stocks  can  flourish.  On  the 
other  hand,  there  is  enough  confusion 


and  doubt  to  make  a  steady  trend  in 
stock  prices  either  way  impossible. 
There's  a  tremendous  amount  of  buy- 
ing and  selling,  as  there  always  is 
when  money  is  becoming  confetti. 
Some  businesses  are  hurt,  and  others 
prosper.  So  far  as  price  and  wage 
regulation  is  concerned,  even  if  it  is 
seriously  tried,  it  is  like  the  story  of 
the  Dutch  boy  at  the  leaking  dike. 

This  is  a  wonderful  time  to  specu- 
late, and  a  difficult  time  to  invest. 
Not  many  things  look  cheap  in  terms 
of  dollars,  because  we  all  tend  to  think 
in  terms  of  the  dollar  we  once  knew 
rather  than  in  terms  of  the  dollar  we 
now  touch  and  handle,  or  the  dollar 
which  is  to  come.  Too  many  "inves- 
tors" now  have  learned  to  think  in 
terms  of  where  stocks  may  sell  rather 
than  in  terms  of  what  they  are  worth 
in  relation  to  earnings  and  regulated 
and  lestricted  dividends.  So  far  as 
Phase  2  is  concerned,  the  Government 
has  its  foot  more  firmly  on  dividend 
increases  than  on  anything  else  it  is 
regulating.  Just  look  at  all  those  I-cent 
and  2-cent  dividend  increases!  Have 
you  seen  anything  like  that  in  the 
control  of  wages  or  prices? 

What  will  all  this  confetti  do  to  the 
economy?  It  is  logical  to  expect  that 
it  will  make  the  public  more  willing 
to  spend  and  less  willing  to  save. 

If  this  is  true,  the  retail  industry 
should  become  much  more  active  as 
people  drift  from  money  to  things. 
Those  looking  for  solid  values  proba- 
bly will  further  mark  up  the  price  of 
land,  especially  since  inflation  makes 
land  worth  more  all  the  time  in  terms 
of  dollars.  Oil,  gas,  ore,  metals,  works 
of  art  and  even  stamps  and  coins  are 
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in  greater  demand— even  new  trinkets 
stamped  out  by  the  Franklin  Mint. 
Wardrobes  increase  in  size  and  quali- 
ty. Vacations  get  more  lavish.  About 
the  only  thing  that  does  not  increase 
is  the  demand  for  food,  but  there's 
no  ceiling  on  food  prices. 

-All  this,  you  say,  has  been  going  on' 
for  years— and  so  it  has.  The  difference 
is  that  it  is  beginning  to  happen  faster, 
because  of  bigger  budget  deficits  and 
more  and  more  spending,  particularly 
spending  for  defen.se  items  which  are 
"never  used  to  produce  anything,  just 
to  employ  people  who  in  theory  could 
be  producing  more  goods. 

In  the  meantime,  those  people  who 
are  earning  $7,500  or  $10,000  a  year 
are  being  priced  out  of  the  market; 
and  the  ranks  of  those  who  earn  less 
than  that  are  swelling  the  unemploy- 
ment lists  or  the  list  of  those  who  do 
not  haxe  even  a  subsistence  income. 

A  Good  Sign 

To  be  a  little  more  current,  thus  far 
this  year  general  business  has  been 
better,  but  not  as  much  better  as  most 
economists  were  e.vpecting  -in  Decem- 
ber. The  DJI  sold  higher  in  Januar\ 
than  in  December,  which  is  a  good 
sign  for  the  ne.xt  three  or  four  months. 
The  setback  at  the  end  of  the  month 
looks  more  technical  than  fundamen- 
tal. If  it  should  cancel  out  half  of 
the  late  November  to  early  Januar\' 
rise,  the  Dow  would  go  to  about  8.55- 
860;  and  sometiines  more  than  half 
of  these  sharp  moxements  is  cancelled 
out  without  changing  the  trend. 

Most  of  my  favorite  stocks  have 
been  discussed  in  recent  columns.  The 
steels  still  interest  me,  especially  Betti- 
lehem  (32),  which  had  an  excellent 
fourth  quarter.  Federal  National  Mort- 
gage (100),  1  would  like  to  stress, 
probably  will  ha\e  to  go  to  the  28-30 
area  for  the  new  stock  to  make  a  suc- 
cessful conversion  of  the  4%s  con- 
vertibles possible;  and  1  think  that 
conversion  of  this  issue  will  be  forced 
by  a  call.  Earnings  were  $2.09  a  shaie 
in  the  fourth  cjuarter  on  the  old  stock, 
before  the  4-for-l  split.  I  look  for 
something  like  $2.25  in  the  first  quar- 
ter of  1972.  As  a  land  stock,  I  continue 
to  hke  Horizons  (48),  in  spite  of  the 
way  it  fluctuates  all  over  the  lot.  The 
oils  have  been  hurt  by  unusually 
warm  winter  weather,  as  ha\e  all 
those  companies  which  expected  to 
make  so  much  money  from  snowmo- 
liiles.  It  .should  be  a  good  time  to  bu\ 
the  oils,  especially  the  internationals. 
As  over-depressed  issues,  I  like  Alcan 
(19)  and  Alcoa  (45).  The  aluminum 
industrx  is  disccnering  that  demand 
is  not  improved  b\  senseless  price 
cutting.  Texas  Gulf  Snlphur  (18J4), 
in  my  opinion,  iiivoKes  much  smaller 
risks  than  profit  possibilities.    ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


The  Long-Range  View 


I  DO  NOT  have  the  foggiest  notion  how 
the  President's  impending  trip  to  Chi- 
na will  affect  our  country's  future. 
Personalis,  I  am  not  the  "love  thy 
neighbor"  kind  of  a  man,  but  I  think 
that  even  if  you  don't  hke  him,  it  is 
more  prudent  (if,  perhaps,  less  prin- 
cipled) to  be  at  least  on  speaking 
terms  with  him  rather  than  ignore  his 
existence— and  live  in  fear  of  the  un- 
known. The  U.S.,  for  some  strange 
reason,  has  always  equated  recogni- 
tion with  approval.  It  took  us  an  in- 
credibly long  time  to  recognize  the 
existence  of  the  U.S.S.R.  It  has  al- 
ready taken  us  much  longer  to  admit 
that  there  is  a  Red  China.  Bon  Voy- 
age, Mr.  President,  and  Good  Luck! 
E\'en  if  we  can't  make  friends,  at 
least  we  ma\'  get  to  know  one  an- 
other. And  that  is  progress,  which  is 
good  for  all  of  us,  including  that  capi- 
talist showpiece,  the  stock  market. 

The  usual  January  messages  on  the 
state  of  the  country  %  the  economy  and 
the  budget  plus  the  past  year's  statis- 
tics on  foreign  trade  and  our  balance 
of  payments  provided  not  much  rea- 
son for  cheerfulness.  Our  $40-billion 
budget  deficit  exceeds  the  total  pre- 
VV'orld  War  II  budget  of  Mr.  Roose- 
velt, who,  as  some  of  us  will  remem- 
ber, was  accused  of  spending  this 
country  into  bankruptcy.  A  coun- 
try, of  course,  does  not  go  broke.  It 
just  prints  the  money— and  debases  its 
value.  In  the  U.S.  this  inexorable 
process  has  been  going  on  at  an  ac- 
celerating pace  for  well  over  a  gen- 
eration. And  it  is  continuing.  Only 
the  rate  of  depreciation  \aries,  from 
very  bad  in  some  years  to  not  quite 
so  bad  in  others. 

investors  have  been  wondering 
whether  common  stocks  really  are  an 
inflation  hedge  as  has  been  preached 
by  stockbrokers  and  others  over  the 
years.  Considering  that  the  DJI  first 
reached  the  present  900  level  as  long 
as  seven  years  ago,  one  may  be  in- 
clined to  conclude  that  common 
stocks  have  given  no  protection  what- 
soever during  a  period  of  severe  in- 
flation. This  judgment,  however,  may 
be  superficial,  or  even  factually  incor- 
rect, if  one  looks  at  a  longer  stretch  of 
time.  The  DJI  was  as  low  as  100  in 
1938  and  again  in   1942.  It  crossed 
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the  200  mark  briefly  in  1946  and  then 
for  good  in  late  1949.  It  doubled 
again  five  yeais  later,  crossing  400  in 
December  1954.  And  it  doubled  once 
again  by  early  1964. 

If  gold  had  done  as  well  as  the  Dow 
(which,  after  all,  does  not  include 
such  really  sparkling  performers  as 
IBM  or  Xerox,  not  to  mention  a  Disney 
or  Levitz),  it  should  now  be  worth 
some  S400  an  ounce,  depending  on 
the  starting  date  and  whether  or  not 
you  want  to  allow  for  income  on  stocks 
and  for  carrying  costs  on  gold.  (I  ex- 
pect to  receive  a  few  more  nasty  let- 
ters now  from  readers  who  are  ad- 
dicted to  gold.) 

Bonds  became  popular  in  1970-71 
when  yields  rose  to  levels  which  more 
than  adequately  compensated  for  the 
rate  of  inflation.  But  the  hapless  buy- 
er of  the  Treasury  War  and  Victory 
2.5%  bonds  which  are  now  maturing 
is  getting  his  money  back  in  45-cent 
dollars;  and  during  all  these  years,  he 
only  collected  a  taxable  2.5%  return. 
Real  estate  investments  have  resulted 
in  superb  profits  in  many  instances. 
Yet  after  allowing  for  taxes  and  carry- 
ing charges,  can  real  estate  invest- 
ments match  the  record  of  the  DJI— 
from  100  to  200  to  400  to  900? 

Looking  at  the  readily  available  al- 
ternatives and  taking  a  truly  long- 
range  point  of  view— which,  funda- 
mentally, differentiates  the  investor 
from  th^  trader— common  stocks  have 
served  their  purpose  quite  well.  There 
is  no  assurance,  of  course,  that  the 
next  several  decades  will  be  equally 
kind  to  the  stock  investor.  But  we 
have  no  basis  to  assume  that  the  net 
overall  appreciation  during  the  Seven- 
ties will  be  as  limited  as  it  has  been 
during  the  past  seven  years. 

An  Undeserved  A  + 

It's  one  thing  for  an  Anaconda  to 
become  expropriated  to  the  tune  of 
some  $400  million,  or  an  RCA  to 
throw  in  the  towel  on  computers  at  a 
cost  of  a  quarter  billion  dollars,  or  a 
Boise  Cascade  to  take  a  bad  bath  be- 
cause a  freewheeling  management 
wasn't  quite  sure  what  it  was  doing, 
but  when  an  A+  rated  widows-and- 
qrphans  company  like  General  Foods 
has  to  confess  and  write  off  a  $47-mil- 
lion  (after  taxes)  mistake,  this  shocks 
me  as  much  as  the  revelations  on  the 


background  of  the  Penn  Central  bank- 
ruptcy. A  pater  peccavi  admission 
certainly  is  more  honest  than  sweep- 
ing past  sins  under  the  carpet  but  one 
simply  does  not  expect  a  company  like 
General  Foods  to  make  a  booboo  of  this 
magnitude.  Now,  this  formerly  dis- 
tinguished blue  chip,  one  of  the  30 
components  of  the  DJI,  sells  at  its 
lowest  price  since  1960!  It  will  take 
time  and  perfoiTnance  to  restore  the 
investment  image  that  General  Foods 
had  enjoyed  over  so  many  years. 

As  a  further  example  that  inves- 
tors should  not  put  blind  faith  in  the 
quality  ratings  of  statistical  services, 
let  me  cite  Scott  Paper.  Although 
earnings  had  been  eroding  for  some 
time,  partly  because  of  management's 
mistakes,  partly  because  of  fierce  com- 
petition by  none  less  than  Procter  & 
Gamble,  Scott  stock  continued  to  en- 
joy an  A+  rating  as  recently  as  Oc- 
tober 1971.  The  rating  was  dropped 
three  notches  a  month  later,  but  by 
that  time  all  the  damage  had  been 
done  to  the  stock. 

Strictly  Speculative 

It's  a  cardinal  and  usually  profit- 
able rule  to  sell  cyclical  stocks  when 
business  is  booming  and  profits  are 
lush.  This  is,  of  course,  merely  a  vari- 
ation of  the  old  principle  that  one 
should  sell  when  everybody  is  bull- 
ish, and  buy  when  no  one  has  the 
guts  to  do  so. 

I  am  inclined  to  gamble  that  things 
can  hardly  get  worse  for  Anaconda 
(I6/2).  Its  Chilean  properties,  which 
were  carried  on  the  books  at  some 
$450  million  and  which  contributed 
42%  of  1970  profits,  have  been  expro- 
priated. It  would  be  unrealistic  to  ex- 
pect any  compensation.  In  addition, 
copper  prices  have  been  under  pres- 
sure, while  operating  costs  at  the 
company's  U.S.  mines  are  rising.  Add 
to  this  potentially  costly  pollution 
problems  and  a  rather  burdensome 
debt  and  you  don't  have  to  look  else- 
where for  further  headaches. 

In  spite  of  its  manifold  miseries, 
Anaconda  is  not  likely  to  go  under. 
There  has  been  a  drastic  shake-up  in 
top  management  which  is  now  ex- 
tending into  the  operating  divisions. 
Some  modest  profits  will  probably  be 
earned  this  year,  but  resumption  of 
dividend  payments  is  not  a  near-term 
prospect.  Every  penny  will  be  needed 
to  restore  the  company's  earnings 
power.  On  the  positive  side  is  the 
huge  tax-loss  carryover.  Whatever  An- 
aconda can  earn  in  the  years  ahead 
will  be  tax  free.  For  that  reason  the 
company  might  be  an  appealing  take- 
over candidate  for  some  well-heeled 
corporation.  The  stock  is  a  radical 
speculation,  but  I  find  the  risk/reward 
ratio  intriguing.   ■ 
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Looking  for 

a  no-load 

growth  fund? 

We  might  have  one  to  match  your  specific 
investment  goals. 

l.The  Edie  Special  Growth  Fund 
seeks  capital  appreciation  through  in- 
vestment in  small  companies  which  it 
considers  attractive. 

2.  The  Edie  Special  Institutional  Fund 
has  similar  objectives  but  is  managed  for 
institutions  and  investors  exempt  from 
Federal  income  taxation.  Keogh  and  cor- 
porate master  pension  and  profit  sharing 
plans  will  be  available. 

For  a  copy  of  either  prospectus,  mail 
the  coupon  or  call  1212)  697-8900. 

To:  Mr  F,  C.  McLaughlin,  Edie  Fund  Sales,  Inc. 

Dept.  F-1 

P.O.  Box  333,  Wall  Street  Station,  N.Y.,  N.Y.  10005 

Please  send  a  copy  of  the  prospectus  for 

O  Edie  Special  Growth  Fund,  Inc. 

D  Edie  Special  Institutional  Fund,  Inc. 

Mr 
Mrs. 

Miss 


Address_ 

City 

SUte 


_Zip 


I  Sponiorcd  by 

Lionel  D.  Edie  &  Company,  Inc. 

Investment  Counictors  •  Economic  ConsulUnU 


444th  Dividend 

Pullman 
Incorporated 

Quarterly  Cash  Dividends 
Consecutively  Paid 
For  Over  104  Years 

A  quarterly  dividend  of  fifty 
cents  (500)  a  share  will  be 
paid  March  14, 1972,  to  stock- 
holders of  record  February 
11,  1972. 

SAMUEL  B.  CASEY,  JR. 
President 

Divisions 

Transportation  Equipment 

Pullman-Standard 
Tfoi/mobi/e 

Engineering/Construction 
The  M.  W.  Kellogg  Company 
Swindell-Dressier  Company 

Principal  Subsidiaries 

Pullman  Transport 

Leasing  Company 
The  Canadian  Kellogg 

Company,  Limited 
Kellogg  International  Corp. 
Trailmobile  Finance  Company 
Canadian  Trailmohile  Limited 
Trailor,  S.A.  (France) 
Empresas  Tecnicas  Asociadas 

Pullman,  S.A.  (Mexico) 
Berry  Metal  Company 
Aloe  Coal  Company 
F.  C.  Torkelson  Company 
Mahon  Industrial  Corporation 


TECHNICIAN'S  PERSPECTIVE 

ByJohnW.SchuIz 


Why  Fight  City  Hall? 


Just  before  Thanksgiving  1971  the 
stock  market  began  to  recover  from 
an  unusually  long  and  deep  reaction. 
Twice  a  month  since  then,  I've  been 
trying  in  this  space  to  develop  and 
elaborate  the  case  for  thinking  that 
this  reaction  was  not  part  of  a  long- 
term  bear  market  but  occurred  within 
the  framework  of  an  ongoing  bull 
market  which  can  be  dated  from  late 
May  1970  and  which  should,  in  time, 
extend  to  new  all-time  average  highs 
(well  above  1000  for  the  Dow). 

As  I  keep  pondering  this  conclusion 
and  reexamining  it  in  light  of  unfold- 
ing events,  I  find  more  and  more  as- 
pects of  the  situation  that  strike  me 
as  extraordinarily— in  some  ways,  per- 
haps uniquely— bullish.  These  are 
strong  words,  I  know,  and  I  don't  put 
them  down  Hghtly.  But  look  at  what 
we  have  working;  for  us.  There  is  the 
massive  array  of  traditional  measures 
Washington  has  taken  to  boost  the 
economy,  and  corporate  after-tax  prof- 
its, into  an  accelerating  cyclical  recov- 
ery that  could,  conceivably,  carry  both 
back  into  a  long-term  growth  trend. 
Latest  among  these  steps  is  an  appar- 
ent shift  of  several  billion  federal  def- 
icit dollars  from  fiscal  1972-73  into 
this  semester  of  the  current  fiscal  year, 
presumably  in  an  effort  to  kick  the 
business  recovery  into  the  desired  or- 
bit with  speed  and  vigor. 

Support  for  the  Bulls 

Previously,  the  Federal  Reserve 
Board  had  lowered  the  discount  rate 
twice;  a  third  reduction  could  be 
overdue  by  the  time  you  read  this. 
These  cuts  reflect  a  credit  policy  that 
has  forced  short-term  interest  rates 
down  to  levels  far  below  long-term 
rates,  in  a  stiinulative  pattern  the  Fed 
has  typically  engineered  in  the  past 
to  arrest  and  reverse  a  business  reces- 
sion. Now,  this  extraordinarily  wide 
spread  between  short-term  and  long- 
term  rates  has  been  set  up  after  more 
than  a  year  of  business  recovery  and 
so  presumably  could  provide  an  ex- 
ceptionally dynamic  stimulus.  At  the 
same  time,  the  banking  system's  cred- 
it base  has  been  expanded  to  record 
dimensions,  and  so  have  other  sources 
of  potential  money-supply  growth. 

In   the   past,   such   measures   have 

Mr.  Schuiz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 


tended  to  favor  strongly  rising  stock 
prices.  But,  as  if  to  make  sure  this 
fact  goes  neither  unheeded  nor  unex- 
ploited,  the  Federal  Reserve  has  re- 
duced margin  requirements  for  listed 
common  stocks— as  it  always  did  when 
it  wanted  to  revive  investor  confidence 
and  speculative  appetites.  Significant- 
ly, in  my  opinion,  last  December's  cut 
in  margins  was  the  second  such  re- 
duction since  the  end  of  the  1968-70 
bear  market.  Since  federal  margin  reg- 
ulations first  became  effective  in  the 
Thirties,  the  Fed  has  only  twice  be- 
fore made  two  consecutive  cuts  in  the 
requirement.  In  both  cases— 1949  and 
1962— stock  prices  subsequently  staged 
wide  and  prolonged  bull  markets. 
Note,  too,  that  the  new  margins  are 
the  most  gencous  since  1962,  and 
that  the  shaiply  lower  short-term  in- 
terest rates— also  a  Federal  Reserve 
product— make  the  use  of  stock  mar- 
ket credit  more  attractive  for  the  lev- 
erage-minded speculator  than  it  has 
been  in  years. 

Going  Up 

So  it  seems  quite  clear  that  the 
Federal  Reserve,  like  the  Administra- 
tion, wants  a  bull  market  in  common 
stocks.  Clearly,  too,  investors  were 
quick  to  respond.  In  December,  when 
the  reduced  margin  requirement  was 
efl^ective  for  almost  four  weeks,  cus- 
tomers' debit  balances  on  the  books  of 
NYSE  brokerage  firms  jumped  a  rec- 
ord $490  million.  Nevertheless,  ag- 
gregate potential  buying  power  in 
margin  accounts  rose  much  more,  by 
an  unprecedented  $3.5  billion.  Prec- 
edent suggests  that  debit  balances 
will  continue  to  grow  until  the  Fed 
raises  margin  requireinents,  which 
seem;  unlikely  to  happen  for  many 
months  to  come. 

It  suggests,  furthermore,  that  the 
major  trend  of  stock  prices  will  remain 
up— certainly  for  at  least  as  long  as 
debit  balances  expand  and  probably 
for  some  time  after  borrowings  have 
begun  to  contract  in  response  to  the 
next  hike  in  margin  requirements. 
(Because  of  an  obvious  cause-and-ef- 
fect  relationship,  the  trend  of  margin- 
account  debit  balances  is  one  of  the 
more  reliable  guides  to  major  trend 
stock  market  prospects.)  In  any  case, 
the  record  also  shows  that  what  the 
Fed  wants,  the  Fed  gets.  Remember 
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late  lyoo  ana  eariy  lyoy,  wnen  tne 
Fed  said  it  was  out  to  squeeze  the 
econom>  and  the  st(x^k  market  (see 
my  columns  for  those  periods)?  It  just 
doesn't  pay  to  "fight  City  Hall"  in  the 
stock  market,  whether  on  the  down- 
side or  on  the  upside. 

But  that's  not  the  end  of  the  stoiy. 
The  dollar  devaluation  last  December 
—note  the  close  coincidence  of  timing 
with  the  cut  in  margins  and  the  down- 
ward push  on  short-term  interest  rates 
—means  that  the  U.S.  economy  has 
been  strengthened  at  the  expense  of 
other  major  economies  and  that  there- 
fore U.S.  common  stocks  should  at- 
tract renewed  demand  from  foreign 
investors.  Some  economists  believe 
that  a  record  S.'3  billion  may  flood  into 
the  American  stock  market  this  year 
from  abroad.  Add  the  above- 
mentioned  SS.S-billion  increase  in 
margin-account  bu\ing  power,  and 
you  find  \ourself  looking  at  perhaps 
the  largest  identifiable  boost  in  the 
amount  of  mone\  ever  made  available 
to  the  stock  market  all  at  once  at  a 
time  when  it's  almost  impossible  to 
figure  out  why  corporate  profits  should 
not  be  impro\  ing. 

A  Record  Rise 

What's  more,  the  supply  of  shares 
Irom  net  new  slock  issues  seems  al- 
most certain  to  be  lower  this  year  than 
last,  by  perhaps  as  much  as  $4.5  bil- 
lion, according  to  cjualified  observers. 
In  a  technical  sense,  this  is  tantamount 
to  still  more  buying  power.  Factored 
into  the  supply-demand  c(juation, 
along  with  the  increase  in  buying 
power  on  the  margin  account  sector 
and  the  possible  step-up  in  foreigners' 
purchases,  it  adds  up  to  the  largest 
potential  year-to-year  swing  in  favor 
of  the  demand  side  on  record.  This 
shift  should  certainly  be  more  than 
large  enough  to  outweigh  the  possi- 
bility that  the  mutual  funds  will  not 
be  able  to  do  much  net  buying  of 
stock  this  \ear  and  for  a  contingency 
that  domestic  investing  institutions 
might,  collectively,  do  less  net  stock 
buying  this  year  than  last. 

To  niN'  mind,  this  technical  back- 
ground means  that  the  average  price/ 
earnings  ratio  for  common  stocks 
should  rise.  And  that,  in  turn,  means 
the  stock  market  should  be  able  to 
weather  any  conceivable  disappoint- 
ments in  reasonably  good  style.  To 
put  it  differently,  stock  prices  could 
rise  to  new  all-time  average  highs 
even  if  corporate  profits  were  to  fall 
short  of  current  hopes.  If  the  optimis- 
tic economists'  projections  of  year-to- 
year  earnings  gains  approximating 
20?  should  begin  to  seem  realizable, 
we  might  find  ourselves  dealing  with 
the  biggest,  most  pervasive  bull  mar- 
ket in  a  decade.   ■ 


465%  PROFIT 
IN  21  WEEKS? 

Yes,  NEW  ISSUES  sometimes  "explode" 
but  note,  too,  the  BIG  LOSERS  below 

In  the  volatile  new-issue  market,  "instant  winners"  sometimes  deliver  the 
magnitude  of  profits— in  just  weeks  or  months— which  may  require  several 
years  among  even  the  more  successful  mature  securities. 

But  there  are  also  sizable  risks.  The  table  below  (updated  to  Jan.  5)  shows 
the  biggest  chsmges  from  offering  price  among  the  new  issues  that  have  come 
on  the  market  in  the  latest  12  months. 


BIGGEST 
WINNERS 

Berkeley  Bio 
Pacesetr  Ind 
Faraday  Labs 
Tech  Transfr 
Reprographic 
Waxmon  Inds 
Pelorex  Corp 
Lennar  Corp 


DATE 
OfFERED 

06/21/71 
09/01/71 
08/10/71 
12/31/71 
03/23/71 
02/25/71 
03/02/71 
02/18/71 


PRICE 
CHANGE 

-1^500% 
+465% 
+320% 
+308% 
+306% 
+300% 
L260% 


BIGGEST 
lOSERS 

Medichek  Inc 
Notl  W  Mob 
Delta  Data 
Yorktn  Fabrc 
Helen  Troy 
Grime  Buster 
Panten  &  Co 
Southwst  Air 


DATE 
OFFERED 

03/24/71 
01/11/71 
01/20/71 
01/06/71 
06/02/71 
03/11/71 
09/24/71 
06/08/71 


PRICE 
CHANGE 

-90% 

-88% 
-86% 
-79% 
-76% 
73% 
-69% 
-67% 


HOW   TO    PARTICIPATE 

NEW  ISSUE  OUTLOOK  (averaging 
24  pages  weekly)  gives  you  compre- 
hensive and  objective  Advance  Re- 
ports on  EVERY  first-time  new  issue 
of  SEC-registered  stock— usually  well 
ahead  of  the  actual  ofTering  date. 
PLUS  a  full-scale  weekly  Computer 
Report  on  the  complete  trading  action 
—from  offering  to  present— in  EACH 
of  the  417  latest  new  issues. 
To  try  NEW  ISSUE  OUTLOOK, 
mail  $10  with  the  coupon  for  a  4- 
week    Guest    Subscription— 50%    off 


usual  per-copy  rate— with  30-day  full 
refund  guarantee. 


NEW  ISSUE  OUTLOOK 

14  Maiden  Lane,  N.Y..  N.Y.  10038 
Send  $10  to  Dept.  FB-48  with  30-Day 
Full  Money-Back  Guarantee. 


Name_ 


Address. 
j  City 


I  State. 

I  (Not  asmnnable  without  your  consent) 


.Zip. 


NVESTMENT 
MANA3EMENT 


WHY  GIVE  US 

PERMISSION 

TO  BUY  AND  SELL 

WITHOUT 

YOUR  PERMISSION? 

Because  we  specialize  in  managing  persona! 
Investment  accounts  of  $5,000  or  more  for  aggres- 
sive capital  grovi/th  for  investors  who  appreciate 
the  risks  and  rewards  of  a  common  stock  portfolio. 
You  own  the  stocks  -  the  account  is  in  your  name 
with  your  broker.  But  we  do  all  the  buying  and 
selling  -  we  have  a  full-time  staff  of  experienced 
market  analysts  assisted  by  continual  research  and 
computer  data.  If  that  makes  sense  to  you,  give  us 
permission  to  send  you  our  32-page  booklet 
"Declare  Your  Own  Dividends"  for  further 
explanation. 

SPEAR&SWRiNC 

lny«»tment  Management  Division   Dept.  MF-215 
Babson  Park,  Mass.  02157 

Please  send  me  a  complimentary  copy  of 
"Declare  Your  Own  Dividends."  Confidentially, 
my  account  would  amount  to  about  $ 


Name. 


Address. 


.State. 


-Zip. 
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Greater 

future  income 

can  be  the  goal 

of  a  $5,000  portfolio 

placed  under 

management  now 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000 — on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year"performance  record, "and  how 
it  may  help  you  now,  simply  write  Dept.  Q-88 

THE  Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  oaiSi 

Investment  Management   •    Incorporated  1936 


^tj?rr~  mn>  ISSUE 


POINT  &  FIGURE 


Monthly  P&F 
CHART  BOOK 


MARCH    1972 

issue  —  senf 

first  class  mail 

February    28th 

Big  3.'i6-page  volume  includes  charts  on  all 
NYSE  &  ASE  common  stocks,  posted  thru 
Weds.  Feh.  2.'!;  printed  by  electronic  computer. 
You  also  get  P&F  Charts  on  98  Industry 
Groups;  27  leading  technical  indicators;  analy- 
.sis  of  DJIA  Chart;  plus  DJIA  Chart  projected 
1  year  ahead. 

Whether  you  are  fundamentalist  or  technician, 
this  indispen.sable  tool  will  guide  you  in  your 
irivestment  decisions.  U.se  the.se  up-to-date  price 
histories  to  review  your  market  positions  and  be 
ready  for  any  market  turn. 

Send  check  for  $15  plus  $1.50  postage  to: 

CHARTCRAFT  CHART  BOOK 

Dept.  F-18,3,  1  West  Ave., 
Larchmont,  N.Y.  10538 

;V.y.  ghilr  iiM  i,iiiilir„l,lr  lax.  N.Y.  City  mid  7%  tax. 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


A 


ABRAHAM  &CO. 

Mtmbti]  New  Vork  Slock  E>chant>   inc. 

and  other  leading  ExchanKcs 

120  Broadway,  New  York,  N.  V   10005 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Candidates  For  Market  Attention 


As  Forbes  goes  to  press,  five  fac- 
tors point  to  a  change  in  climate,  1) 
The  bond  market— whose  trend  is  a 
barometer  of  the  stock  market— has 
been  decHning.  2)  Average  common 
stock  yields  now  are  at  levels  which 
historically  have  spelled  trouble  for 
the  price  trend.  3)  With  few  excep- 
tions, most  growth  stock  multiples  are 
historically  high.  4)  Fears  again  are 
being  voiced  about  the  lasting  power 
of  the  international  monetary  stability 
which  was  to  have  been  brought 
about  by  December's  revaluation. 
.5)  While  it's  perhaps  natural  for  the 
stock  market  to  be  ahead  of  business 
actualities  at  this  stage  of  the  cycle, 
immediate  trends  are  not  as  efferves- 
cent as  stock  prices. 

But  there  also  are  beneath-the-sur- 
face  considerations  which  cannot  be 
overlooked.  One  is  the  fact  that  noth- 
ing really  dramatic  has  developed  to 
change  my  year-end  hope  that  1972 
will  be  a  year  in  which  upside  mo- 
mentum accelerates  rather  than  di- 
minishes. Secondly,  I  see  at  least  par- 
tial compensation  to  many  of  the  sur- 
face debits.  For  example,  I  think  it  un- 
realistic to  fear  that  the  mid-Decem- 
ber currency  revaluation  will  not  be 
implemented  or  supported.  Similar- 
ly, fear  that  the  prospective  $39- 
billion  government  deficit  will  lead  to 
new  inflationary  pressures  which  up- 
set the  equihbrium  of  the  bond  and 
foreign  exchange  markets  overlooks 
two  points:  a)  While  budget  mes- 
sages are  notoriously  inaccurate,  the 
history  of  second-half  government 
spending  trends  suggests  that  the 
1971-72  deficit  will  not  represent  a 
budget  out  of  control,  b)  Money  rates 
are  at  current  levels  because  this  is 
where  the  Federal  Reserve  Board 
wants  them  to  Ix?— not  just  because 
loan  demand  is  sluggish. 

All  of  which  points  up  the  fact  that 
the  longer-term  stock  price  trend  still 
has  the  benefit  of  the  underlying 
pluses  which  led  to  the  new  phase  of 
markets  that  started  after  Thanks- 
giving. For  one  thing,  lower  money 
rates  (.short-term  rates  have  declined 
to  the  levels  of  the  mid-Sixties)  mean 
less  competition  for  idle  capital  and 
encourage  an  interest  in  common 
stocks.  And  the  moderate  rather  than 


Mr.   Lurie  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 


belligerent  tone  of  the  President's 
State  of  the  Union  Message— plus  the 
fact  that  the  Youth  Revolution  of  the 
Sixties  now  is  past  history— suggests  a 
temperate  election  campaign. 

Pkk  the  Right  Stocks 

Thus,  on  broad  view,  I  believe 
that  any  reaction  can  be  classified 
as  the  pause  that  refreshes  rather 
than  the  beginning  of  a  major  new 
trend.  In  this  connection,  1971  was 
proof  of  the  fact  that  it  can  be  more 
important  to  be  right  about  stocks 
than  right  about  the  stock  market. 
Furthermore,  new  candidates  for  at- 
tention are  steadily  coming  into  being; 
some  because  of  a  newly  favorable  in- 
dustry environment,  some  because  of 
corporate  developments.  Bearing  this 
in  mind,  I'd  like  to  highlight  some  is- 
sues which  have  caught  my  interest. 

American  Telephone  ir  Telegraph 
(around  45,  paying  $2.60)  interests 
me,  and  not  just  because  a  lessening 
of  inflationary  pressures  will  permit 
more  of  increasing  gross  to  be  trans- 
lated into  net.  Nor  because  the  al- 
most 5.8%  yield  and  the  consistent 
dividend  record  since  1885  have  new 
attraction  in  today's  interest  rate  en- 
vironment. Rather,  it  seems  to  me  that 
the  company's  1972  earnings  potential 
may  be  better  than  generally  appre- 
ciated inasmuch  as:  1)  A  recent  Mas- 
sachusetts Supreme  Court  ruling  that 
the  company  is  entitled  to  not  less 
than  an  11%  rate  on  equity  capital 
has  favorable  implications  for  the 
outcome  of  the  $1.7  billion  of  pending 
rate  increases,  2)  With  about  45%  of 
the  company's  gross  obtained  from 
toll  calls,  a  swelling  business  upturn 
would  have  direct  impact  on  revenues. 
The  reopening  of  the  FCC  investiga- 
tion of  the  company  will,  it  seems  to 
me,  have  relatively  little  ettect  on  the 
stock  over  the  long  term.  Meanwhile, 
AT&T's  imaginative  private  financing 
removes  the  threat  of  a  common  stock 
offering  in  the  near  future. 

The  prospect  that  truck  sales  will 
reach  another  new  all-time  record  in 
1972  directs  attention  to  International 
Harvester  (around  29,  paying  $1.40). 
This  because  truck  sales  contributed 
over  50%  of  fiscal  1971  volume,  and 
the  company  increased  its  market 
share  in  every  weight  classification, 
particularly      in      heavy-duty      trucks 
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.loreover,  farm  equipment  sales, 
vhich  contributed  some  30%  of  1971 
olume,  gained  momentum  in  the  sec- 
ond half  of  last  >  ear,  momentum  which 

believe  will  continue  in  1972.  While 
he   construction    equipment   business 

13c  of  sales)  has  thus  far  failed  to 
ive  up  to  its  earnings  potential— and 
here  are  some  problem  areas  outside 
if  the  U.S.— Har\ester's  total  foreign 
■amings  should  equal  last  year's  close 

0  4()-cent  per  share  contribution.  In 
(ther  words,  I  believe  the  stage  has 
)eeM  set  for  a  sharp  earnings  turn- 
round  in  the  current  fiscal  year.  I 
isualize  a  S2-S2..50  per-share  earn- 
ngs  potential  this  \ear  which  would 
■onipare  with  profits  of  $1.65  in  1971 
ind  SI. 92  in  1970. 

Profit  Potentials 

I'm  intrigued  with  Wa.shinfiton  Post 
7o.  (paying  20  cents),  part  of  whose 
toclc  was  offered  to  the  pul)lic  in 
une  1971  at  26  and  which  now  is 
elling  around  27  on  the  American 
(tock  Exchange.  Both  the  \Vas}im<i,ton 
'ost  (fifth  largest  in  advertising  linage 
mong  all  the  newspapers  published 
n  the  U.S.)  and  Seicsweek  (whose 
hare  of  the  advertising  in  the  three 
eachng  newsmagazines  has  been  in- 
•reasing)  obviously  are  affected  b\ 
;enera]  economic  conditions.  An  im- 
)ro\ing  economy  plus  higher  rates 
hoiild  ha\e  a  direct  reflection  in  prof- 
Is  for  the  coming  year. 

The  company's  broadcasting  oper- 
;tions  enjoyed  substantially  higher 
amings  in  1971  even  though  the 
renil  for  the  industry  was  downward, 
rhe  nonrecurring  charges  that  ad- 
'ersely  affected  last  year's  Newstceck 
nagazine  and  book  publishing  profits 
which  were  off  sharply)  now  arc 
)ast  history.  The  leverage  in  this  area 
»f  the  business  is  quite  high,  witness 
he  fact  that  magazine  division  oper- 
iting  profits  before  taxes  were  rougli- 
y  SI.  1.5  per  share  in  1969.  I  visualize 

1  sharp  increase  in  1972  earnings  from 
he  roughly  SI. 50  per-share  total  prof- 
ts  likely  to  be  reported  for  1971, 
vhich  will  compare  with  $1.22  in 
.970  and  an  all-time  peak  of  $1.95 
eptjrted  in  1969. 

In  a  sense,  history  is  on  the  side  of 
he  optimists.  Witness  the  facts  that: 
.)  The  market  rose  in  about  13  of  the 
)ast  18  election  \ears.  2)  Prices  were 
ligher  in  December  than  in  June  in 
[5  out  of  the  past  18  election  years. 
.Vhenever  the  year-end  rally  from  the 
December  low  has  been  10%  or  more, 
I  generally  good  year  followed.  An! 
he  market  this  time  was  up  almost 
.5?.  Thus,  apart  from  the  fact  that 
here  as  yet  is  no  evidence  of  major 
nternal  weakness,  the  long-term  risks 
:an  be  said  to  be  minimal.   ■ 
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266th  common  DIVIDEND 


A  regular  dividend  at  the  increased  rate  of  Fifty-seven  and 

Two-tenths  Cents  (57.2<i')  per  share  has  been  declared  upon  the 

Common  Stock  of  American  Brands,  Inc.,  payable  in  cash  on 

March  1,  1972,  to  stockholders  of  record  at  the  close  of  business 

February  4,  1972.  Checks  will  be  mailed. 

January  25,  1972  C.  A.  Mehos,  Vice  President  and  Treasurer 

OPERATING  UNITS: 

GALLAHER     LIMITED 

fllararsTB.  Jjl  cam  JlJisiillmt^  (Ko. 


^Dioi^taU'ne- 


/A/L- 


The  Andruw  Jergkns  Companv 
Master  Lock  Company 

SunsiSine  Biscuits,  mc. 


I  VISIBLE  I    RECORDS.  INC. 
OUFFY-MOTT   COMPANY.  INC. 

AMERICAN  BRANDS.  INC,  245  PARK  AVENUE.  NEW  YORK,  N.V.'IOOIT' 


^  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUND  INC 

Objective:  Capital  Appreciation. 

The  Fund  will  seek  long-term  capi- 
tal growth  by  investing  in  com- 
panies operating  in  areas  believed 
to  be  promising. 

NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

For  free  prospectus  write  or  call: 


Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Dept.  A6 
Baltimore,  Maryland  21201  (301)  539-1992 

Name 


""I 


Address- 
City 


.State. 


Zip  Code_ 


about  tnef  811  ^»l«4^ 

send  icrlree  prospectus 

The  Prospectus  and  literature  we  will  send 
you  tells  you  not  only  about  the  performance 
record  of  Energy  Fund  as  of  our  latest  shareholder 
report,  but  also  about  •  the  cost  of  management 

•  the  name  and  company  positions  of  Energy 
Fund's  directors  and  advisors  •  the  list  of 
stocks  in  which  Energy  Fund  has  invested 
as  of  our  latest  report  •  the  objectives, 
investment  policies  and  investmsnt  restrictions 
of  Energy  Fund  •  selling  and  redemption 
rights  •  allocation  of  brokerage  •  annual  rate 
of  portfolio  turnover  •  the  arrangements 
made  for  safekeeping  of  Energy  Fund's 
portfolio  securities  and  cash- 

•  and  more 


NO  LOAD 

NO  SALES  COMMISSION 
NO  REDEMPTION  FEES 


Enerty  Fund  120  Broadway,  N.  Y.  1000s  DMt  ZF    i 

(212) 344-5300  | 


Please  send  me  the  Free  prospectus  ind  llttrituiv 
on  ENERGY  FUND. 

Name ^^_^___^_^___^^.^_ 

Address 

City 


-State- 


-2ip. 
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T.ROWE  PRICE 
GROWTH  STOCK 
m.FUHD,IMC. 

A£_^^  Ell.  1550 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


I   T.  Rowe  Price  Growth  Stock  Fund.  Inc. 

I    One  Charles  Center,  Dept  A6  _ 

Baltimore,  Md.  21201  Phone  (301)  539-1992     I 


LET 

AMERICA'S    FASTEST 
GROWING   COMPANIES 

help  you  pinpoint  those  firms  whose  profits  are  grow- 
ing 5  to  8  times  faster  than  the  averoge  U.S.  Corpora- 
tion. Each  month,  this  60-page  service  provides  a  con- 
tinuing review  of  the  prospects  for  160  companies. 
In  addition,  AFGC  reports  on  "Growth  Companies  New 
to  the  Public."  These  companies  hove  been  selected  from 
severol  hundred  new  issues  because  of  their  fine  record 
of  profit  growth  and  promising  outlook. 

JOHN  S.  HEROLD,  INC. 

Greenwich,  Conn.  06830 

Enclosed  is  $15  for  o  2-month  triol  to  AFGC.  I 
understand  my  money  will  be  refunded  if  I  om  not 
pleased   with   the   report. 


Nome 
Street 
City    .. 


..State.. 


..Zip.. 


F-2/15 


AGING 

SCOTCH  WHISKY 

IN  THE  FORM  OF  A 
REGISTERED      S.E.C.      INVESTMENT      CON- 
TRACT MAY  PRODUCE  INCOME  TAXABLE  AS 

CAPITAL  GAINS 

FEB.  1972  SELLING  PRICES 

1964  FALL  GRAIN $1.22  per  gallon 

1963  FALL  GRAIN $1.57  per  gallon 

1962  FALL  GRAIN $2.94  per  gallon 

1961  FALL  GRAIN $5.10  per  gallon 

1960  FALL  GRAIN $7.65  per  gallon 

I'lieis   iiml  yuripliis   mhjtrt  to  ehangr   irilhuiit   nattce. 

This  commocJity  staple  is  traded  in  dollars, 
sterling  or  ottier  currencies— minimum  $2400 
—and  IS  not  subject  to  interest  equalization 
tax. 

rlliisl    Mllil    la,     I'lOKIierluS 

ACCRUED   EQUITIES,   INC. 

(Since   1954) 

Writ*  F.  F.  Schoenwald 

122  E.  42nd  St.,  N.Y..  N.Y.  10017  (212)  MO  1-3595 
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WALL  STREET  VIEW 

By  Robert  Stova/I 


How  To  Buy  Perpetual  Options 


When  hope  creeps  back  into  the 
market— as  it  has  been  doing— interest 
inevitably  grows  in  put  and  call  op- 
tions. Especially  is  this  true  toda\ 
when  investors  are  becoming  more 
sopliisticated  and  looking  for  new- 
ways  to  put  their  money  to  work. 

Options  are  a  simple  enough  con- 
cept. A  call  option  gives  the  buyer 
the  right  to  buy  100  shares  of  a  spec- 
ified stock  at  a  specified  price  for  a 
specified  period  of  time;  the  time  pe- 
riods are  usually  six  months  and  ten 
days,  95  days  or  35  days. 

A  put  option  is  simply  the  reverse 
of  a  call  option.  It  gives  the  holder 
the  right  to  sell  100  shares  at  a  spec- 
ified price  for  a  specified  time. 

How  do  you  make  money  with  op- 
tions? If  you  have  to  pay  $500  for  the 
right  to  buy  100  shares  at  $40  and 
the  stock  goes  to  $50,  then  vou  make 
$500.  You  pay  $4,000  for  the  stock 
and  $500  for  the  option,  but  the  stock 
now  is  worth  $5,000.  You  have  dou- 
bled your  money.  But  if  the  stock 
doesn't  go  up  in  time,  you  lose  the 
entire  option  price.  It  works  roughly 
the  same  way  with  put  options,  ex- 
cept that  you're  hoping  the  stock  will 
go  down  so  that  you  can  "put "  it  for 
more  than  the  market  price. 

Human  nature  being  human  na- 
ture, most  of  the  action  in  options  is 
on  the  bullish  side,  the  call  side.  Nor- 
mally, about  90%  of  all  options  pur- 
chased are  calls.  But  at  turning  points 
in  bear  markets,  when  the  public  is 
discouraged,  the  sales  of  puts  tend  to 
go  up;  they  went  up  sharply  in  197rs 
pre-Tlianksgiviiig  market,  shortK  be- 
fore stocks  turned  around.  Last  month 
the  demand  for  puts  remained  rela- 
tively high,  suggesting  that  stocks  are 
heading  somewhat  higher. 

Clearly,  option  buying  is  an  aggres- 
sive method  of  .seeking  capital  growtli 
over  a  relatively  short  time.  The  dy- 
namics of  leverage  enable  the  option 
buyer  to  participate  in  the  near-term 
prospects  of  sc\eral  stocks  witli  the 
same  amount  of  capital  it  would  take 
to  bu\  outright  100  shares  of  just  one 
of  those  stocks.  But  don't  forget:  The 
option  bu\er  can  lose  the  entire  pre- 
mium he  paid  for  his  option  or  lOO'i' 
of  his  investment.  Another  ill-defined, 
but   accepted,   statistic  of   the   option 

A  guest  columnist.  Mr    Stovall  is  a  vice  president  of 
the  NYSE  firm  of  Reynolds  Securities  Inc. 


business  is  that  over  a  long  period  of 
time  well  over  50%  of  all  options 
bought  are  not  exercised,  meaning 
total  loss  of  the  premium  to  the  pur- 
chaser. (However,  that  premium  loss 
might  well  have  prevented  a  larger 
capital  loss.  Many  rueful  holders  of 
Penn  Central  can  appreciate  this.) 

"Opf/ons"  on  Grovvfh 

Realizing  that  not  everyone  is  emo- 
tionally attuned  to  option  buying,  I 
have  developed  a  tactic  I  call  the 
"perpetual  option  theory."  It  has  some 
of  the  attraction  of  options  without  { 
the  risks  of  expiration  or  of  total  loss. 
It  has  to  do  with  low-priced  stocks  of 
companies  which  ha\'e  a  recognizable 
consumer  franchise,  raw  material 
base,  or  odier  asset  \'alue  which  is 
currenth-  not  earning  a  fair  return  or 
whose  prospects  ha\'e  been  suspect. 

To  qualify  as  a  perpetual  option,  a 
stock  should  .sell  at  a  low  price  rela- 
tive to  its  past  experience.  The  theory 
basically  is  this:  With  little  or  no  earn- 
ings and  little  if  any  dividend,  the  ; 
equity  in  an  undiscovered  or  ill-starred 
company  is  basically  a  perpetual  op- 
tion on  the  possibility  that  manage- 
ment will  regain  some  of  its  former 
thrust,  or  be  the  subject  of  a  merger  or 
fulfill  a  growth  program.  There  is  no 
time  factor  here,  therefore  no  fear  of 
total  loss  via  expiration  of  an  option. 
Of  course,  there  is  no  fixed  limitation 
on  the  amount  of  loss;  it  could  be 
substantial  if  the  compan\  expires. 
Naturally,  we  do  not  play  this  per- 
petual option  game  in  bear  markets 
because  the  relative  \aliie  difference 
is  not  sufficientK  wide  between  the 
haves  and  the  have-nots  of  the  invest- 
ment firmament.  Since  m\'  "Bear 
Trap"  column  (Forbes,  Not".  15, 
1971),  psychology  has  changed  def- 
initely for  the  better  and,  in  my  opin- 
ion, the  perpetual  option  theory  can 
be  useful  again. 

A  few  examples  might  be  handy. 
Domestic  copper  prices  look  likeK'  to 
turn  up  in  the  near  future.  Signs  of 
strength  are  alieady  apparent  in  scrap 
prices  and  in  the  foreign  copper 
prices.  The  normal  4-to-8-cent  pre- 
mium that  U.S.  copper  usually  com- 
mands over  London  Metal  Exchange 
quotations  has  virtually  evaporated. 
Among  the  most  highly  leveraged 
copper    producers    is    Copper    Range 
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MONTHLY    P&F 

O-T-C 

CHART   BOOK 


March    1972    issue 

mailed   first   class 

February    28th 


fflJ-lMl 


Novs— to  complement  vour  fundamental  research 
— vou  can  see  at  a  glance  P&F  Charts  on  over 
1900  actively-traded  O-T-C  industrial,  bank  and 
insurance  stocksl 

3-box  reversal  charts  are  posted  to  closing 
N.ASDAO  bid  prices  of  Thurs.  Feb.  24.  then 
printed  bv  electronic  computer.  Also  includes 
3-box  reversal  chart  of  O-T-C  iridustrials.  chart - 
ina  instrxictions.  practice  exercise. 

Send  check  lor  Sl/i  plus  M>e  imxtaae  to: 

CHARTCRAFT  O-T-C  CHART  BOOK 

Dept.  F-185.  1  West  Ave., 
Larchmont.  N.Y.  10538 
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DIVIDEND  NOTICE 

More  than  780,000  owners  of 
.standard  Oil  Company  (New 
Jersey)  will  share  in  the  earn- 
ings of  the  Company  by  a  divi- 
dend of  95c  i)er  share  declared 
January  26,  1972  and  payable 
.March  10,  1972  to  shareholders 
of  record  February  10,  1972. 

1972  is  the  90th  consecutive 
year  in  which  cash  dividends 
have  been  paid. 

Standard  Oil  Company 

(New  Jersey) 


Increase  in 

CommonStock 

Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  January  20,  1972, 
declared  a  regular  (|uarterly  divi- 
dend of  fifty-two  cents  (52c)  per 
.share  on  the  Corporation's  Common 
Stock.  This  dividend,  which  repre- 
sents an  increase  of  2  cents  per 
share  over  the  quarterly  rate  paid 
in  1971,  is  payable  February  29, 
1972  to  stockholders  of  record 
January  31,  1972. 

LeROY     J.     SCHEUER.MAN 

Secretary  and  Treasurer 

Central  AND  South  West 
Corporation 

Wilmington,  Delaware 


(CPX,  22).  Each  1-cent  increment  in 
the  price  of  copper  is  estimated  as  the 
ecjuivalent  of  75  cents  per  share  of 
earnings  on  an  ainiual  basis.  Kennecott 
and  Phelps  Dodge  might  be  better 
investments  in  the  copper  business, 
but  Copper  Range  is  the  logical  can- 
didate for  perpetual  option. 

Ashland  Oil  Canada  Ltd.  (AHX, 
14)  is  a  perpetual  option  on  the  abili- 
ty of  its  majority  owner,  Ashland  Oil, 
Inc.,  to  add  additional  production 
properties  to  become  an  important 
factor  in  Canadian  and  Arctic  explora- 
tion fields.  Formed  in  1970  through 
a  merger  of  Canadian  Gridoil  Ltd., 
Ashland  Oil  Canada  is  now  in  the 
process  of  acquiring  Empire  State 
Oil,  the  parent  company  having 
bought  Union  Carbide's  properties. 
This  as.set  and  earnings  buildup  in 
politically  safe  areas  is  intriguing. 

An  as.set-rich  company,  currently 
sloughing  through  a  "what-else-can- 
go-wrong"  period,  is  Castle  <b  Cooke 
(CKE,  17),  the  largest  of  the  Hawai- 
ian-based land  and  agri-industry  com- 
panies. Recurring  dock  strikes,  re- 
duced building  activity  in  California, 
a  slowdown  in  tourism  in  Hawaii,  pro- 
duction problems  in  sugar,  low  prices 
for  bananas  and  the  tuna  fish  scare 
have  all  contributed  to  the  woes  of 
the  last  two  years.  The  assets  remain, 
however,  and  earning  power  recovery 
seems  only  a  matter  of  time. 

Renaissance  for  American 

A  truly  classic  perpetual  option  is 
American  Motors  (AMO,  8)  because 
of  the  low  price  of  the  shares,  its  size 
and  its  well-known  brand  name. 
American  Motors  is  a  statistician's 
dream  Ix-cause  of  the  leverage  inher- 
ent in  its  market  penetration  possibili- 
ties. While  a  substantial  gain  in  auto- 
mobile rrwirket  share  does  not  look 
likely  for  1972,  a  continuing  trend  to- 
ward small  cars  and  utility  vehicles 
such  as  AMO's  Jeep  could  create  a 
renaissance  for  this  company  in  time. 

The  most  extreme  of  the  perpetual 
options  that  I  think  would  qualify  are 
companies  currently  operating  at  def- 
icits. A  leading  manufacturer  of  rapid 
transit  and  railroad  commuter  cars. 
General  Steel  Indusiries  (GSI,  9),  has 
just  completed  its  second  consecutive 
year  of  deficit  operations  after  many 
years  of  profitability  accompanied  by 
generous  dividend  payouts.  The  St. 
Louis  car  division  is  expected  to  lose 
money  on  its  current  New  York  City 
transit  car  contracts  when  delivery 
is  made.  The  leverage  here  is  sub- 
stantial because  of  the  potential  mass 
transit  programs  around  the  country. 

These  are  my  perpetual  option 
candidates.  You  can  pick  your  own.  1 
think  the  1972  environment  is  suitable 
for  this  type  of  speculation.  ■ 


GROWTH  INDUSTRY  SHARES 

a  no-load 
mutual  fund 

Investment  adviser 
William  Blair  &  Company 


For  GIS  prospectus 
mail  coupon  or  phone  (312)  346-4830 


Growth  Industry  Shares,  Inc.  Rm.  2903 
135  S.  LaSalle  St.,  Chicago,  IL  60603 
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Jr^^L  Investments  Geared  to  America's  Future 

^* Johnston 

Mutual  fbnd 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (Keogh  Act) 

Ma/7  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund,  Inc. 
460  Park  Ave.,  N.Y.C.  10022    Dept.  C 
Phone:  (212)  679-2700 

NAME 


ADDRESS. 


TEST 

FINANCIAL  WORLD 

Uncovering  sound  stock  values  for  70 
years.  $6  tax-deductible  Trial  Oflfer 
gives  you  all  this:  12  weekly  issues; 
3  monthly  supplements  of  "Independ- 
ent Appraisals";  Advice-by-Mail 
Privilege  each  week;  Bonus  $2.75 
Twelve  Year  Stock  Record  Book. 
Send  payment  to  Financial  World, 
Dept.  FB-215,  17  Battery  Place, 
N.Y.  10004.  Money  back  guarantee. 
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Hey,  McCaffrey  and  McCall! 

Some  of  the  most  important  executives  you  know  run  these  companies: 

American  Broadcasting  Cos.,  Inc.  J.  C.  Penney  Co.,  Inc. 

American  Cyanamid  Co.  Pfizer  Inc. 

Borg-Warner  Corp.  Standard  Oil  Co.  (New  Jersey) 

Hiram  Walker  J.  P.  Stevens  &  Co.,  Inc. 

Merck  &  Co.,  Inc.  Westvaco 

North  American  Philips  Corp.  ■ 

And  what  do  they  read  most?  Here's  what  they  told  Erdos  and  Morgan:  * 

QUESTION  1:  Please  check  below  those  magazines  you  read  regularly  (at  least  3  out  of  4i 
issues). 


Magazine 

No. 

% 

FORBES 

89 

73.0 

Business  Week 

75 

61.5 

Time 

66 

54.1 

Fortune 

57 

46.7 

Newsweek 

36 

29.5 

U.S.  News  &  World  Report 

28 

23.0 

If  you  have  checked  more  than 

two  of  the  above 

magazines,  which  two 

read  most  thoroughly? 

FORBES 

62 

50.8 

Business  Week 

52 

42.6 

Time 

48 

39.3 

Fortune 

23 

18.9 

U.S.  News  &  World  Report 

15 

12.3 

Newsweek 

15 

12.3 

Not  stated 

5 

4.1 

Now  it's  likely  that  all  the  officers  of  these  important  McCaffrey  and  McCall  clients  receive  al 
six  of  these  magazines  regularly.  But  it's  what  they  read  that  matters— not  what  they  get. 

So  if,  on  behalf  of  your  clients,  you  want  to  know  the  most  economical  and  best  way  to  react 
top  executives,  don't  you  think  a  survey  of  the  reading  habits  of  the  top  men  among  your  top 
clients  constitutes  a  convincing  assortment? 

FORBES  readers  don't  just  own  American  business. 

They  run  it.  Forbes:  capitalist  too 

*Seven  out  of  ten  corporate  officers  in  these  companies  responded  to  a  two-question  survey  conducted  during  December  197^ 
and  January  1972  by  the  independent  research  firm  of  Erdos  and  Morgan,  Inc.  The  study  included  all  McCaffrey  and  McCal 
clients  (or  their  parents)  reporting  annual  revenues  of  $100,000,000  or  more  (excluding  banks  and  insurance  companies) 
Of  a  net  mailing  to  176  corporate  officers  (including  all  chairmen,  presidents,  vice-presidents,  secretaries,  treasurers  am 
comptrollers),  122  or  69.3%  responded. 
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Index  of  Advertisers— February  15,  1972 

G  Indicated  below  are  those  general  advertisers  who  will  make  additional  infor- 
mation or  annual  reports  available  to  Forbes  readers  as  stated  in  their  advertise- 
ments on  the  pages  noted.  Advertisers  designated  with  an  asterisk  '-will  provide 
information  (not  annual  reports)  only  to  those  who  write  directly  on  company 
letterhead. 
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Intermarco.  Inc.  NEW   COUNCIL   FOR   ADVERTISING   53-53 
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Agency:   Albert  Frank.Quenther  Law  Agency:   Arthur  Lockard  &  Co.,  Inc. 
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Agency:    J     Walter    Thompson    Company  (ROYAL   AGES    SCOTCH)  8 

D  CONTINENTAL  TELEPHONE  Agency:    Martin  Landey,  Arlow  Adv. 

CORPORATION                                 6  PANHANDLE   EASTERN 

Agency     Sutter  &  Geller  Inc.  piPE    LINE   COMPANY                                       55 

THE    DANFORTH    ASSOCIATES         76  Agency:   Albert  FrankGuenther  Law 

Agency:    Wunderman.  Ricotta  &  PET    INCORPORATED  47 

^""*'  '""^  Agency:   Stolz  Advertising  Company 

DREXEL    FIRESTONE     INCORPORATED   36  ^^WF    PmCF    NFW   FRA 

Agency:  Doremus    &  Company  pO|l™^   "j^'CE   NEW   ERA                                ^^ 

D  DUBBINGS   ELECTRONICS,    INC.                55  Agency:   VanSant.  Dugdale  and  Co. 
Agency     The  Donroy  Advertising  Co. 
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D  ESB    INCORPORATED                       2nd    Cower  STOCK    FUND,    INC.                                           78 

Agency     Howard  H.  Monk  and  Agency:    VanSant,  Dugdale  and  Co. 
Associates,  Inc 
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Agency:    J     Walter    Thompson    Company 

D  EATON  CORPORATION                 Back  Cower  i^fvlsTO^Ts  'sIrvIcE^                                  70 

Agency:    J     Walter   Thompson    Company  Agency:    Arthur  Lockard  &  Co.,  Inc. 

LIONEL  D.  EDIE  &  COMPANY,  INC.          74  „    ,    pFYNni  n«;  iMniiQTOiPC    iiur           « 

Agency:    Ogiivy  &  Maiher  Inc  "•  ^  REYNOLDS  INDUSTRIES,  INC.          56 

Agency:  Long,  Haymes  &  Carr.  Inc. 

D  EMPIRE    DIAMOND    CORPORATION  46  

Agency:    Dobbs  Adveriising  Company  REYNOLDS   SECURITIES    INC.                       81 

Agency:  Albert  FrankGuenther  Law 
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Agency:    The  Leo  Baron  Agency  Inc.  SOUTHERN    RAILWAY   SYSTEM                .    41 
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Agency:    Albert  FrankGuenther  Law  SPEAR  &  STAFF,  INC. 

FIRST   NATIONAL  INVESTMENT  MANAGEMENT  DIVISION   75 

BOSTON    CO.^PORATION                 51  Agency:  Alfred  S.  Buyer.  Inc. 

Agency:    Humphrey  Browning  STANDARD   OIL  COMPANY 

MacDougall  Inc.  (NgW    JERSEY)                                                     79 

D  FIRST   UNION    NATIONAL   BANK  Agency:    Albert  Frank  Guenther  Law 

"^ge^^cy"  K^inc'l^d  Advertising  Agency     "  ^;:< STUDEBAKER   WORTHINGTON   INC.           61 

^                                                   B     B        7  Agency;    Doremus  &  Company 
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D  THE  FORTUNE  BOOK  CLUB         65,  66,  67  Div.  of  Triangle  Publications,  Inc 57 

Agency:    Scali,  McCabe,  Sloves.  Inc.  Agency:    N.  W.  Ayer  &  Son,  Inc. 

FUNDSCOPE           69  TRANSAMERICA    CORPORATION                 44 

Agency:    Doremus  &  Company.  Ltd.  Agency:    Doyle  Dane  Bernbach  Inc. 

GENERAL  ELECTRIC  COMPANY  34-35         D  TRUE    MAGAZINE     63 
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INVESTMENT   SURVEY  72 

GROWTH   FUND   RESEARCH,   INC.      .69  Agency:   The  Vanderbilt  Advertising 

Agency:    Leiand  Hill  Advertising  *                           Agency.  Inc. 
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HouiTo 
Ring  Up 
TaK-Free 
Iniome- 


f  or  yourself! 

Buy  municipal  bonds! 

You'll  find  most  of  the  important 
reasons  why  clearly  spelled  out  in  our 
brand-new  booklet,  "Do  You 
Qualify  for  Tax-Free  Income?" 

From  tax-exempt  interest  to  a 
startling  record  of  safety.  From 
flexibility  and  liquidity  right  on 
through  practically  certain  capital 
gains  on  long-term  bonds  now  selling 
at  discounts. 

Why  don't  even  more  people  in 
higher  tax  brackets  buy  such 
attractive  investments? 

We  think  it's  because  municipals 
have  always  seemed  complex, 
confusing  and  something  of  a 
mystery  to  the  average  investor  with 
a  portfolio  of  common  stocks. 

That's  why  we've  just  published 
"Do  You  Qualify  for 
Tax-Free  Income?" 

That's  why  we're  offering 
a  complimentary  copy  to 
anyone  who  simply  mails  us 
this  coupon. 


Yes,  please  mail  me  a  copy  of 

"Do  You  Qualify  for  Tax-Free  Income?" 

FO 

Name 


Address 


City 


State 


Zip 


Telephone 


Reynolds 

Securities  Inc. 

MEMBERS  NEW  YORK  STOCK  EXCHANGE,  INC. 
AND  OTHER  LEADING  EXCHANGES 

120  Broadway,  New  York,  N.Y.  10005 
Offices  Coast  to  Coast 
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THOUGHTS... 


ON  THE 
BUSINESS  OF  LIFE 


Other    people    are    quite    dreadful. 
The  only  possible  society  is  one's  self. 
—Oscar  Wilde 


Associate  with  men  of  good  quality, 
if  you  esteem  your  own  reputation,  for 
it  is  better  to  be  alone  than  in  bad 
company.         —George   W.\sraNGTON 


He  that  falls  in  love  with  himself 
will  have  no  rivals. 

—Benjamin  Fr.\nklin 


We  are  all  travelers  in  the  desert  of 
life  and  the  best  we  can  find  in  our 
journey  is  an  honest  friend. 

—Robert  Louis  Stevenson 


Never  put  a  man  in  the  wrong.  He 
will  hold  it  against  you  forever. 

—Will  Durant 


Those  who  desire  fame  are  fond  of 
praise  and  flattery,  though  it  comes 
from  their  inferiors. 

—Pliny  the  Younger 


Do  you 'wish  men  to  speak  well  of 
you?  Then  never  speak  well  of  your- 
self. —Blaise  Pascal 


Fame  has  only  the  span  of  a  day 
they  say.  But  to  live  in  the  hearts  of 
the  people— that  is  worth  something. 

— OUIDA 


Ofttinies  nothing  profits  more  than 
self-esteem,  grounded  on  just  and 
right  well  manag'd. 

—John  Milton 


B.   C.  FORBES 

Is  your  goal  in  life  such  that 
the  reaching  of  it  would  win 
tjou  a  place  in  the  hearts,  the 
affections,  the  esteem  of  others? 
Or  ivould  it  please  only  your- 
self? If  that  is  so,  it  wouldn't  do 
even  that. 


If  you  wish  your  merit  to  be  known, 
acknowledge  that  of  other  people. 

—Omental  Proverb 


To  become  a  thoroughly  good  man 
is  the  best  prescription  for  keeping  a 
sound  mind  in  a  sound  body. 

—Frances  Bowen 


Tis  sweet  to  feel  by  what  fine-spun 
threads  our  affections  are  drawn  to- 
gether. —Laurence  Sterne 


You  will  make  more  friends  in  a 
week  by  getting  yourself  interested  in 
other  people  than  you  can  in  a  year 
by  trying  to  get  other  people  inter- 
ested in  you.         —Arnold  Bennett 


All  tnie  love  is  founded  on  esteem. 
—George  Buckingham 


A  man  is  little  the  better  for  liking 
himself  if  nobody  else  like  him. 

— THOM.A.S  Fuller 


Self-love  is  the  instrument  of  our 
preservation;  it  resembles  the  provi- 
sion for  the  perpetuity  of  mankind— it 
is  necessary,  it  is  dear  to  us,  it  gives 
us  pleasure,  and  we  must  possess  it. 

—Voltaire 


He  that  can  please  nobody  is  not  so 
much  to  be  pitied  as  he  that  nobody 
can    please.  —Caleb    Colton 


It   is  vei7   noble  hypocrisy   not   to 
talk  of  one's  self.  —Nietzsche 


If  the  people  around  you  are  spite- 
ful and  callous  and  will  not  hear  you, 
fall  down  before  them  and  beg  their 
forgiveness;  for  in  truth  you  are  to 
blame  for  their  not  wanting  to  hear 
you.  — Fyodor  Dostoyevski 


Our  merit  gains  us  the  esteem  of 
the  virtuous— our  star  that  of  the  pub- 
lic. —La  Rochefoucauld 


Self-love  is  not  so  vile  a  sin  as  self- 
neglecting.  —Shakespeare 


Though  we  travel  the  world  o\er 
to  find  the  beautiful,  we  must  carr\  it 
with  us  or  we  will  find  it  not. 

—Ralph  Waldo  Emerson 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  hook 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
7%;  New  York  City,  7%.) 


A  Text . . . 


Sent  in  by  Melinda  Grisham, 
Kew  Gardens,  N.Y.  What's  your 
favorite  text?  The  Forbes  Scrap- 
lx>ok  of  Thoughts  on  the  Busi- 
ness of  Life  is  presented  to  send- 
ers of  texts  used. 


//  thou  be  wise,  thou  shalf  be  wise 
for  thyself:  but  if  thou  scornest,  thou 
alone  .shalt  bear  it.      —Proverbs  9:12 
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At  General  Electric  Credit,  we  have  many 

ways  to  help  vou  grow. 

For  real  estate  ventures,  we  can  provide 

land  Ic  ns,  developnnent  loans, 

constri  :tion  k    ns,  standbys,  and 

seconci  nortgaaos  on  seasoned  income 

produc  ig  properties. 

For  ind  stry,  we  finance  and  lease  a 

widev£    etyofn  •.chinery  and  equipment. 

Even  ei   ire  plai     ! 

We're  e  eading      urce  of  consumer 

credit,  1  o.And      .  competitive  finance 

plans  h  :p  disi        ors  and  retailers 


increase  their  sales. 

Actually,  we're  specialists  in  a  wide 

range  of  fields  in  which  we  tailor-make 

plans  to  fit  individual  requirements. 

And  —  like  our  parent  company  —  we're 

innovators,  too! 

So  if  you'd  like  a  financial  architect  at 

your  side  when  you  map  out  your  next 

project,  talk  to  us.  We'll  help  you  make 

the  most  of  your  money. 

Remember:  at  General  Electric  Credit, 

we  finance  and  lease  some  of  the  most 

un-electric  things  imaginable. 


Genera 
Electric 
Credit 

CORPORATION 


Administrative  Offices: 

Stamford,  Connecticut  06902  •  (203)  327-770 

Equipment  and  Fleet  Leasing 

Commercial  and  Industrial  Time  Sales  Plans 

Computer  Financing  and  Leasing 

Capital  Loans  and  Real  Estate 

Accounts  Receivable  and  Inventory  Financinc 

Consumer  Credit 

Mobile  Homes  •  Home  Modernization  •  Boai 


^'How's  business?'' 
''Compared  with  what?'' 


BURLINGAME 


FEB  2  2  197? 
LIBRARY 


^Uts  15 


Socrates,  they  say,  was  married  to  a  nagging,  complaining  shrew,  Xanthippe. 

One  day  a  friend  greeted  the  great  sage  and  asked,  "And  how  is  Xanthippe 
today?" 

"Compared",  Socrates  asked,  "with  what?" 


If  (or  when)  stockholders,  bankers,  reporters  inquire,  "How's  business?",  you 
might  think  (and  ask)  "Compared  with  what?"  Compared  with  two  years  ago 
—  not  so  good,  but  business  still  goes  on,  a  record  of  80  million  Americans 
were  employed  in  1971,  and  business  is  doing  whatever  will  bring  further 
improvement. 

Compared  with  10  years  ago?  Business  is  good  —  far  better  than  we  would 
have  thought  possible  in  those  days. 

Compared  with  a  year  or  two  from  now?  Not  as  good  as  it  will  be  then, 
because  wise  Americans  are  modernizing  plants  and  products  with  new  equip- 
ment such  as  Warner  &  Swasey  machines  —  cutting  costs,  working  harder. 


As  wise  Socrates  knew,  problems  looked  at  in  the  right  perspective  become 
less  fearsome. 


Fifteen-ton  turret  punch  press  from  Warner  & 
Swasey's  Wiedemann  Division  plus  solid-state  control 
from  Electronic  Products  Division  make  a  productive, 
profitable   combination   for   sheet   metal   fabrication. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 


Vermont  is  tossing  a  party 
for  drunk  drivers. 


It's  a  private  party  in  an  enforcement 
officer's  home.  A  friendly  and  sociable  party, 
yet  with  a  serious  purpose :  training 
special  enforcement  officers  by  giving  them 
a  taste  of  a  problem-drinker's  defenses. 
"Rugged  rubber  buggy  bumpers . . ." 

The  trainees  are  doled  out  measured 
amounts  of  alcohol.  Their  blood  alcohol  levels 
are  brought  up  to  the  state's  intoxication 
standard  of  .10%. 
"Rugger  rubby  bumpy  buggers ..." 

They're  questioned  by  other  trainees. 
They're  given  coordination  tests. 
Invariably  they  maintain  they're  not  drunk. 

"Rubble  gubble  dubby  bubbles . . ." 

Invariably  they  have  to  be  driven  home; 
they  are  definitely  impaired.  Simulation  techniques  like  this  are  one  aspect  of  Vermont's 
Project  CRASH,  Countermeasures  Related  to  Alcohol  Safety  on  the  Highways. 

It's  a  statewide  program  attacking  the  problem  through  research,  diagnosis,  licensing, 
probation,  public  information,  and  of  course,  effective  enforcement.  And  it  works. 

Faced  with  trained  interrogation,  with  breath  tests  and  videotapes,  most  offenders 
plead  guilty.  For  them  the  party's  over. 

Through  such  projects  across  the  country,  the  National  Highway  Traffic  Safety 
Administration  is  developing  recommendations  for  an  effective  nationwide  program  to 
stop  drunk  driving. 

State  Farm  endorses  this  effort  because  nearly  thirty  thousand  drivers,  passengers  and 
pedestrians  were  killed  last  year  in  alcohol-related  accidents. 

You  can  help.  For  information,  write  the  National  Highway  Traffic  Safety 
Administration,  Department  of  Transportation,  Washington,  D.C.  20590. 
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/.EkuA-'  and  TELECOPIER®  arc  trademarks  of  XEROX  CORPORATION. 


Dial-; 


envision  this  unbelievable  event 
squire  the  soul  of  a  true  believer. 
•equires  an  unbelievable  two  dollars  a 

r  that  pittance,  you  can  easily  turn 
nary  telephone  into  a  minor  miracle- 

3  Telecopier  transceiver  doesn't  de- 
5  guidance  of  a  special  operator.  All 
to  do  to  use  it  is  establish  contact  by 
nen  you're  ready  to  send  exact  copies 
■,  charts,  contracts,  sales  reports  or 
on  paper.  Cross  town  or  cross  country, 
inutes  or  less. 


First,  insert  your  document,  then  place 
the  telephone  receiver  into  the  Telecopier  unit, 
and  be  slightly  amazed  while  an  exact  copy 
comes  out  wherever  the  other  Telecopier  is. 

Positively  remarkable?  This  minor  mir- 
acle helps  thousands  every  day.  Shouldn't  it 
start  helping  you  tomorrow? 

Telecopier  turns  any  telephone 
into  a  copy  machine. 


XEROX, 


linor-miracle 


"If  you  keep  going  like  this— 
Tolcott's  your  next  move." 


Growth.  That's  what  Talcott  business  financ- 
ing is  all  about.  It  can  help  you  expand 
plant,  purchase  equipment,  discount  trade 
bills,  finance  mergers  and  acquisitions, 
buy  out  a  partner,  pay  taxes,  acquire 
industrial  real  estate  — in  fact,  anything 
that  will  enable  your  business  to 
expand.  How  can  you  obtain  Talcott 
business  financing?  It's  simple.  Just  talk  to 
one  of  our  loan  specialists.  He'll  show 
you  how  Talcott  can  build  a  big  borrowing 


base  out  of  many  aspects  of  your  business- 
from  plant,  inventory,  receivables,  and 
more.  It's  an  exciting  new  concept 
in  collateral  that  makes  sure  you  have 
the  working  capital  you  need  — 
when  you  need  it.  Any  questions? 
Send  for  our  booklet. 

Then,  be  big  about  it  — call  Talcott. 

Talcott  is  whatever  a  growing  company 
needs  capital  for. . .  That's  what  Talcott  is. 


wlalcott 


TALCOTT  BUSINESS  FINANCE  •  Division  of  James  Talcott,  Inc   •  Founded  1854 
Oakbrook  North,  Oak  Brook,  Illinois  60521  •  (312)654-3850 

Atlanta  •  Boston  •Chicago  •  Dallas  •  Detroit  •  Los  Angeles  •  Miami  •  Minneapolis  'Newark  •  Puerto  Rico  -San  Francisco 
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Side  Lines 


Artist— with  Numbers 

Our  statistical  department,  headed  Ijy  Don  Popp,  a  12-year  Forbes 
veteran,  and  Jerome  Fischer,  is  in  many  ways  the  very  heart  of  our 
editorial  operation.  Without  its  work,  there  would  be  no  Forbes 
Mutual  Fund  Survey,  no  Annual  Report  on  American  Industry.  Right 
now,  its  members  are  up  to  their  necks  feeding  our  computer  prelimi- 
nary data  for  our  annual  May  15  Directory  Issue,  the  most  complete 
statistical  survey  of  IQTl's  corporate  results  available. 

Don  Popp  and  Jerry  Fischer  also  ride  herd  on  the  short  statisti- 
cal features  that  appear  in  almost  every  issue  of  Forbes,  but  the 
digging  is  done  by  Jean  G.  Switzer,  25,  a  graduate  of  the  University 
of  New  Hampshire  and  candidate  for  an  MBA  at  Pace  College.  Jean, 
a  foimer  statistician  at  the  American  Stock  Exchange,  presides  over 
an  old  Forbes  tradition.  This  magazine  always  has  used  statistical  ta- 
bles liberally.  They  are  a  fast,  handy  way  of  showing  tchere  and  how 
a  given  company  or  industry  stands  among  its  peers.  By  the  early 
Fifties,  we  were  using  statistics  as 
virtually  self-contained  articles— as 
in  our  annual  list  of  Loaded  Lag- 
gards, that  is,  stocks  selling  at  a 
substantial  discount  from  asset  val- 
ue. We  were,  in  short,  creating 
statistical  journalism. 

With  numbers  you  can  tell  a  lot 
in  a  short  space,  especially  if  your 
readers  happen  to  be— as  ours  are- 
willing  and  able  to  deal  with  them. 
Is  expropriation  a  serious  threat  to 
all  oil  companies?  A  recent  Forbes 
statistical  feature  summarized  the 
overseas  crude  positions  of  all 
the  major  producing  companies. 
"The.se  features  are  not  recommen- 
dations," cautions  Jean  Switzer.  "They  simply  sum  up  a  situation  in 
the  most  concrete  form  possible." 

Each  issue  Jean  comes  up  with  two  or  three  ideas.  After  testing 
them  on  editorial  staffers,  she  assembles  her  data  and  often  interviews 
experts.  What  keeps  her  hopping  is  that  there  are  few  regular  statistical 
features;  nearly  every  issue  is  a  fresh  start. 

In  the  last  few  months  Jean  has  prepared  features  which  have  high- 
lighted the  growing  overseas  profits  of  U.S.  corporations,  the  reawaken- 
ing of  the  new-issues  market,  the  increasing  popularity  of  divestitures 
and  spin-offs  among  big  corporations  and  the  potential  of  convertible 
debentures.  "A  story  has  to  be  timely  and  it  has  to  be  important  to 
Forbes  readers,"  says  Jean.  "It  is  also  important  to  present  everything 
as  clearly  as  possible.  People  don't  want  to  sit  there  and  struggle  to 
figure  it  out." 

The  feature  that  begins  on  page  23  of  this  issue  is  a  case  in  point. 
Everyone  senses  the  market  has  gotten  more  speculative  this  year; 
this  feature  proves  it.  It  shows  dramatically  how  far  the  speculative 
fever  has  once  again  infected  portions  of  the  stock  market.  "The  best 
statistical  features  are  like  pictures,"  says  Jean.  "They  leave  an  im- 
pression that  is  stronger  than  words  alone  could  create."  ■ 


Jean  Switzer 
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General  Telephone  &  Electronics,  730  Third  Ave.,  New  York,  N.Y.  10017 


>ur  machine  can  help  find  out 
if  the  price  is  right. 


How  do  you  put  a  price  on  the  Brooklyn 
Bridge?  Or  the  Empire  State  Building?  Or 
anything  really  big? 

Marshall  and  Stevens  knows.  They've 
been  doing  it  for  40  years  as  one  of  the 
nation's  leading  appraisal  firms. 

To  do  it,  they  use  a  computer  to  keep 
track  of  the  thousands  of  little  facts  and 
calculations  that  go  into  any  appraisal,  a 
computer  that  has  to  be  accessible  to  all 
of  their  offices  all  across  the  country  all  of 
the  time. 

Which  is  where  our  machine  comes  in— 
the  Novar  terminal  from  our  GTE  Informa- 
tion Systems  subsidiary. 

Our  Novar  terminal  is  a  perfect  way  to 
access  a  computer.  It's  so  easy  to  operate, 
that  a  secretary  can  handle  it  after  a  few 
minutes'  instruction.  The  complete  editing 
control  means  data  can  be  checked  for 
errors  before  transmission.  The  magnetic 
tape  cartridge  storage  is  both  low  in  cost 
arid  high  in  reliability.  And  Novar's  tele- 
processing and  transmission  capabilities 
can  handle  heavy  workloads. 


So  Marshall  and  Stevens  installed  one  of 
our  machines  in  every  one  of  their  offices. 

The  result?  A  saving  of  35%  over  the 
cost  of  their  previous  system.  Plus  a  re- 
duction in  project  completion  time  from 
3-4  weeks  down  to  5  days  on  big  jobs,  same 
day  for  small  ones. 

When  the  problem  was  finding  the  right 
terminal  for  a  system,  GTE  Information 
Systems  had  the  solution. 

We  have  the  solution  to  your  computer 
accessing  problem,  too. 

Because  we  have  a  unique  blend  of  prod- 
ucts and  support  services  that  offers  you 
anything  from  a  teleprinter  or  video  ter- 
minal, a  modem,  multiplexer,  or  front  end 
controller,  to  a  complete  facilities  manage- 
ment operation. 

For  more  information,  write  to  our  Vice 
President,  Marketing,  GTE  Information  Sys- 
tems, Inc.,  Four  Corporate  Park  Drive, 
White  Plains,  N.Y.  10604.  A  subsidiary  of 
General  Telephone  &  Electronics. 

He'll  be  happy  to  help  you  bridge  the 
gap  to  your  computer. 


QB 


GERERALTELEPHOnE  &  ELECTRORICS 


We're  blessed  with  scenic  splendors. 
But  behind  Fort  Lauderdale's  glitter 
you'll  find  a  lucrative  industrial  com- 
munity: major  light-manufacturing  and 
R&D  facilities  of  Motorola,  Westing- 
house,  Bendix,  dozens  more.  Business 
breathes  easier  in  this  superb  year-round 
climate.  With  excellent  recreation,  good 
housing  and  schools  and  a  skilled  labor 
force.  Favorable  tax  structure,  good 
transportation.  Plants,  including  turnkey 
properties,  and  plant  sites  available.  For 
full  details,  attach  coupon  to  your  letter- 
head for  Free  copy  of  FACTS  FOR  IN- 
DUSTRY. 

BROWARD  INDUSTRIAL  BOARD 
FORT  LAUDERDALE,  FLORIDA  33306 

Fort  Lauderdale,  Hollywood,  Pompano 
Beach,  Plantation,  Deerfield  Beach, 
Dania,  Hallandale,  Margate,  Miramar- 
Pembroke,  Lauderhill,  Coral  Springs,  un- 
incorporated areas.  Port  Everglades. 

John  C.  Dabney,  Executive  Director 
Dept.   F31 

2050  East  Oalcland  Paric  Bivd. 
Fort  Lauderdale,  Florida  33305 


We  may  be  interested  in: 
D  Plant       n  Plant  Site 
D  Distribution  Warehouse 
□  Corporate  Headquarters 
n  R  &  D  Facilities       Q  Other 
Name 


Firm 

Address 

City 

State 

Zip 
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Trends 

&  Tangents 


FOREIGN 


No  Room  in  Paradise 

Tahiti's  tourist  business  is  so 
good  that  the  French-controlled  is- 
land has  stopped  advertising  in  the 
U.S.,  its  No.  One  market,  because 
Tahitian  hotels  are  overbooked. 
California  developers  are  building 
a  $10-million  475-room  hotel  there, 
while  big  chains  are  studying  the 
prospects.  One  problem:  It  costs 
roughly  twice  as  much  to  build  a 
hotel  in  Tahiti  as  it  does  in  most 
mainland  locations. 

Heartaches 

Although  heart  disease  is  com- 
monly thought  of  as  an  executive 
ailment,  a  recent  Swedish  study  re- 
vealed more  heart  problems  among 
blue-collar  workers.  A  survey  of 
6,000  construction  workers  showed 
14%  more  had  cardiovascular  com- 
plaints than  was  the  case  among 
more  sedentary  white-collar  work- 
ers in  the  same  industry.  The  con- 
struction workers  also  had  more 
ear  and  eye  disorders  and,  predict- 
ably, twice  as  many  aching  backs. 

Return  of  the  Natives 

A  London  mama  who  takes  her 
children  for  a  walk  in  the  park  now 
has  more  to  point  out  because  of 
the  effectiveness  of  the  pollution 
control  by  the  Port  of  London  Au- 
thority. With  the  air  and  the 
Thames  cleaner,  the  skylark  is 
back  breeding  by  the  London  docks, 
while  partridge  and  yellow  wag- 
tail have  been  reported  in  central 
London.  Mishap:  A  sneak  return 
by  herons  almost  wiped  out  the 
goldfish  population  in  the  orna- 
mental ponds  of  Regents  Park. 


BUSINESS 


Goodby  fo  the  Gypsy? 

One  of  the  worst  insect  pests, 
the  gypsy  moth,  which  has  caused 
serious  tree  and  crop  damage  es- 
pecially in  the  Northeast  in  recent 
years,  may  be  controllable  for  the 
first  time  with  a  new  pesticide 
named  Thuricide  just  approved  by 
the  Environmental  Protection  Agen- 
cy. Developed  by  International 
Minerals  &  Chemical  Corp.,  Thuri- 
cide is  a  biological  pesticide  based 


on  a  bacillus  that  attacks  only  a 
specific  group  of  leaf-chewing 
worms,  including  the  gypsy  moth, 
the  inchworm  and  the  tent  cater- 
pillar. Thuricide's  lack  of  residue 
hazard  also  enables  its  use  on  veg- 
etable crops  up  to  harvest  time. 

Snow  Death 

"Hightailing  along  on  a  snow- 
mobile may  be  a  thrilling  ride,  but 
over  100  snowmobilers  managed  to 
get  themselves  killed  last  year;  an- 
other 400  were  seriously  injured. 
What's  behind  the  accidents?  Hu- 
man error  and,  says  the  Insurance 
Information  Institute,  "Alcohol  is  of- 
ten a  factor." 

Hausman  Cleans  House 

Word  from  Ampex  that  fiscal 
1972's  estimated  loss  will  be  "sub- 
stantially in  excess"  of  the  $40  mil- 
lion estimated  earlier  (Forbes, 
Feb.  1 )  was  not  entirely  without 
harbingers.  Last  month  both  music 
divison  manager  Donald  Hall  and 
Finance  Vice  President  Walter 
Weber  "resigned."  With  Chairman 
William  Roberts  also  out.  President 
Arthur  Hausman  is  left  with  the 
job  of  putting  the  company  back 
on  the  track.  "That  loss  announce- 
ment obviously  demands  a  sequel," 
{Continued  on  page  79) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
NewYork,N.Y.  10011 


I 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


I       Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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If  you  think 

The  Wall  Street  Journal 
is  exclusively  a 
financial  newspaper... 

We've  got  news  for  you 


Many  people  who  have  never  read 
The  Wall  Street  Journal  think  of  us  as 
strictly  a  financial  newspaper.  If 
you're  one  of  these  people,  we've  got 
a  surprise  for  you— it  starts  right  on 
our  front  page  every  business  day. 

We  call  it  "What's  News"-two  full 
columns  that  tell  you,  at  a  glance, 
what's  happening  in  the  world  and  the 
nation,  as  well  as  in  business  and  finance. 

Each  day's  issue  of  The  Journal  also 
brings  you  a  valuable  once-a-week  report: 
Business  Bulletin,  Tax  Report,  Washingtoil 
Wire,  Labor  Letter,  The  Outlook. 

So  you  see,  whatever  business  you're 
in,  you  benefit  from 
The  Wall  Street  Journal.  No  wonder  so 
many  successful  businessmen  start 
every  business  day  with  us. 
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„=.rKri«SaiS 


The  best  way  to  make  sure  yoit  get 
The  Journal  every  business  day  is  to 
subscribe  now!  Enjoy  75  issues  sent 
directly  to  your  home  or  office  for  only 
$  1 0.  If  during  those  1 5  weeks  you  are 
not  satisfied,  you  may  cancel  your 
subscription  and  receive  a  full  refund 
on  the  balance. 

Mail  the  attached  postage-paid  card 
today.  If  the  card  is  missing,  mail  the 
coupon  below. 


Enjoy  a  head  start  in  business 
every  business  day 

Subscribe  now: 
75  issues  for  oniy  MO 


The  Wall  Street  Journal  2B519 

200  Burnett  Road 

Chicopee,  Massachusetts  01021 

Yes,  I  want  to  take  advantage  of  your  introductory  subscription  offer. 
Please  send  me  The  Wall  Street  Journal  for  1 5  weeks  and  bill  me  for 
only  $10. 

n  I  prefer  1  year  for  $35. 

Print 

Name 


Street. 
City_ 
State_ 


Zip. 

n  Check  here  if  you  enclose  payment. 


'urn  garbage,  and  what 
have  you  got? 

Airborne  garbage. 
Dump  garbage,  and  what  have 
you  got?  Less  usable  land.  Or  polluted 
oceans. 

In  all  of  history,  these  have  been 
the  only  ways  to  dispose  of  solid  waste. 
Now,  not  a  minute  too  soon,  there 
is  another  way;  Landgard™system. 
Developed  by  Monsanto's  subsidiary  Enviro-Chem, 
Landgard  is  a  system  that  bakes  garbage  rather  than  burns 
it.  And  then,  to  avoid  air  pollution,  it  inhales  its  own  gases 
and  consumes  them. 

All  types  of  municipal  solid  waste  go  into  our  process. 
And  what  comes  out  is  94%  smaller  than  what  went  in. 
In  the  course  of  doing  this,  we  can  recover  the  metal 
for  re-use.  And  we  can  use  the  energy  produced  by  the 
system  to  make  steam  and  electricity. 

We've  never  seen  a  cleaner  way  to  build  our  business 

f.Monsanto: 
the  science 
company. 

FOR  MORE  INFORMATION  ABOUT 

MONSANTO'S  ENVIROCHEM  SERVICES. 

WRITE  BOX  G5EBE3 

MONSANTO  COMPANY 

800  N  LINDBERGH  BLVD. 

ST  LOUIS.  MO  63166 
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READERS  SAY 


No  Experience  o  Gamble 

Sir;  a  correct  account  of  m\  \iew,s 
on  "phony  no-fault"  (  'Can  No-Fault 
Make  It?"  Jan.  15)  would  ha\e  read 
as  follows:  "Delaware,  Oregon  and  Il- 
linois have  enacted  what  James  S.  Kem- 
per Jr.,  president  of  the  Kemper  S''^up 
of  insurance  companies,  calls  examples 
of  the  kind  of  experimentation  at  the 
state  le%el  which  should  be  conducted 
before  any  uniform  national  approach  is 
considered.  He  said  such  laws  are  being 
labeled  'phony  no-fault'  by  some  of  those 
in  Washington  who  are  committed  to 
federal  preemption  of  this  whole  issue 
and  a  drastic  federal  approach.  Kemper 
.siud  that  enactment  of  a  drastic  federal 
law  now,  without  experience,  would  rep- 
resent a  -SlS-billion  gamble  on  the  basis 
of  insufficient  evidence." 

—James  S.  Ke.mper  Jr. 

President 

Kemper  Insurance 

Long  Grove,  111. 

Knifing  the  Splayd 

Sir:  Re  your  editorial  query,  "Too 
Sensible  To  Succeed?"  ( Fact  i~  Com- 
ment. Feb.  15).  the  answer  is  that  the 
Splayd  is  not  sensible  enough  to  succeed. 
The  tines  are  too  short  to  be  effective 
as  a  fork;  the  bowl  is  too  small  to  be 
effective  as  a  spoon;  the  cutting  edge  is 
too  small  to  be  effective  as  a  knife. 

—  RlCH.ABD  P.  W'iLSOX 

Washington,  D.C. 

Sm:  The  Splayd  is  the  greatest  idea 
since  the  F-Ill— how  did  McNamara 
miss  it? 

—Gordon  Leonard 
Kansas  Cit\ ,  Mo. 

Difficult  Demand 

Sm:  I  know  not  what  course  other 
auditors  may  take  ( regarding  reader 
Bra.xton's  letter  in  Feb.  1  about  "difficult " 
auditors),  but  I  believe  it  is  time  for  the 
investing  public  to  demand  more  "dif- 
ficult" auditors.  Would  not  empiosees, 
creditors  and  investors  of  those  firms 
which  have  taken  recent  "losses,"  "write- 
downs" or  "reser\es"  have  been  bet- 
ter off  with  "difficult"  auditors  a  year  or 
more  ago?  Enough  of  "easy"  auditors! 

—William  I.  Winard,  CPA 
Encino,  Cal. 

What's  in  a  Name? 

Sir;  Loutish  language  is  the  speech  of 
gross  men  and  your  treatment  of  Stassen's 
name  is  loutish  language  (Fact  d-  Com- 
ment, Feb.  15). 

—Jack  F.  Cully 
Middletown.  Md. 

Sir:  Someone  should  wash  your  mouth 
or  typewriter  with  soap. 

— E.  F.  Edwards 
Atlanta,  Ga. 
(  Continued  on  page  80) 


WHERE 

CAN  I  FIND 

A  PLANT  SITE? 


V. 


X 


Park  it  in  Knoxville.  In  any  of  six  industrial  parks  serviced  by  low  cost  TVA  power, 
water,  gas  and  sewage  treatment  facilities.  Reached  by  barge,  interstate  highways, 
jetport  and  two  major  railroads.   Minutes  from   an   experienced   labor  force  with 

no  radical  element,  reasonably  priced  housing, 

good  schools  and  a  major  university. 

Plus  four-season  recreation 

all  around.  Knoxville  already 

has  over  500  industrial 

nI  Ml       /       -§^    %^  I       ifl^^" '^c::^^R^  references.  For  more 

^inOXYlLlE    I      ^      ""    N  f^       NT^TlnJ/M  information  write  to 

'\Z  FbR      V   ^^  J  V  '^^^JfJ^       ^'  ^°"  l^o''*!^'^'  Director, 

Pr^^piF  ^OL       ^T^^    ^^^       "^^^Uk  Economic  Development, 

•*""-  ^^ — ^1  -< — '^^"■^  705  Gay  Street, 

Knoxville,  Tennessee  37902 


(big  or  little) 


KNOXVUEflm! 

CITY   •   COUNTY   •   CHAMBER   OF   COMMERCE 


Miss  Kiyoko  suggests 
JAL's  Japanese/English 
business  card  service. 


Business  cards  are  an  absolute 
must  in  Japan,  and  you'll  need 
p[enty  of  them.  JAL  can  help  you 
get  off  to  the  right  start  by  having 
newcardsprinted  for  you— English 
on  one  side,  Japanese  on  the  other 

The  price  is  only  $3  for  100  if 
you  pick  them  up  in  Tokyo.  Just 
let  us  know  at  least  two  weeks 
before  your  departure  so  we  can 


Japan  Air  Lines 

P.O.  Box  1160 

NewYork,  NY  10019 

Attn:  Name  Card  Service 

D  I  am  going  to  Japan  and  will  need . 


have  your  cards  ready  and  waiting. 

If  you  prefer,  we'll  imprint  your 
present  business  cards  and 
send  them  to  your  home.  The  price 
is  $6.50  for  100.  Send  for  an  order 
form. 

Business  cards  in  Japanese  and 
English.  Another  Executive 
Service  feature  from 
Japan  Air  Lines. 

The 
thousand-year-old 
airline.' 

UAPAN  Am  I.INE3 


-hundred  Japanese/English 


business  cards.  Attached  is  my  present  card  for  the  information  you  will  need. 

Enclosed  is  $ ($3  for  100  cards). 

D  I  prefer  to  have  my  present  business  cards  imprinted  and  delivered 
in  the  U.S.  Please  send  me  full  information  and  an  order  form. 


My  departure  date  is . 
number  are 


-and  the  airline  and  flight 


I  w\\  pick  up  my  cards  at  the  JAL  counter 


at  the  following  Tokyo  location:  D  JAL  International  Passenger  Service 

Center  D  Imperial  Hotel  D  Tokyo  Hilton  Hotel  D  Palace  Hotel 

D  Hotel  New  Japan  D  Hotel  OkuraD  Hotel  NewOtani 

D  AkasakaTokyu  Hotel  D  Hotel  Keio  Plaza  D  Pacific  Hotel  (Check  one.) 


FB-030172 
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Emery  Air  Freight, 

Wilton,  Connecticut  06897 

Please  send  me  (tree,  no  obligation^ 

D    Booklet  on  Distribution  services. 
LJ    Booklet  on  Assembly  services. 
D    Booklet  of  special  Emery  services. 


Name_ 


Company. 


Street_ 


City_ 


.State. 


When  you  need  big  help  fast 
you  don't  call  No.  2. 

Surrounded  by  1,000  beautiful 
models.  Every  one  of  thiem  with  a 
store  date  tomorrow  for  a  national 
promotion.  This  production  manager 
knows  what  to  do. 

Call  Emery.  Because  Emery 
invented  the  answer  long  ago:  City 
Area  Multiple  Delivery  Plan.  We'll  pick 
them  up,  fly  them  at  a  low,  single- 
shipment  rate  to  distribution  centers, 
and  deliver  each  one  to  its  point-of- 
sale.  Costs  less;  gets  them  all  there 
on  time. 

Not  only  that,  but  our  EMCON 
computer  system  will  track  every 
display,  notify  Emery's  offices 
throughout  the  U.S.  that  they're  on 
the  way,  give  instructions  for  rush 
delivery  and  then  reassure  the 
anxious  production  manager  with 
an  immediate  in-transit  report  on 
each  one  whenever  he  calls  us. 

That  takes  a  lot.  A  hundred 
offices  in  big  and  little  cities. 
Thousands  of  Emery  people. 
Reserved  space  on  every  airline 
flight.  The  world's  first  100% 
computerized  air  freight  control 
system.  A  highly  coordinated, 
jet-paced  cargo  organization 

For  the  big  jobs,  we're  big 
enough  to  do  it  right.  For  the  small 
shipments,  we  put  everything 
we've  got  into  it.  Try  us. 


I 


-Zip 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


JOBS 

Having  one  is  back  in  style. 

AVOIDABLE  ASIMNITY 


Precipitously  dumping  a  huge  block  of  a  corporate 
stock  is  the  sort  of  utter  stupidity  that  one  shouldn't  ex- 
pect (but  one  has  come  to)  of  big  block  holders. 

It  sometimes  produces  a  spectacular  plummet  that  day 
in  the  stock's  price— and  a  headline  the  next  day  that 
usually  produces  more  of  the  same. 

It  shouldn't,  though. 

In  today's  stock  market,  the  Little  Guy  represents  what 
liquidity  and  real  pulse  there  yet  is  in  stock  markets.  He 
shouldn't  (and  fortunately  is  learning  not  to)  panic  at 
the  super  price  changes  momentarily  produced  by  sophis- 


ticated money  managers'  maladroitness. 

There  is  just  no  way— other  than  a  stunning  revelation 
of  fraud  or  bombshell  bankruptcy— that  can  make  a  share 
of  Wrigley  worth  $162  at  the  beginning  of  the  day  and 
$131.7,5  at  the  end  of  it. 

A  stock  most  certainly  will  seldom  stay  worth  exactly 
what  you  paid  for  it.  More  often  than  not,  it  gets  to  be 
worth  more  if  it  is  soundly  purchased  in  the  first  place. 
You've  no  real  loss  or  profit  until  you  sell  it. 

Don't  be  unduly  alarmed  at  spectacular  price  spasms 
occasionally  produced  by  Big  Blockheads. 


TIME  TO  GET  THE  OIL  OUT 


If  those  in  Washington  and  elsewhere  charged  with 
making  decisions  on  getting  the  oil  out  of  Alaska  have  been 
putting  their  minds  to  the  problem,  it's  high  time  they 
made  them  up.  How  many  years  does  it  take  to  determine 
what  will  be  the  least  damaging  and  most  efficacious  way 
to  make  the  black  gold  available? 

With  Sadat   sabre-rattling  and  reminding  the   U.S.   in 


particular  that  the  Arab  world  controls  some  70%  of  the 
Free  World's  known  oil  reserves,  we  should  stop  this  end- 
less, costly  horsing  around. 

Even  if  there  is  a  slight  ruffling  of  the  ecology,  an  oc- 
casional annoyance  to  a  tufted  titmouse  or  two,  I'm  afraid 
the  strength  and  security  of  free  human  beings  should 
be  given  a  priority. 


FORD  SCORES  AGAIN 


Henry,  that  is. 

Oftspoken  and  often  outspoken.  Ford's  Ford  quite  often 
says  something  when  he  speaks. 

He  did  when  he  recently  urged  that  some  of  the  multi- 
billion-dollar  annual  highway  trust  funds  be  used  for  mass 
transit. 

Earmarking  the  high  federal  gasoline  tax  take  solely  for 
highways  is  today  as  anachronistic  and  totally  wrong  as 
would  be  earmarking  all  federal  liquor  taxes  for  the  care 
and  cure  of  alcoholics  and  hangovers. 


But  to  have  anyone— never  mind  the  Someone  Henry 
Ford— in  the  Automotive  Establishment  make  such  sense 
about  that  Sacred  Cow,  the  highway  trust  fund,  is  momen- 
tous, most  meaningful.  It  might  even  move  Congress  to 
get  the  job  done. 

I  sometimes  wonder  why  it  seems  that  Henry  Ford  is 
the  only  Car  Wheel  to  think  and  speak  about  the  indus- 
try's responsibilities  in  and  to  the  country  and  its  future. 
He  isn't  always  solely  and  wholly  concerned  with  each 
ten  days'  car  sales  figures. 
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HAPPINESS  IS  SOMETIMES  SOMETHING  IN  THE  MAILBOX 


Preferably,  of  course,  a  check.  Or  a  real  honest-to-good- 
ness  letter  from  family,  friend  or  even  foe.  Just  so  long  as 
it's  by  hand  rather  than  written  by  computer  or  printing 
press.  Then  there  are  bills,  magazines  and  bank  statements. 

Finally  and  mostly,  there's  what  so  many  of  us  unthink- 
ingly call  junk  mail— offering  magazines  and  books  and 
records  and  food  and  club  memberships  and  credit  cards 
and  insurance  and  just  about  everything  that  one  needs  or 
(mostly)  doesn't. 

The  fashion  of  complaining  about  the  quantity  of  this 
unsolicited  mail  is  about  to  have  results:  There  will  be  far 
less   of   it   for   most   people.    Because,    seemingly,    public 


opinion  supports  fantastic  increases  in  the  postage  costs 
for  third-class  mail. 

To  make  such  mailings  pay  off  now,  mailers  must  prune 
and  prune  mailing  lists,  so  that  if  you  haven't  bought 
much  of  anything  by  mail  in  recent  months,  your  name  is 
out,  your  mailbox  emptier. 

Sure,  that's  what  everyone  says  he  wants. 

But  do  you  really  mean  it? 

Lonesomeness  can  be  an  empty  mailbox.  When  you're 
off  most  of  the  lists  arid  no  more  costly  free  offers  and 
rending  appeals  are  there  for  you  to  open— believe  me, 
you'll  feel  a  bit  more  out  of  this  world. 


ONE-MAN  COMPANIES 


I  sent  a  memo  to  Forbes'  editors  saying  that  I  was 
thinking  about  an  editorial  on  One-Man  companies— big 
outfits  that  are  near-totally  directed,  driven  by  one  man. 

Some  of  the  responses: 
Senior  Editor  Jim  Cook: 

As  a  group,  the  conglomerators  are  among  the  most 
notable  creators  of  one-man  companies.  This  is  not  neces- 
sarily to  say  that  their  companies  would  fall  apart  without 
them— though  some  might— but  the  companies  they  head 
are  almost  uniquely  expressions  of  their  individual  talents 
and  personalities:  Harold  Geneen,  Jim  Ling,  Meshulam 
Riklis,  Edward  Reddig  (White  Consolidated)  come  im- 
mediately to  mind.  Arthxir  Collins  is  another  example,  and 
Collins  Radio's  problems  may  have  stemmed  from  his  domi- 
nance of  the  company.  Leon  Hess  has  made  Amerada  Hess 
very  much  his  own  creation. 
Associate  Editor  Howard  Rudnitsky: 

Admiral  Corp.,  Ross  Siragusa.  Amerada  Hess,  Leon 
Hess.  Alberto-Culver,  L.  Lavin.  Anheuser-Busch,  Gussie 
Busch.  Consohdated  Foods,  Nate  Cummings.  Continental 
Air  Lines,  Bob  Six.  Crane,  Thomas  Evans.  ITT,  Hal  Ge- 
neen. W.R.  Grace,  Peter  Grace.  Eckerd  Drugs,  Jack  Eck- 
erd.  Revlon,  Charles  Revson.  Gulf  &  Western,  Charles 
Bluhdom.  McDonnell  Douglas,  James  McDonnell. 
Reporter  Marsha  Ludwig: 

Anthony  T.  Rossi  of  Tropicana  Products;  small  ($90 
million  in  sales)  but  it  is  without  a  doubt  HIS  company. 
He  believes  in  absolute  control  of  all  operations,  from 
designing  his  own  plant  to  selling  his  own  product  with 
his  own  sales  staff.  He  is  very  "old  school"  in  his  business 
philosophy,  having  gotten  started  in  the  citrus  business 
packing  gift  boxes  at  Macy's  back  in  the  Twenties,  and 
still  believes  (sincerely,  I  believe)  that  a  superior  product 


will  conquer  all.  I  mention  that  because  the  company  is 
getting   ready   to   take   on   Coke's   Minute   Maid   in   con- 
centrated orange  juice. 
Senior  Editor  Steve  Quickel: 

Armand  Hammer  of  Occidental  Petroleum,  Bluhdom  of 
Gulf  &  Western,  Geneen  of  ITT  and  Kircher  of  Singer, 
Heineman  of  Northwest  Industries.  None  runs  his  com- 
pany totally,  but  each  has  shaped  a  giant  corporation  in 
his  own  image— rightly  or  wrongly— as  few  other  men  could. 
West  Coast  Bureau's  Ellen  Melton: 

Two  obvious  candidates  from  the  West  are  Henry 
Singleton's  Teledyne  and  Armand  Hammer's  Occidental 
Petroleum.  Singleton  makes  a  point  of  decentralized  man- 
agement in  the  sense  that  he  acquires  only  those  companies 
whose  top  people  he  thinks  are  good  enough  to  continue 
running  the  outfits  as  part  of  Teledyne— but  the  man  who 
put  Teledyne  together,  and  keeps  it  together,  is  Henry. 

Although  Roy  Ash  would  violentiy  disagree,  there  are 
those  who  have  always  considered  Litton  to  be  Tex 
Thornton's  company.  Maybe  a  special  category— a  two- 
man  one-man  company? 

Ed  Carter  certainly  has  been  Mr.  Broadway-Hale  for  a 
long  time.  Likewise  Bob  Six  at  Continental  Air  Lines, 
Eugene  Klein  at  National  General,  Bob  McCulloch  of 
McCulloch  Oil.  CoUins  Radio  also  belongs  in  this  category. 
Arthur  Collins  is  a  brilliant  scientist  but  he  struck  out  as  a 
manager,  "dominating"  his  company  right  into  a  forced 
"merger"  with  North  American  Rockwell.  Another  obvious 
entry  is  John  Beckett  of  Transamerica. 
European  Bureau  Chief  Arthur  Jones: 

Wendell  Phillips,  certainly  a  one-man  company,  but 
to  paraphrase  Winston  Churchill,  "Some  man,  some 
company." 


OUT  OF  THE  MOUTHS   OF  BABES— NO  WISDOM 


The  other  day  one  of  the  family  ran  across  a  fading 
Newark  Star-Ledger  that  contained  an  interview  of  15 
years  ago  with  my  wife  while  I  was  the  Republican  candi- 
date for  governor  of  New  Jersey  (and  nosed  out  by  a  land- 
slide). The  feature  was  full  of  stuff  a  mother  has  to  do 
daily  in  raising  five  youngsters,  the  oldest  then  nine  and 


the  youngest  IJ2.  It  concluded  with  this  paragraph: 

"None  of  the  Forbes  children  was  quite  sure 
what  his  father  would  do  as  governor.  They 
thought  and  thought  about  the  question  and  fi- 
nally Robert,  age  8,  said,  'He'll  make  more 
money,  I  guess.* " 


I 
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-Malcolm  S.  Forbes, 

Editor-in-Chief 


To  give  customers 
what  they  want  most^ 


Here^swhat 

Chemetron 

is  doins* 


Customers  refer  to  it  by  many  names: 
custom  design,  engineered  systems, 
technical  service,  a  competitive  edge. 
It's  all  customer  assistance.  And    . 
Chemetron  Corporation  is  offering 
more  and  more  of  it  in  growth  markets 
such  as  food  processing,  power 
generation,  and  health  care. 

.We're  putting  our  expertise  to  work 
for  customers  of  industrial  gases,  food 
processing  machinery,  chemicals, 
welding  equipment,  medical  products 


and  piping  components.  And  this 
approach  is  making  us  optimistic 
about  future  growth. 

To  see  what  Chemetron  is  doing  to 
give  customers  more  of  what  they  want 
most,  send  for  our  handy  new  booklet, 
"Possibilities."  It  describes  the 
capabilities  we  have  and  explains  how 
our  divisions  are  organized  for  better 
service.  Write  Dept.  B,  Chemetron 
Corporation,  840  No.  Michigan  Ave., 
Chicago,  Illinois  60611. 


Don't  overlook  the  possibilities 


Don't  overlook  CHEMETRON/ 


TRAOEMARIt 


^Troducing  sho« 
takes  a  lot  of 
^getting  around.' 
I  get  around  by 
Long  Distance." 

Walt  DeFaria, 

TV  and  stage  producer, 

Burlingame,  California. 

"I  Opened  an  off- Broadway 
show  recently,  and  you  might 
say  I  did  it  by  Long  Distance  from 
Burlingame.  Most  days  I  had  to 
be  in  a  dozen  places  at  once... 
Los  Angeles,  New  York,  Chicago... 
the  only  travel  fast  enough 
was  my  phone. 
"Now  I'm  preparing  a  show  for  road  tour,  so  I'm  using 
Long  Distance  more  than  ever.  Booking  talent.  Arranging 
schedules.  Making  travel  plans.  Making  appointments 
with  people  I  have  to  meet  around  the  country. 

"And  one  of  the  beauties  of  Long  Distance  is  that 
it  goes  both  ways.  It  lets  me  stay  in  touch  with  my  office 
in  Burlingame  when  I'm  the  one  who's  somewhere  else. 

"Producing  shows  takes  a  lot  of 'getting  around.' 
I  get  around  by  Long  Distance. 
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Hot  Stocks  and  Short  Memories 

On  both  the  Big  Board  and  the  Amex,  the  cats  and 
dogs  are  howling  again.  IVIany  of  them  sound  familiar. 


For  the  stock  market  as  a  whole,  this 
year  to  date  lias  been  a  stoiy  of 
merely  moderate  volume  gains  com- 
bined with  small  and  painful  price 
progress.  Taken  together,  the  New 
York  and  American  Stock  exchanges 
have  seen  the  trading  of  some  710 
million  shares  in  the  first  six  weeks, 
onK  8^  higher  than  in  the  same  period 


of  last  year.  The  Dow  Jones  indus- 
trial average  rose  only  a  trifle  over  3% 
on  balance,  while  the  more  broadK' 
based  Standard  &  Poor's  500-stock  av- 
erage showed  the  same  change. 

But  behind  the  scenes,  something 
new  was  indeed  happening.  On  both 
exchanges,  a  great  deal  of  the  action 
had  shifted  away  from  the  big  stocks 


of  substantial  companies  into  the  low- 
er priced  stocks,  the  speculative 
stocks,  stocks  representing  companies 
with  earnings  prospects  that  were 
dubious,  to  say  the  least.  Below  is  a 
table  of  62  Big  Board  and  Amex  com- 
panies chosen  for  their  low  prices  and 
heavy  trading  volume  this  year. 

Among     these     stocks,     individual 
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(000) 
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12/31/71 

Transcontinental  Investing 

1,250 

15 

7'/8 

54 

ATO 

625 

8 

111/2 

17 

Drew  National 

996 

32 

m 

46 

Denny's  Restaurants 

1,616 

25 

12% 

17 

Data  Products 

702 

10 

6'/2 

44 

Whittaker 

2,325 

12 

121/8 

17 

American  Export  Industries 

511 

11 

8 

39 

Gulf  &  Western  warrants 

993 

14 

10 

16 

Benguet  Consolidated 

1,593 

8 

9'/* 

37 

Instrument  Systems 
Rapid  American  warrants 

1,259 
748 

14 
12 

71/2 

61/8 

15 
14 

Caesars  World 

698 

10 

65/8 

36 

Lionel 

574 

12 

878 

35 

Whittaker  warrants 

693 

38 

5 

14 

AO  Industries 

605 

6 

2y8 

35 

Computer  Sciences 

842 

6 

91/4 

12 

Allied  Supermarkets 

591 

11 

Vh 

34 

Occidental  Petroleum 

2,739 

5 

131/4 

12 

LVO 

612 

10 

6'/8 

34 

OPF 

1,066 

26 

111/2 

11 

Resorts  International  A 

927 

22 

SVz- 

33 

GAC 

805 

11 

121/8 

9 

Great  Basins  Petroleum 

709 

9 

3% 

32 

Electronic  Memories  &  Magnetics  1,326 

26 

7% 

7 

Sequoyah  Industries 

823 

10 

45/8 

32 

Webb,  Del  E. 

738 

9 

9'/8 

7 

Ozark  Air  Lines 

1,542 

23 

lOVs 

27 

Crowell-Collier  &  Macmillan 

865 

6 

121/2 

6 

Columbia  Pictures  Industries 

546 

9 

12 

26 

American  Motors 

1,242 

5 

73/8 

5 

Ling-Temco-Vought 

1,107 

15 

i3y2 

26 

Plessy 

1,778 

1 

23/4 

5 

Lockheed  Aircraft 

1,182 

10 

121/4 

26 

Telex 

1,666 

16 

121/2 

4 

Apeco 

691 

7 

13V4 

25 

Kaiser  Industries 

866 

3 

91/8 

4 

International  Industries 

502 

9 

7 

25 

Consolidated  Leasing 

926 

26 

12 

3 

Lear  Siegler 

956 

8 

111/4 

25 

Interstate  Stores 

1,261 

23 

ll'/s 

3 

MacDonald,  E.F. 

692 

18 

71/2 

25 

Republic 

643 

7 

51/4 

3            1 

Fairchild  Industries 
United  Brands 

730 
624 

16 
6 

131/2 
133/8 

24 
24 

DOW  JONES  INDUSTRIALS 

921.3 

3            • 

Cinerama 

559 

5 

31/4 

24 

Greyhound  warrants 

509 

12 

75/8 

0 

Avnet 

878 

8 

141/8 

23 

NL  Industries 

869 

4 

141/8 

—2 

Wheelabrator-Frye 

2,519 

11 

m 

22 

Tenneco  warrants  A 

541 

9 

71/4 

—5 

National  Industries 

519 

8 

81/2 

19 

Imperial  Corp.  of  America 

880 

9 

141/8 

—7 

United  Brands  warrants 

793 

8 

4 

19 

MONY  Mortgage  Investors  SB! 

632 

8 

125/8 

—7 

Bunker  Ramo 

1,367 

7 

978 

18 

Continental  Mort.  Inv.  SB! 

735 

4 

12'/8 

—10 

Seatrain  Lines 

517 

4 

135/8 

18 

American  Tel  &  Tel  warrants 

3,366 

11 

75/8 

—13 

International  Funeral  Services 

812 

21- 

91/4 

18 

Diversified  Industries 

706 

12 

6 

—28 

National  General  new  warrants 

1,361 

15 

71/2 

18 

Ampex 

2,091 

19 

9 

—33 

1 
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i^ains  ranged  to  as  high  as  54%  in  six 
short  weeks;  many  showed  gains  of 
301  to  4()f;  and  their  turnover 
amounted  to  as  much  as  38%  of  all 
outstanding  shares.  By  contrast,  the 
average  Big  Board  stock  traded  only 
about  3'i  of  its  share  capitalization 
during  the  period. 

What  was  obvious  was  that  both 
the  institutions  and  the  general  public 
were  once  again  playing  the  numbers 
game.  The  theory  beliind  the  play,  of 
course,  is  that  it  is  a  lot  easier  to  get 
action  in  a  stock  whose  total  market 
capitalization  is,  say,  §10  million  than 
in  one  capitalized  at  S500  million  or 
$1  billion. 

l.Jone/  Rides  Again 

The  hot  little  stocks  showed  some 
strange,  almost  unbelie\able  names- 
names  like  Lionel.  Could  it  be  true? 
Was  this  the  same  Lionel  that  so  bad- 
ly burned  investors  in  1961-62  and 
again  in  1969-70?  Yes,  it  was  the 
very  same.  So  far  this  year  Lionel  has 
risen  35'!  in  the  course  of  turning  over 
12%  of  its  shares.  Of  course,  the  man- 
agement is  different  this  time  than  it 
was  in  1962;  these  days  it's  no  longer 
a  toy  manufacturer  but  a  specialty 
retailer.  But  this  is  the  same  stock 
that  dropped  from  35  to  4  in  1961-62, 
soared  again  to  21  in  1968  and  sank 
to  4  again  last  year. 

By  mid-February,  Lionel  was  sell- 
ing at  nearK'  30  times  1971  earnings 
and  20  times  the  optimistic  estimates 
of  possible  1972  earnings.  This  is,  it 
hardly  needs  saying,  quite  a  multiple 
for  a  stock  that  has  shown  average 
earnings  of  about  20  cents  a  share 
over  the  past  five  years  and  that 
musters  a  book  value  of  somewhere 
around  $3  per  share. 

Lionel  is  far  from  unique.  Investors- 
not  suffering  from  total  amnesia  will 
recognize  many  names  on  the  list  as 
I  ropouts  from  the  hot  stock  markets 
of  the  Si.xties:  Benguet  Consolidated, 
Hi'sorls  International,  Columbia  Pic- 
tures, Ling-Temoo-Vought,  Apeco, 
Cj'nerama,  Deiniy's  Restaurants— the 
list  could  go  on  and  on. 

Some  of  these  stocks  are  deep  in  the 
red— for  example.  Allied  Supermarkets, 
Columbia  Pictures  and  Locklieed  Air- 
craft. A  few,  like  Kaiser  Industries, 
represent  solid  companies  whose  earn- 
ings have  been  depres.sed,  probably 
only  temporariK-.  But  for  every  Kaiser 
the  list  contains  several  Lionels. 

Are  memories  getting  shorter  than 
they  used  to  be?  It  took  fi\e  years 
after  the  1962  crash  before  people 
started  chasing  cheap  stocks  again  on 
a  grand  scale.  Has  e\ery()nc  forgotten 
the  1969-70  crash- so  soon?  It's  hard 
to  believe,  but  that's  the  only  con- 
elusion  to  be  drawn  from  a  list  like 
that  shown  on  page  23.  ■ 
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Everybody's  Favorite  Target? 

Troubles  are  mounting  for  the  U.S.  multinational  corpora- 
tions. First  it  was  de  Gaulle,  Servan-Schreiber  and  the  local 
leftists.  Now  they  face  an  onslaught  right  here  at  home. 


Fob  organized  labor,  the  question 
of  protectionism  vs.  free  trade  is  sim- 
ple—as simple  as  the  brother-in-law 
who  lost  his  job  when  imports  took 
over  a  market. 

To  a  working  man,  there's  such  an 
easy  way  out:  Just  ban  or  curtail  the 
import  of  the  foreign  goods.  The  Fed- 
eral Government,  which  realizes  that 
trade  is  a  two-way  street,  thinks  it 
can  handle  this  kind  of  protectionist 
sentiment.  By  speaking  loudly  and 
using  a  big  stick,  it  hopes  in  wide- 
ranging  trade  negotiations  next  year 
to  break  down  some  of  the  visible 
and  invisible  barriers  to  U.S.  exports, 
thus  creating  tens  of  thousands  of  ex- 
tra jobs.  The  U.S.  would  resort  to 
quotas  or  import  surcharges  only 
where  it  felt  there  were  abuses;  but 
it  would  be  liberal  to  those  countries 
who  were  liberal  themselves. 

There's  another  aspect  to  protec- 
tionism that  may  be  harder  to  beat. 
Increasingly,  union  leaders  and  union 
members  are  attacking  the  very  con- 
cept of  the  U.S.  multinational  corpo- 
ration. It  represents,  they  say,  invest- 
ment that  could  better  have  been 
made  at  home.  It  provides  jobs  in 
Gemiany  or  Mexico  or  Taiwan  that 
could  have  been  filled  at  home. 

Is  this  attitude  bad  economics?  Is 
it  dangerous  in  the  long  run  to  Amer- 
ican interests?  Probably.  But  it  is  pre- 
cisely the  path  organized  labor  seems 
to  be  taking,  impelled  not  by  its 
theoreticians  but  by  its  rank  and  file. 

Organized  labor's  attitude  is  set 
forth  in  ominous  terms  in  the  Hartke- 
Burke  Bill.  In  bluntest  terms,  the  in- 
tent of  this  bill  is  to  kill  or  maim  the 
present  U.S. -based  multinational  oper- 
ation. The  bill  would  subject  foreign 
earnings  of  U.S.  corporations  to  dou- 
ble taxation  by  eliminating  foreign  in- 
come taxes  as  a  credit  against  U.S. 
income  taxes,  and  by  subjecting  the 
foreign  earnings  to  U.S.  taxes  even 
when  the  earnings  aren't  brought 
home.  Other  wild  proposals  of  the  bill 
would  clamp  controls  on  investment 
capital  going  overseas  and  ban  the  use 
of  U.S.  technology  abroad.  The  bill 
would  set  quotas  on  all  goods  coming 
into  the  U.S.,  limiting  them  to  1965- 
69  levels. 

A  ridiculous  bill?  Don't  laugh.  It 
attracted  70  cosponsors  in  the  House, 
including  congressmen  from  such  nor- 
mally liberal  states  as  New  York  and 
Connecticut. 

Representative  James  Burke,  from 
the  hard-pressed  shoe-producing  dis- 


trict of  Massachusetts,  is  one  of  the 
bill's  sponsors.  "It's  the  story  of  the 
mule.  "You're  hitting  him  with  a  switch 
and  getting  no  response,  so  you  take 
a,  two-by-four  and  give  him  a  real 
whack.  The  multinationals  are  listen- 
ing now.  So  is  the  Administration." 
Concedes  an  opponent  of  the  bill, 
a  Washington  free-trade  lobbyist: 
"We're  going  to  have  to  face  the  sen- 
timents behind  Hartke-Burke." 

Such  sentiments,  of  course,  could 
be  quite  dangerous  to  the  long-range 
interests  of  the  U.S.  Multinational 
companies  have  an  estimated  book 
value  of  $84  million  overseas  and  a 
probable  market  value  of  $120  bil- 
lion or  more.  Last  year  they  earned 
an  estimated  $10  billion  on  those  as- 
sets and  remitted  $6.5  billion  in  divi- 
dends to  the  U.S.,  while  direct  new 
investment    was    onlv    §5.5    billion. 


Issue.  Pickets  like  this  lady 
will  greet  politicians  in  1972. 
Can  they  offer  her  retraining? 


FORBES,   MARCH    1,    1972 


Such  legislation  could  knock  much  of 
this  investment  into  a  cocked  hat. 

To  take  off  some  of  the  heat,  the 
Nixon  Administration  hopes  to  tilt  the 
balance  somewhat  in  favor  of  invest- 
ment at  home  rather  than  abroad.  It 
would  do  so  with  a  series  of  export- 
incentive  schemes.  It  has  created, 
and  Congress  has  approved,  some- 
thing caUed  Domestic  International 
Sales  Corporations.  A  U.S. -based 
plant  could  sell  goods  to  its  own  DISC 
at  cost  and  let  the  DISC  make  all  the 
profit;  the  profit  would  be  free  from 
income  ta.xes  until  such  time  as  it  was 
actualK  remitted  to  the  parent  com- 
pany. Along  similar  lines,  the  Admin- 
istration wants  to  loosen  antitrust  laws 
so  that  the  U.S.  companies  can  join 
together  for  export  ventures  in  ways 
the\  are  forbidden  to  do  for  domestic 
purposes.  In  this  and  other  measures 
the  Administration  will  propose,  says 
Presidential  Assistant  for  Economic 
Foreign  Policy  Peter  Flanigan,  "Our 
purpose  is  to  balance  off  the  attrac- 
tions abroad,  to  make  the  U.S.  just  as 
competitive  for  that  investment  as 
any  other  country." 

Organized  labor  is  not  buying  the 
Administration  approach.  It  tends  to 
regard  it  as  just  another  handout  to 
big  business.  It  wants  to  use  the  two- 
by-four  on  the  multinationals  and 
use  it  hard. 

The  simple  fact  is  that  organized 
labor  feels  that  its  past  support  for 
free-trade  policies  was  a  mistake. 
Spokesmen  recall  that  labor  was 
promised  a  big  adjustment  assistance 
program  in  the  early  Sixties  in  pay- 
ment for  its  support  of  President  Ken- 
nedy's trade  and  investment  bill.  The 
present  minimal  and  unworking  U.S. 
adjustment  assistance  program  was 
the  result.  Says  Ray  Denison,  legisla- 
tive representative  of  the  AFL-CIO: 
"You  know  the  old  saying,  the  first 
time  you  trick  me,  it's  shame  on  you; 
but  if  you  do  it  again,  it's  shame  on 
me.  We're  not  buying  any  funeral 
benefits." 

And  retraining?  Again,  Ray  Denison: 
"Retraining  for  what?  Electronics,  the 
most  advanced  technology  industry 
you  have  in  this  country,  has  moved 
away."  He  means  the  production  has 
moved  away.  He  would  argue  that 
the  engineering  will  follow  someday. 

Denison  is  one  of  the  men  at  AFL- 
CIO  charged  with  persuading  con- 
gressmen. His  argimients  strongly  crit- 
icize the  exclusive  practices  of  the 
Japanese  and  Europeans,  their  non- 
tariff  barriers  and  government-con- 
trolled economies.  In  these  arguments, 
labor  and  the  Nixon  Administration 
are  in  full  accord;  and  what  is  being 
called,  by  Republicans  at  least,  the 
Nixon  Round,  next  year  will  be  out 
to  erase  those  barriers.   But  Denison 


Sound  The  Alarm.  Business- 
men are  talking  abouf  Burke 
(above)  and  Harfke,  which  is 
whaf  fhe  legislafors  intended. 
They  are  the  authors  of  a 
bill  that  is  less  potential  law 
than  a  growl  from  organized 
labor  against  multinational 
companies.  Burke  calls  it  "a 
modest  attempt  to  get  the  at- 
tention of  people  who  stud- 
ied economics  in  the  7  950s." 


goes  much  farther:  "Regardless  of 
whether  the  worker  at  the  machine 
toils  longer  and  harder  or  not,  the 
major  question  today  in  the  minds  of 
many  U.S.  corporations  is,  Where 
shall  our  new  plant  be?  Mexico  or 
Taiwan?  Not  depressed  Pennsylvania. 
Where  shall  we  begin  production  of 
oiu-  new  product?  Hong  Kong  or  Hai- 
ti? Not  stricken  Connecticut." 

And  this  is  why  solid  statistics  on 
multinational  realities  tend  to  have 
little  or  no  effect  on  the  protectionist 
sentiment. 

The  multinational  corporations  rep- 
resent, quite  simply,  a  huge  threat  in 
the  mind  of  organized  labor.  Labor 
can  add,  or  rather  subtract.  It  knows 
that  if  a  U.S.  worker  makes  $3.36  an 
hour  and  a  German  worker  only  $1.62, 
to  say  nothing  of  the  Japanese  work- 
er's 96  cents  an  hour,  the  decisions  of 
multinational  managers  are  going  to 
be  weighted  toward  producing 
abroad.  The  freedom  to  move  capital, 
knowhow,  management  and  produc- 
tion abroad  is  a  threat  to  labor.  It  is  a 
lever  over  the  bargaining  power  for 
higher  wages  in  the  U.S.  "Why  chase 
the  jobs?"  one  labor  official  asked 
Forbes.  "Keep  'em  here,"  was  his 
own  answer.  Labor  men  paint  a  pic- 
ture of  the  multinational  corporation 
as  a  force  beyond  check  or  balance. 

So,  it  is  on  the  question  of  multi- 
national movement  of  capital  and 
business  that  the  Nixon  Administra- 
tion and  labor  part  company.  The 
Nixon  Administration  wants  to  pre- 
serve that  freedom  of  movement.  In 
any  case,  says  Peter  Flanigan,  "Mon- 
ey is  fungible.  If  it  can't  find  a  prof- 
itable investment  in  the  U.S.,  it  will 
make  an  investment  somewhere  else. 
You  can't  stop  it  with  barriers,  it 
will  move."  That  is  why  the  Admin- 
istration is  pushing  the  export  incen- 
tives, calling  for  U.S.  competitiveness 
and  preparing  to  negotiate  on  trade. 

There  is  an  ironic  twist  to  the 
whole  situation.  Making  production  in 
the  U.S.  more  attractive  may  well 
induce  foreign  multinationals  to  set  up 
here;  this  is  after  all  just  what  the 
U.S.  firms  did  in  the  Fifties  in  Eu- 
rope. Some  big  Japanese  companies 
are  planning  along  those  lines  right 
now.  There  is  an  office  in  the  U.S. 
Commerce  Department  working  to 
attract  foreign  direct  investment,  and 
at  least  five  states  have  programs  set 
up  to  lure  foreign  industry. 

Presumably,  this  would  be  a  pros- 
pect interesting  to  organized  labor. 
And  it  would  certainly  contribute  to 
the  free  movement  of  money  and  of 
trade  throughout  the  world— a  high- 
ly desirable  goal.  But  all  this  will 
take  time,  and  organized  labor  wants 
more  jobs  and  more  money  nott;— not 
five  years  hence,  but  now.  ■ 
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Once  Burned ,  - . 

Dollar-laden  California  S&Ls  say  they  won't  get 
burned  again  in  the  state's  booming  housing  mar- 
ket. But  have  they  really  learned  their  lesson? 


California  savings  &  loan  execu- 
tives are  grinning  from  ear  to  ear. 
Last  year  over  $5  billion  in  savings 
pomed  into  their  coffers,  and  almost 
$7  billion  worth  of  new  loans  went 
out.  By  the  end  of  1971,  California 
S&Ls  held  $37  billion,  one-fifth  of  the 
nation's  S&L  assets.  Almost  everyone 
in  the  business  had  record  earnings. 

As  the  savings  flood  continued  in 
January,  however,  the  smiles  became 
a  little  strained.  Ironically,  too  much 
money  could  spell  trouble  for  Cali- 
fornia S&Ls.  "For  most  of  1971,"  ex- 
plains Richard  H.  Deihl,  president  of 
$4-billion-assets  Home  Savings  & 
Loan,  "we  could  loan  out  all  the  mon- 
ey that  came  in.  In  January  of  1972 
California  S&Ls  had  the  greatest  sur- 
plus of  funds  since  1964." 

The  problem  is,  the  surging  Cali- 
fornia housing  market  is  becoming 
overbuilt.  As  the  housing  supply 
creeps  past  demand,  mortgage  and 
construction  loans— an  S&L's  life  blood 


—grow  riskier.  But  with  all  that  cash 
around,  the  urge  grows  stronger  to 
make  the  loans,  and  hang  the  risk. 

The  last  time  overbuilding  cropped 
up  in  California,  the  S&L  industry  was 
a  disaster  area.  It  was  back  in  the 
early  Sixties,  and  savings  were  abun- 
dant. Hordes  of  thinly  capitalized 
builders  tacked  together  apartments 
and  huge  tracts  of  homes,  many  of 
which  were  financed  by  S&Ls.  The 
S&Ls  also  held  mortgages  on  homes 
that  later  proved  way  overvalued. 
When  credit  dried  up  in  1966,  S&Ls 
had  to  foreclose  and  sell,  but  they 
could  scarcely  give  the  houses  away. 
The  result:  huge  write-offs.  For  ex- 
ample. Great  Western's  earnings  fell 
44%,  First  Charter  Financial's  38%. 

This  year  the  building  vogue  is 
garden  apartments.  The  Federal 
Home  Loan  Bank  of  San  Francisco, 
the  California  S&Ls'  federal  guardian, 
has  warned  of  high  apartment  vacan- 
cies   in    11    California    metropolitan 


areas,  particularly  Orange  and  San 
Diego  counties.  In  1971,  256,000 
dwelling  units  sprouted  up  in  the 
state,  about  55%  of  them  apartments. 
For  1972  the  supply  should  reach 
210,000  new  units.  Demand?  "I  think 
sorpebody  is  out  of  their  minds,"  says  - 
Conrad  Jamison,  chief  economist  of 
Security  Pacific  National  Bank.  "The 
basic,  demand  is  160,000  to  180,000 
units  a  year." 

Saieiy  Valves 

The  script  is  certainly  familiar. 
But  in  several  ways,  S&Ls  are  now  in 
far  better  shape  to  weather  a  housing 
glut.  For  one  thing,  S&L  executives 
humbly  say  they  learned  a  lesson  in 
1966  and  aren't  financing  speculative 
new  construction  as  much.  Indeed, 
new  construction  loans  by  S&Ls  to- 
talled only  $1.4  billion  in  1971  vs.  $2.5 
billion  in  1963.  For  another,  they  say, 
research  and  appraisal  efforts  are  more 
thorough  than  the  slipshod  methods 
of  the  Sixties.  "Now  we  can  look  be- 
hind the  vacancy  figures  in  overbuilt 
areas,"  says  Great  Western  President  '"> 
C.  William  Ford,  "and  find  some  very 
good  submarkets  for  mortgages." 

More    important,    California    S&Ls 
now  have  more  alternatives  to  local 


A  Tale  of  Treasure 

In  which  a  government  turned  venture  capitalist  seems 
surprisingly  likely  to  make  money  for  its   taxpayers. 


Ellef  Ringnes:  It  sounds  like  a 
name  from  a  Celtic  fairy  tale,  and  al- 
most as  improbable.  It's  an  Arctic  is- 
land, north  of  the  magnetic  pole, 
where  the  temperature— if  you  count 
the  wind-chill  factor— drops  to  93  de- 
grees below  zero  Fahrenheit.  It  stays 
dark  for  months  on  end,  and  even  in 
summer  hardly  anything  grows. 

But  as  in  fairy  tales,  there's  treasure. 
And  the  seekers  for  it  are,  in  a  sense, 
dwarfs.  They're  hunting  for  oil,  of 
course.  But  until  recently  none  of  the 
big  names  in  oil  were  up  there.  Just 
19  bush -league  companies  (see  ta- 
ble) grouped  together  under  the 
name  of  Paiiarctic  Oils  Ltd.  And  the 
Canadian  government. 

The  government  is  perhaps  the 
strangest  hero  in  the  tale.  It  was 
tempted  to  Ellef  Ringnes  by  geologi- 
cal surveys  tliat  claimed  huge  de- 
posits of  oil  and  gas  might  lie  beneath 
these  otheivvise  barren  Canadian  Arc- 
tic islands.  The  government's  first 
tliought  was  to  lend  money  to  ex- 
plorers who  would  raise  equity  funds 
from  tlic  public.  But  in  the  mid-Six- 
ties Canadian  undtjrwriters  would  not 
touch  such  a  risky  scheme.  Nor  would 


the  major  oil  companies,  who  said 
privately  that  the  government  must 
have  holes  in  its  head  for  wanting  to 
put  taxpayers'  money  into  the  Far 
North.  At  the  time,  gas  was  in  ample 
supply,  and  Canada  already  had  so 
much  oil  that  production  in  Alberta 
had  to  be  restricted. 

But  Canada's  Liberal  government 
saw  things  differently.  It  was  pain- 
fully aware  that  the  U.S.  controlled 
about  60%  of  Canada's  known  fuel  re- 
sources. It  saw  a  chance  to  hang  on 
to  any  that  were  left— and  cut  itself  in 
on  any  profits  that  were  to  be  made. 

So  the  government  in  1967  took 
$9  million  of  taxpayers'  money  and 
bought  45%  of  Calgary-based  Panarc- 
tic's  shares.  The  55%  balance  was 
divided  between  19  companies.  Many 
were  publicly  owned,  but  very  few 
were  big  in  oil  exploration,  and  initial- 
ly, all  but  two  were  Canadian. 

For  the  government  to  take  equity 
instead  of  loans  was  novel.  Admitted- 
ly, even  with  the  $24  million  the  gov- 
ernment has  since  invested,  its  outlay 
in  Panarctic  was  not  great.  But  the 
returns  could  be. 

Last     November    Panarctic    found 


gas  on  Ellef  Ringnes,  its  third  sub- 
stantial find  in  28  months.  How  sub- 
stantial, Panarctic  isn't  telling.  But  the 
speed  at  which  it  has  been  finding 
gas  could  indicate  the  accuracy  of 
the  geological  surveys  that  prompted 
the  government's  Arctic  venture. 

The  potential  of  the  Arctic  Islands 
is  estimated  to  be  35  billion  barrels  of 
oil  and  200  trillion  cubic  feet  of  natu- 
ral gas.  To  date  in  the  whole  of  con- 
tinental Canada  only  10  billion  barrels 
of  oil  and  65  trilfion  cubic  feet  of  gas 


Panarctic's  Partners 

Canadian 

Bankeno  Mines 
Bow  Valley  Inds. 
Campbell  Red  Lake  Mines 
Canadian  Industrial  Gas  &  Oil 
Canadian  Nickel  Co. 
Canadian  Scenic  Oils 
Cominco 
E.  Connelly 
Conick  Petroleums 
Dome  Mines 
Dome  Petroleum 
Giant  Mascot  Mines 
Noranda  Mines 
PanCanadian  Petroleum 
Sigma  Mines  (Quebec) 
Westburne  Petroleum  &  Minerals 
Non-Canadian 
Ashland  Oil  Canada 
Bocadel  (Barber  Oil  Subsid.) 
Thor  Exploration 
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California  mid-1960s  housing  glut. 

lending.  For  starters,  S&Ls  can  pax- 
back  some  of  the  high-cost  (6/8%) 
money  they  owe  the  FHLB.  In  1971 
California  S&Ls  repaid  some  $1.6  bil- 
lion of  a  total  of  $4.2  billion  out- 
standing; of  January's  record  $500- 
million  savings  inflow,  $170  million 
went  to  the  FHLB. 

S&Ls   can   also   tap   wider   lending 
markets,   thanks   to   FHLB  Chairman 


Preston  Martin.  In  early  1971  Martin 
eased  regulations  on  both  statewide 
and  nationwide  lending.  S&Ls  used  to 
be  limited  to  lending  within  100  miles 
of  the  liome  office.  Now  the  limit  ap- 
plies to  any  branch  in  the  state.  And 
10%,  rather  than  5%,  of  an  S&L's  as- 
sets can  now  be  lent  out  of  state, 
mostly  through  participations  with 
other  S&Ls. 

A  third  but  little-used  safety  valve 
is  the  so-called  secondary  market  mort- 
gages. These  are  federally  insured 
FHA  and  \'A  loans  bought  in  multi- 
million-dollar packages  from  the  Fed- 
eral National  Mortgage  Assn.  (Fannie 
Mae),  the  Government  National  Mort- 
gage Assn.  (Ginnie  Mae)  and  now, 
from  the  FHLB  (Freddie  Mac).  How- 
ever, man\  industry  executives  feel 
rates  on  FHA  and  VA  loans  are  not 
as  attractive  as  those  on  conventional 
loans.  And  with  Federal  red  tape, 
processing  can  take  three  times  as 
long.  "On  identical  loans,  one  FHA 
and  one  conventional,"  says  one  S&L 
man,  "the  FHA  can  cost  the  company 
an  extra  )i%." 

Will  the  savings  keep  rolling  in?  It 
depends  on  notoriously  unpredictable 
money  markets.  Falling  interest  rates 
on  Treasury  bills  were  a  prime  cause 


of  the  savings  inflow  in  1971,  just  as 
soaring  interest  rates  sucked  money 
out  in  preceding  years.  Treasury  bill 
rates,  which  usually  move  inversely 
to  savings  deposits,  were  close  to  3% 
last  month,  the  lowest  point  in  a  dec- 
ade. Also,  several  big  commercial 
banks  recently  dropped  interest  rates 
on  passbook  savings  accounts  to  4%, 
vs.  5%  for  S&Ls.  "It's  a  little  early  to 
tell,  but  I  think  the  savings  inflow 
will  equal  1971's  record,"  says  An- 
thony M.  Frank,  vice  chairman  of  the 
San  Francisco  FHLB  and  president  of 
Citizens  Federal  Savings  &  Loan. 

Just  how  effectively  S&Ls  will  use 
their  new  lending  alternatives  remains 
to  be  seen.  Historically,  the  farther 
from  home  the  S&Ls  go,  the  more 
mistakes  they  make.  So  the  key  ques- 
tion still  is  whether  the  S&Ls  will  ex- 
ercise more  caution  in  their  California 
lending  than  they  did  in  the  Sixties. 

"I'd  like  to  say  that  the  S&Ls  have 
learned  their  lesson,"  the  president  of 
one  large  S&L  told  Forbes,  "but  1 
know  the  profit  pressures  on  these 
branch  and  small  association  guys.  If 
they  have  the  money  now,  and  might 
not  later,  why  not  make  the  loan? " 

Prudence— and  a  good  memory- 
should  make  the  answer  obvious.   ■ 


t»^*a^^. 


Wild  Wells.  The  first  strikes  on  Ellef  Ringes  yielded  a  three-rrtonth  blaze  and  a  22S-foot-high  ice  cone. 


have  been  discovered.  Panarctic  so  far 
•  has  spent  $.51.5  million,  and  if  it  has 
not  yet  struck  oil  it  has  found  plenty 
of  gas.  On  King  Christian  Island,  one 
Panarctic  well  had  a  daily  flow  of  188 
million  cubic  feet,  making  it  one  of 
the  largest  gas  wells  in  North  America. 
For  once  the  dwarfs  seem  to  have 
outmatched  the  giants.  Major  fuel 
firms  are  now  eager  to  participate. 
Imperial  Oil,  the  Canadian  subsidiary 
of  Standard  Oil  (N.J.),  is  spending 
$10.5  million  to  earn  a  fractional  inter- 
est in  Panarctic's  55-million-acre  hold- 
ings. Tenneco  and  three  other  U.S. 
gas  transmission  companies  have  hand- 
ed Panarctic  $75  million  for  drilling 
iin  return  for  first  rights  to  any  gas  that 
is   surplus   to   Canadian   needs.   Only 


when  Panarctic  becomes  a  major  pro- 
ducer will  they  get  any  money  back. 
How  soon  will  that  be? 

To  justify  the  $3-billion  to  $4-bil- 
lion  cost  of  a  pipeline  from  the  Arctic 
to  the  U.S.  border,  Panarctic  must 
first  find  25  trillion  to  30  trillion  cubic 
feet  of  gas.  Within  the  industry  the 
betting  is  that  Panarctic  may  already 
have  found  between  a  fifth  and  half 
that  much.  With  nine  rigs  this  win- 
ter, vs.  three  in  1970,  the  speed  of 
discovery  could  increase. 

But  isn't  Panarctic  just  repeating 
what  Atlantic  Richfield  and  the  other 
oil  companies  did  in  Alaska  in  the  Six- 
ties? Nearly  200  oil  and  gas  wells 
were  found  there  in  three  years.  Legal 
hassles    over    protection    for    the    en- 
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vironment  have  kept  the  fuel  locked 
in  the  ground. 

Panarctic  has  that  hurdle  to  clear, 
but  may  be  in  better  shape.  For  a 
start,  it  is  drilling  due  north  of  Toron- 
to and  so  is  closer  to  the  U.S.  eastern 
and  midwestern  markets.  Gas  can  be 
piped  at  temperatures  which  will  not 
melt  permafrost— a  major  ecological 
objection  to  the  proposed  trans-Alas- 
ka oil  pipeline.  And  Panarctic  does 
have  a  major  ally  in  the  government. 

The  Canadian  government's  venture 
into  venture  capital  could  make  a  lot 
of  people  wealthy.  But  if  Ellef  Ringnes 
and  the  other  islands  do  yield  their 
treasures,  the  biggest  gainers  won't  be 
stockholders  but  Canadian  taxpayers. 
That's  fairyland  for  you.  ■ 
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Another  Rail  Way 


Canadian  Pacific  is  a  virtual  monopoly,  a  corporate  giant  spreading  into 
related  and  unrelated  fields.  How's  the  public  making  out  in  this  terrible 
situation?  Just  fine.  So  are  stockholders.  Who's  getting  hurt?  Nobody. 


If  the  Canadian  Pacific  were  a  U.S. 
railroad,  it  might  well  have  joined  Penn 
Central  in  bankruptcy  courts.  By  com- 
parison with  the  really  profitable  U.S. 
railroads— Norfolk  &  Western,  South- 
ern, Union  Pacific,  Southern  Pacific— 
the  CP  is  a  recipe  for  disaster. 

Running  for  the  most  part  through 
sparsely  populated  territory,  the  CP 
is  able  to  generate  only  about  $31,000 
in  revenues  per  mile  of  track.  By  com- 
parison, the  Norfolk  &  Western  re- 
ceives S78,525,  the  Southern,  $51,162, 
the  Union  Pacific,  $59,222  and  the 
Southern  Pacific,  $58,671. 

Weather,  a  hazard  for  any  railroad, 
is  a  constant  menace  for  the  CP  for  at 
least  four  months  of  the  year.  "We  op- 
erate in  rugged,  bloody  climatic  con- 
ditions," says  CP  President  Ian  Sin- 
clair. It  costs  CP  an  average  of  $5,326 
for  track  and  structure  maintenance 
per  track  mile— that  is,  17%  of  the 
money  it  takes  in  per  mile,  vs.  N&W's 
10%,  Union  Pacific's  11%  and  Southern 
Pacific's  13%. 

CP  is  obliged  by  federal  law  to 
carry  grain  for  export  at  one-half  cent 
a  ton  mile,  a  bare  third  of  what  most 
U.S.    lines  charge;    and   export   grain 


constitutes  a  full  24%  of  CP's  total  ton 
miles.  Those  rates  were  set  in  1897  and 
have  not  been  changed  since.  As  long 
ago  as  1958,  Canada's  main  railroads 
(CP  and  Canadian  National)  had  an- 
nual out-of-pocket  losses  on  grain  of 
$40  million. 

Finally— and  this  may  horrify  purists 
in  the  U.S.— the  CP  has  diversified 
energetically,  spreading  both  its  man- 
agement efforts  and  its  capital  into 
many  nonrailroad  fields.  It  is  this  very 
policy  which,  according  to  some  crit- 
ics, helped  bring  down  the  Penn  Cen- 
tral. Railroads,  they  say,  should  run 
railroads. 

Is  the  Canadian  Pacific  bankrupt? 
Hardly.  Its  stock,  recently  split  5-for-l 
and  long  listed  on  the  New  York  Stock 
Exchange,  had  a  recent  market  value 
of  $1.1  billion,  greater  than  that  of 
any  U.S.  railroad  except  the  Union 
Pacific  and  the  Southern  Pacific. 

Favored  in  the  Market 

Much  of  CP's  stock  market  glamour 
comes  from  its  extensive  holdings  of 
Canadian  natural  resources.  But  the 
railroad  itself  has  held  its  own:  In  five 
tough  years  on  the  rails,  CP  net  rail- 
way operating  income  has  slipped  only 
4.5%  vs.  Southern  Pacific's  8%  drop 
and  Norfolk  &  Western's  2%  gain. 

In  terms  of  problems,  then,  CP 
ranks  with  the  worst  of  the  U.S.  rail- 
roads. But  in  terms  of  profits,  it  can 
hold  its  head  high.  How  come?  The 
answers  are  instructive  to  anyone  who 
wonders  why  so  many  U.S.  railroads 
are  in  a  mess. 

The  answer,  at  bottom,  is  that  the 
Canadian  government  does  not  treat 
the  CP  as  an  enemy  or  a  tax-cow,  but 
as  a  vital  part  of  its  economy.  It  per- 
mits the  CP  to  be  a  virtual  monopoly 
in  large  parts  of  the  country.  It  per- 


The  Last  Spike.  Building  fhe  CP  //ne 
was  a  gamble.  Track  was  laid  across 
the  deserted  prairies  long  before  a 
route  through  the  mountains  had  been 
found  to  take  the  line  to  the  Pacific. 
But  in  the  1880s  Canada  had  to  act 
swiftly.  Its  undeveloped  western  lands 
already  were  falling  prey  to  U.S.  land 
speculators.  Building  a  transcontinen- 
tal railway  then  did  not  make  sense 
economically,  but  it  would  bind  Cana- 
da together  as  nothing  else  could.  But 
it  took  a  long  time  before  the  road 
could  afford  equipment  like  the  fancy 
switching  gear  pictured  at  the  right. 


mits  it— with  the  exception  of  grain- 
to  charge  virtually  whatever  it  wants 
for  carrying  freight.  And  it  permits 
CP  to  expand  not  only  into  natural 
resources  and  telecommunications,  but 
unto  other  forms  of  transportation  as 
well.  Through  acquisitions,  CP  has 
become  Canada's  largest  trucking  or- 
ganization; it  runs  a  major  airline  and 
two  shipping  lines. 

In  short,  CP  enjoys  the  kind  of  situ- 
ation that  U.S.  railroadmen  can  only 
dream  about. 

What  about  the  Canadian  public? 
Does  the  public  suffer  from  this  mo- 
nopoly, this  transportation  octopus? 
Quite  the  contrary.  Take  freight  ship- 
ments. In  three  years  the  average  re- 
venue for  a  ton  of  freight  taken  in  by 
Class  I  lines  in  the  U.S.  rose  16%,  or 
four  times  as  much  as  on  Canadian 
lines. 

The  simple  truth  is  this:  Canada 
could  not  afford  a  sick  transportation 
system.  Canadian  industry  long  was 
marginal  in  world  markets,  and  its 
agriculture  was  selling  in  highly  com- 
petitive ones.  Excessively  expensive 
transportation  or  slovenly  transporta- 
tion could  prove  a  fatal  handicap.  The 
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U.S.  could  afford  the  luxun  of  letting 
its  railroads  decay.  Canada  could  not. 
It  had  to  let  its  transportation  indus- 
tr>-  di\ersif> . 

"That's  one  of  Canada's  great  ad- 
vantages," says  John  Stenason,  CP's 
\ice  president  of  transport  and  ships. 
"We're  allowed  to  put  the  pieces  to- 
gether in  a  way  that  makes  sense  from 
a  transportation  viewpoint.  I  think  the 
Americans  could  leam  from  us,  par- 
ticularK  the  regulaton,  people." 

It  must  be  said  that  Canada  learned 
the  hard  way.  Its  railroad  s\  stem  be- 
gan falling  apart  after  World  War  I. 
In  1922  three  of  Canada's  main  lines 
hovered  on  the  brink  of  bankruptcy. 
Their  collapse  would  have  been  di- 
sastrous for  the  small  and  fragile  Ca- 
nadian economy. 

Their  solution  was  one  some  people 
say  the  U.S.  should  now  copy  with 
the  Penn  Central:  nationalize  the 
money-losing  lines. 

Nationalization  of  nearly  half  of  its 
system  into  Canadian  National  Rail- 
ways did  a\ert  a  disaster  on  the  Ca- 
nadian rails.  But  it  did  nothing  to 
soKe  the  real  railway  problem.  For 
the  next  40  years  Canada's  national- 
ization produced  only  massive  subsi- 
dies, dull  management  and  a  slow  de- 
terioration in  railway  stock  and  ser- 
vice. Even  Canadian  Pacific,  which 
wasn't  nationalized,  went  nowhere. 
Without  the  spur  of  real  competition 
it  floundered. 

Canadian  Pacific,  for  all  its  promis- 
ing beginnings,  fell  into  the  hands  of 
men  who  had  tediously  worked  their 
way  through  the  ranks  to  the  top 
spots.  Theirs  was  management  by  the 
rule  book— with  government  bureau- 
crats setting  most  of  the  rules.  They 
bothered  little  about  expansion  or 
about  exploiting  the  25  million  acres 


of  timber  and  mineral  bearing  land 
given  CP  as  its  original  land  grant. 
They  didn't  care  much  about  the  mon- 
ey that  did  flow  in,  letting  as  much  as 
$175  million  sit  idly  in  company  of- 
fices, as  later  finance  managers  dis- 
covered to  their  horror. 

How  could  such  incompetence  go 
undetected?  Just  as  it  did  in  other 
companies  in  the  last  decade.  The 
natural  expansion  of  the  North  Amer- 
ican economy  has  covered  up  plenty 
of  corporate  bungling.  But  when  the 
Canadian  economy  fizzled  in  the  late 
Fifties,  so  did  Canadian  Pacific.  In 
four  years  its  net  income  was  almost 
halved.  CP  hollered  for  help. 

The  Canadian  govenunent  set  up  a 
Royal  Commission  under  an  obscure 
Regina  lawyer,  M.A.  VlacPherson,  to 
investigate  the  railways'  plight,  hop- 
ing the  economy  would  pick  up  be- 
fore any  action  was  needed.  What 
happened  was  unexpected. 

Unshackling  the  Lines 

MacPherson  in  26  months  delivered 
a  report  that  became  a  milestone  in 
Canadian  transportation  policy. 

Briefly,  MacPherson  said  this:  Look, 
the  railways  are  not  a  monopoly  any- 
more. Competition  from  other  means 
of  transportation  takes  care  of  that. 
Let  the  railways  compete  freely  with 
the  trucks,  ships  and  airplanes  and 
there  will  be  no  problem. 

MacPherson's  real  clincher  was 
this:  The  railways  should  be  allowed 
to  set  their  own  freight  rates.  Out- 
rageous? The  gall  of  MacPherson's 
proposals  shook  most  Canadians,  but 
the  remarkable  thing  is  that  on  re- 
flection they  accepted  them. 

After  six  years  of  protracted  and 
often  bitter  haggling,  the  MacPherson 
doctrine  became  law  in  1967.   Many 


Switching.  Luxury  hotels  afloat 
were  once  a  CP  hallmark.  But  it 
is  easier  to  make  a  profit  on  first- 
class  service  downtown  than  it 
is  in  mid-Atlantic,  as  Canadian 
Pacific  has  learned  since  replac- 
ing its  Empress  liners  (above) 
with  hotels  like  Le  Chateau 
Champlain  in  Montreal.  Even 
more  profitable  may  be  some  of 
CP's  newer  sailing  ventures.  It 
runs  a  fleet  of  containerships 
from  London  and  has  a  fleet  of 
modern  oil  tankers  based,  for 
financial  reasons,   in    Bermuda. 
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6/oodbafh.  "/  saw  over  15  monihs  ago  that  this  whole  bloody  industry 
was  heading  for  trouble,"  CP's  Ian  Sinclair  says  of  the  airline  business. 
"What  I  didn't  know  was  that  it  was  going  to  attempt  mass  suicide." 
Though  CP  Air  has  routes  stretching  from  Athens  to  Tokyo,  Sinclair  kept 
the  line  out  of  jumbo  jets.  Last  year  he  was  vindicated  with  a  $1.7- 
million  profit.  "Right  now,"  says  Sinclair,  "I'm  looking  a  bit  like  a 
prophet.  I  hate  to  be  that,  for  you  know  what  happens  to  prophets." 


of  the  existing  regulatory  bodies  were 
scrapped  and  replaced  with  one  rela- 
tively small  agency,  the  Canadian 
Transport  Commission,  with  only  485 
employees  vs.  1646  for  the  ICC.  The 
CTC  tightly  controls  passenger  travel. 
But  it  allows  the  marketplace  to  dic- 
tate the  cost  of  freight.  Admittedly, 
it  insists  the  railways  always  charge 
more  than  their  costs  to  prevent  them 
from  bankrupting  weaker  truck  hnes, 
and  similarly  the  CTC  sets  rates  to 
protect  captive  shippers.  But  the  floor 
and  ceiling  rates  are  amply  spaced. 
Any  carrier  or  shipper  who  felt  the 
competition  was  unfair  had  to  make 
out  a  case  to  the  CTC.  The  idea 
worked.  In  five  years  only  one  case 
was  made  about  unjust  domestic  rail- 
way freight  charges.  It  involves  liquid 
chlorine  shipments  by  Montreal-based 
Domtar  Ltd.  in  its  pulp  and  paper  op- 
erations. Domtar  claims  it  is  a  captive 
shipper;  CP  says  a  rate  was  negotiat- 
ed for  volume  shipments.  While  the 
CTC  mulls  over  the  case,  the  CP  is 
paid  its  rate. 

"Some  of  our  lowest  rates  are  in 
areas  where  we  have  a  complete  and 
utter  monopoly,"  contends  Fred  Bur- 
bidge,  CP's  top  railman.  The  rates, 
he  asserts,  are  controlled  by  interna- 
tional as  much  as  domestic  competi- 
tion. For  example,  the  8  million  tons 
of  coal  CP  will  freight  this  year  from 
Alberta  to  Canada's  west  coast  for 
shipment  to  Japan.  No  trucker  can 
move  that  volume  over  such  a  dis- 
tance. Yet  CP  knows  if  it  charges  an 
inordinately  high  price,  the  Japa- 
nese will  buy  the  coal  elsewhere. 
They  will  get  it  in  the  U.S.  or  from 
Australia. 

At  around  the  same  time  it  won 
decontrol  of  rates,  CP  got  Ian  Sin- 
clair as  its  new  boss.  Canadian  Pacif- 
ic  had   chosen   Sinclair,   its   top   cor- 


porate lawyer,  to  put  its  case  in  1959 
to  the  MacPherson  Commission.  A 
heftily  built,  somewhat  dishevelled- 
looking  chain  smoker,  Sinclair  is  no 
railroader.  He  is  a  lawyer  who  came  to 
CP  after  practicing  before  the  Winni- 
peg bar.  Sinclair  saw  a  chance  to  do 
more  than  just  present  a  brief  on  rail- 
roading. Probing  into  the  recesses  of 
CP's  sprawling  empire,  he  began  to 
discover  why  its  vast  assets  and  re- 
sources were  being  mishandled.  He 
came  up  with  some  radical  proposals 
for  the  company's  reorganization. 

Then  the  blaze  really  started.  It  was 
widely  reported  that  an  outside  raid 
was  made  on  the  company's  stock. 
The  raiders  were  said  to  be  a  group 
of  European  investors  who  had  be- 
gun their  own  probe  of  CP.  They  liked 
what  they  saw.  CP's  professional  man- 
agers were  making  barely  1.2%  on  its 
$2.8-billion  assets.  It  was  a  ripe  plum, 
but  the  picking  was  not  going  to 
be  easy.  Gaining  outright  control, 
they  soon  discovered,  was  out  of  the 
question  since  CP's  14  million  shares 
then  outstanding  were  widely  scat- 
tered through  Europe  and  North 
America.  Less  than  39%  were  owned 
in  Canada. 

What  was  possible  was  to  gather 
enough  shares  to  warrant  a  seat  on 
the  board.  From  that  vantage  point 
some  much-needed  ginger  could  be 
put  into  the  company. 

Canadian  Pacific  has  never  denied 
such  a  stock  market  raid  ever  was 
mounted.  And  it  did  subsequently 
adopt  Sinclair's  strategy  and  made  Sin- 
clair, now  58,  president  in  1966  and 
chief  executive  officer  in  1969.  And  it 
did  in  1963  quietly  name  Amsterdam 
investment  banker  Allard  Jiskoot  as  a 
director. 

What  Sinclair's  analysis  revealed 
and    what    the    European    investors 


rightly  suspected  was  this:  Canadian 
Pacific  was  structurally  sound  and 
had  vast  untapped  wealth  and  re- 
sources. Its  problem  lay  in  its  man- 
agement and  in  the  old  system  of 
government  regulation. 

What  Sinclair  has  done  is  this.  He 
has, widened  the  division  of  Canadian 
Pacific  into  its  two  natural  parts- 
transportation  and  investment.  The 
investments  are  large  enough  to  war- 
rant their  own  company,  Canadian 
Pacific  Investments,  which  is  headed 
by.  Duff  Roblin,  a  former  premier  of 
Manitoba. 

Besides  CP's  own  vast  oil  and  gas 
holdings  in  the  Canadian  West  and 
Arctic,  the  investments  include  prime 
chunks  of  city  center  properties,  ho- 
tels and  sizable  holdings  in  companies 
such  as  Cominco,  MacMillan  Bloe- 
del,  TransCanada  PipeLines  and  Rio 
Algom  Mines.  These  Sinclair  bundled 
into  Canadian  Pacific  Investment, 
which  is  run  as  a  separate  company 
with  9%  of  its  shares  publicly  held. 
CPI  is  the  main  source  of  dividend 
income  for  the  parent  company. 

Where  the  Money  Is 

With  the  decks  cleared,  Sinclair 
could  make  his  next  change:  switch- 
ing the  emphasis  in  transportation 
from  passenger  service  to  freight.  The 
need  for  such  a  change  had  long  been 
apparent  to  U.S.  transport  executives, 
but  Canadian  Pacific  was  inordinately 
proud  of  its  ability  to  move  people  in 
comfort.  For  years  it  had  promoted 
little  besides  the  luxuries  of  its  Em- 
press liners,  its  sleekly  domed  trans- 
continental trains  and  its  swank  hotels 
like  the  copper-turreted  Banff  Springs 
in  the  Rockies.  Good  for  travel  bro- 
chures maybe,  but  not  necessarily 
profits.  "I'm  not  motivated  much  by 
nostalgia,"  says  Sinclair. 

On  the  North  Atlantic,  Sinclair  has 
replaced  the  money-losing  liners  with 
five  containerships  that  this  year  he 
expects  will  earn  $4  million.  He  has 
spent  $70  million  building  a  fleet  of 
bulk  commodity  carriers  that  includes 
two  253,000  dwt.  vessels  chartered 
for  carrying  oil  from  Africa  to  the 
U.S.  and  Canada. 

On  the  rails,  Sinclair  has  asked  but 
not  been  allowed  to  cancel  his  trans- 
continental passenger  trains  which  in 
1968  lost  $15  million.  But  he  has 
closed  down  numerous  intercity  pas- 
senger services. 

His  design  is  clear  to  see  when  he 
says:  "Our  rails  have  started  to  show 
the  forward  thrust  of  being  goods- 
oriented,  and  the  public  has  come  to 
realize  that  passenger  transport  is  not 
what  a  railway  is."  So  Sinclair  spends 
$18.5  million  on  gondola  cars  to  car- 
ry coal  and  $14  million  to  make  his 
switching   yard   outside   Calgary   the 
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Avis  Pl>  month  Duster 


Hertz  Hord  Pinto 


Jvm  gives  you 
a  bigger  little  car. 

The  Plymouth  Duster  you  get 
rom  Avis  is  more  than  two  feet 
onger  than  the  Pinto  you  get  from 
"lertz. Its  w  ider, too,  with  more  room 
nside  for  you  and  your  luggage.         t 

A  new  Plymouth  Duster  or  a 
')odge  Demon  from  Avis  costs 
)nl\  S7a  day  and  11^  a  mile  provided  you  return  the  car  to 
vherever  you  picked  it  up.  And  you  only  pay  for 
he  gas  you  use. 

Better  than  one  out  of  every  ten  of  our  cars  are 
972  Dusters  and  Demons  and  they're  available  at  most 
V\  is  offices  in  the  continental  United  States. So  your 
hances  of  getting  one  are  pretty  good,  even  though 
heyVe  on  a  first-come,  first-served  basis  with  no 
eservations  accepted.  (Sorry,  we  can't  make  this  offer  in 
ertain  locations  or  on  weekends  in  metropolitan 
view  York,  and  there  are  no  discounts.) 

Avis  gives  you  a  bigger  little  car.  Pretty  big  of  us. 

Avis  is  going  to  be  No.1.  We  try  harder. 


©AVIS  RENTACAR  SYSTEM.  INC,  A  WORLDWIDE  SERVICE  OF  ETT 


Diversity.  CP's  fingers  are  info 
most  of  Canada's  business  pies, 
from  coal  and  lead  mines  to  oil 
and  pulp  to  telecommunications. 


most  automated  on  the  Continent.  And 
he  talks  less  of  his  transcontinental 
passenger  service  than  of  his  mon- 
strous unit-train  that  daily  rumbles 
through  the  Rockies  bearing  enough 
coal  to  fill  ten  normal  trains. 

CP,  for  all  its  problems,  is  solidly 
profitable  and  likely  to  remain  so.  It 
enjoys  a  prestige  in  Canada  that  no 
U.S.  railroad  enjoys  in  this  country. 

Canadian  Pacific  has  become  an 
effective  recruiter  on  university  cam- 
puses for  the  first  time  in  years.  Among 
the  young  who  worry  about  the  en- 
vironment, railroads  are  far  less  sus- 
pect than  any  alternative  form  of 
transportation. 

CP  is  recognized  as  a  powerful 
force  among  investors  and  money  men 
eager  to  loan  it  funds.  That  much  be- 
came clear  when  its  investment  arm, 
CPI,  easily  raised  $100  million  in  the 
largest  issue  of  preferred  shares  ever 


If  the  Penn  Central  bankniptcy 
curled  youi'  eyebrows,  consider  this. 
In  1922  the  Canadian  government 
faced  not  one  but  five  railways  go- 
ing belly  up.  Excepting  only  the 
Canadian  Pacific  and  a  few  small 
lines,  this  was  the  entire  national 
rail  system.  The  insolvent  lines' 
combined  debt:  $1.95  billion. 
That's  right,  almost  $2  billion  and 
that  was  50  years  ago.  In  1969 
Penn  Central  Transportation  Co. 
had  long-term  debt  of  $1.7  billion. 

Canada  was  afraid  that  defaults 
would  ruin  the  whole  nation's  al- 
ready fragile  credit  rating.  Worse, 
this  was  the  pre-highway  era  and 
large  segments  of  sparsely  popu- 
lated Canada  would  be  left  with- 
out transportation. 


sold  in  Canada.  Says  Sinclair:  "Our 
credit  is  our  greatest  strength." 

Sinclair  harldy  lacks  for  plans  on 
which  to  spend  his  money.  His  railmen 
have  one  to  electrify  1,000  miles  of 
line  to  speed  freight  shipments  through 
the  Rockies.  Likely  cost:  at  least  $100 
million.  Downtown  developments  in 
six  Canadian  cities,  which  include 
the » rebuilding  of  CP's  headquarters 
above  Montreal's  Windsor  Station,  will 
cost  an  estimated  $200  million  spread 
'over  several  years.  His  oilmen  want 
$75  million  for  exploration  and  his  gas 
men  $25  million.  The  hotels  urgently 
need  $20  million  for  renovations  and 
new  buildings  and  CP  Air  cannot  de- 
lay buying  a  jumbo  jet  forever. 

Then  Sinclair-  must  consider  the 
cost  of  CP's  share  in  a  telecommuni- 
cations satellite  and  of  developing  an 
experimental  pipeline  for  moving  coal. 
And  he  must  remember  his  invest- 
ment men  are  active.  They  quietly 
spent  $43  million  buying  51%  of  Great 
Lakes  Paper  stock  in  tlie  open  market 
and  almost  daily  add  to  CP's  11% 
stake  in  MacMillan,  Bloedel,  hastening 
the  day  when  CP  can  join  the  two 
firms  to  form  one  of  North  America's 
largest  pulp  and  paper  enterprises. 

A  close  look  at  Canadian  Pacific 
shows  this:  Free  from  the  controls 
and  the  excessive,  artificial  competi- 
tion forced  on  U.S.  railroads  by  anti- 
merger and  antitrust  rules,  a  railroad 
can  handle  its  problems  without  be- 
coming an  overbearing  monopoly.  And 
allowed  to  diversify,  even  into  trans- 
portation, CP  management  has  im- 
proved, not  neglected  the  railroad. 

The  Canadian  government  gambled 
that— left  to  their  natural  competitive 
devices— big  businessmen  would  ab- 
stain from  behaving  like  robber  bar- 
ons. The  gamble  worked.  Isn't  there 
a  lesson  in  all  this  for  the  U.S.?  ■ 


-Solution?- 


The  solution:  nationalization. 
Parliament  set  up  a  government- 
owned  company  to  run  the  rail- 
roads. It  undertook  to  pay  the  defi- 
cits, including  debt  sei-vice.  The 
government  maintained  all  essential 
services  and  lent  money  where 
needed  to  improve  the  lines. 

Last  year  alone  the  Canadian 
government  pumped  about  $90 
million  into  Canadian  National, 
most  of  it  to  reimburse  CN  for 
running  unprofitable  services  that 
the  government  deems  necessary. 
Not  a  large  sum  of  money  by  com- 
parison with  what  the  government 
would  have  had  to  spend  to  pro- 
vide alternative  sewice  to  isolated 
communities. 

Nor  is  it  a  huge  sum  in  terms  of 


the  problems  CN  faces:  It  main- 
tains 24,714  miles  of  primary  track, 
more  than  Penn  Central  and  the 
Reading  combined.  But,  in  1968, 
CN's  average  freight  rate  revenue 
per  ton-mile  was  1.32  cents,  vs. 
1.45  cents  for  Penn  Cenbal.  And, 
CN  was  paying  65%  of  its  revenues 
in  labor  costs,  vs.  PC's  49%. 

CN's  boss  is  Norman  J.  MacMil- 
lan, like  CP's  boss,  a  former  Winni- 
peg lawyer.  He  reports  to  a  govern- 
ment-appointed board  of  directors, 
and  testifies  yearly  before  a  parlia- 
mentaiy  committee  in  Ottawa. 

So,  the  solution  was  nationaliza- 
tion and  subsidy.  Not  an  ideal  solu- 
tion, but  at  least  it  enabled  Canada 
to  get  on  with  the  job  of  develop- 
ing its  economy. 
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A  Capital  Game 

The  winners  in  cable  TV  will  be  those  who  can 
get  financing  and  who  can  wait  the  longest. 


"...  A  GENIE  in  a  bottle  ...  a  modern 
version  of  Aladdin  and  his  lamp." 
That's  how  Hubert  J.  Schlafly,  presi- 
dent of  TelePrompTer  Corp.,  de- 
scribes the  cable  television  of  the 
future.  And  the  stock  market,  looking 
feverishly  for  something  to  beUeve  in 
—even  a  genie  in  a  bottle— has  rallied 
around  cable  television  stocks  as  the 
wave  of  the  future.  American  Tele- 
vision &  Communications,  for  exam- 
ple, a  S13-million-revenues  company 
that  sold  for  $10  a  share  in  1970,  is 
now  selling  for  140  times  earnings. 
TelePrompTer,  with  estimated  CATV 
revenues  of  S36.5  million,  has  a  mar- 
ket value  approaching  $500  million. 

What  does  the  genie  promise  to 
cause  such  a  magical  rise  in  price/ 
earnings  ratios?  An  interactive  system 
that  will  tell  the  fire  department  if 
you  have  a  fire  in  your  home  or  the 
police  if  you  have  an  intruder.  It  will 
order  your  groceries  and  charge  them 
to  your  CATV'  bill,  help  your  doctor 
to  diagnose  your  ills,  order  your  pre- 
scription for  you  and  then  collect  mes- 
sages for  you  while  you  are  in  bed. 
It  may  even  provide  games  you  can 
pla>  to  keep  you  from  being  bored 
with  your  sedentary  existence. 

Overlooked  in  the  stampede  to  the 
market,  however,  was  one  crucial 
question:  How  much  will  it  cost  to 
get  there?  That  is  primarily  a  matter 
of  getting  the  cable  strung. 

"When  the  cable  companies  start 
doing  the  things  that  they  are  going 
to  be  called  upon  to  do,"  says  Clifford 
Kirtland  Jr.,  executive  vice  president 
of  Cox  Broadcasting,  "the  costs  will 
increase  dramatically."  Construction 
cost  is  already  the  biggest  problem 
the  cable  companies  have. 

Wanted:  Capital 

,  In  installing  a  system  with  two-way 
capability— something  that  may  soon 
be  a  federal  requirement— in  Akron, 
Ohio,  Television  Communications 
Corp.  overvalued  the  importance  that 
potential  subscribers  would  place  on 
this  futuristic  bit  of  equipment.  It  will 
cost  the  company  $18  million  to  com- 
plete the  system,  which  has  picked 
up  only  17,000  subscribers-that  is,  a 
cost  of  over  $1,000  per  subscriber. 
And  it  caused  the  little  $8.7-million- 
revenues  company  to  have  to  sell  out 
to  Kinney  Sei-vices  for  about  $46  mil- 
lion in  Kinney  stock.  "We  worked  for 
ten  years  to  develop  this  company," 
reflects  Alfred  Stern,  TVC's  president 
and  largest  stockholder,  who  now 
heads     Kinney's     CAT\'     operations, 


"and  I  could  see  our  leadership  going 
down  the  drain." 

Stem's  predicament  is  almost  com- 
monplace. The  faster  cable  television 
expands,  the  faster  it  moves  beyond 
the  ability  of  the  smaller  companies 
to  finance  it.  "Capital  is  a  critical  fac- 
tor," says  Stephen  Gordon,  senior  re- 
search associate  at  Equity  Research 
Associates.  "The  need  for  strong  capi- 
talization and  a  track  record  for  fi- 
nancing new  construction  will  sepa- 
rate the  weak  from  the  strong." 

Gordon  estimates  that  the  $400- 
million-revenues  industry  spent  about 
$100  million  on  construction  in  1971. 
With  not  even  10%  of  the  television 
homes  connected  to  cable,  capital 
needs  for  the  next  ten  years  have  been 
estimated  at  between  $10  billion  and 
$15  billion— completely  beyond  the 
reach  of  an  industry  whose  largest 
company  (TelePrompTer)  took  in  on- 
ly $33  million  in  1970. 

Admittedly,  these  projections  de- 
pend on  the  opening  of  the  100  largest 
metropolitan  areas  that  have  long  been 
subject  to  Federal  Communications 
Commission  restrictions— part  of  a  five- 
year  freeze  on  the  cable  industry 
prompted  by  network  television  pres- 
sures—against importing  outside  sig- 
nals. Last  month  the  FCC  in  effect 
opened  the  second  50  of  these  mar- 
kets, which  prompted  a  new  wave  of 
speculation  on  Wall  Street.  Further 
loosening  of  the  rules  seems  inevita- 
ble as  the  industry  grows. 

But  the  cable  companies  had  been 
scrambling  for  money  even  without 
the  new  markets,  since  they  must  con- 
struct and  merchandise  an  entire  sys- 
tem, on  revenues  solely  from  month- 
ly fees  of  $5  to  $6  per  subscriber,  be- 
fore they  start  getting  any  profits  at 
all.  The  cost  of  building  a  rural  cable 
system  is  $5,000  a  mile  for  overhead 
wires,  $10,000  a  mile  for  underground 
systems;  in  New  York  City,  it  can 
cost  $115,000  a  mile  just  to  lay  the 
cable.  Thus,  to  build  a  typical  rural 
system  of,  say,  25,000  subscribers, 
might  cost  $10  million  but  yield  an- 
nual earnings,  at  the  outset,  of  as  lit- 
tle as  $125,000.  Obviously,  such  earn- 
ings can  hardly  finance  these  expendi- 
tures. When  companies  do  get  money, 
it  is  at  a  high  rate  and  must  be  paid 
off  faster  than  can  be  sustained  by 
their  meager  cash  flow.  Cablecom- 
General,  a  subsidiary  of  General  Tire 
&  Rubber's  RKO  General,  recently  had 
to  pay  10.5%  for  $10  million  that  it 
placed  with  five  insurance  companies. 

Whv  bother?  Because  there  comes 


Local  impact  :^  i  ut  ituiOir 
why  CATV  companies  often 
cover  such  events  as  Little 
League  baseball.  Perhaps 
more  important  is  the  glut  of 
channels  that  a  cable  opera- 
tion  is  often  hard  put  to  fill. 


a  point  in  time— it  may  be  ten  years 
away— when  the  investment  is  paid 
off  and  the  profit  flow  begins. 

Since  this  is  a  period  of  heavy  origi- 
nal construction  and  heavy  competi- 
tion for  the  franchises  that  are  left, 
companies  are  resorting  to  fancy  finan- 
cial finagling,  of  which  the  most  pub- 
licized is  off-balance-sheet  financing. 
An  attractive  tax  shelter,  it  is  very 
similar  in  concept  to  real  estate  limit- 
ed-partnership financing  or  oil-fund 
drilling.  A  general  partner  who  con- 
tributes little  other  than  management 
skill  and  the  franchise  to  be  built 
teams  up  with  limited  partners  who 
put  up,  say,  25%  of  the  money;  the 
partnership  then  borrows  the  other 
75%.  While  the  system  is  losing  mon- 
ey, the  limited  partner  gets  a  substan- 
tial tax  write-oft.  When  the  system 
begins  making  money,  he  trades  his 
cash  position  for  stock  without  hav- 
ing to  declare  even  a  capital  gain. 

However,  even  this  method  has  its 
problems.  "There  are  plenty  of  tax- 
shelter  people  around,"  says  TVC's 
Vice  President  Paul  Van  Hook,  "but 
to  get  the  intermediate-term  lender 
to  come  along  is  a  tricky  thing.  You 
need  a  sophisticated  lender  who  can 
recognize  the  liquidation  value  of  the 
thing  in  case  it  bombs  out." 

And  systems  do  bomb  out.  Especial- 
ly in  the  larger  markets  where  people 
already  have  a  number  of  television 
signals  to  clioose  from  and  are  not 
hungry  for  more  the  way  they  might 
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be  in  a  small  rural  community.  That 
was  TVC's  problem  in  Akron  and  Cox 
Cable's  problem  in  Cleveland. 

Thus,  getting  capital  may  mean  sell- 
ing equity  to  someone  who  has  mon- 
ey and  doesn't  mind  the  risk.  Tele- 
PrompTer  was  at  one  point  17%  owned 
by  Hughes  Aircraft  Co.,  which  now 
owns  about  50%  of  TPT's  Manhattan 
and  Los  Angeles  systems.  In  its  early 
days,  the  company's  loans  were  jointly 
signed  by  Hughes  and  TFT.  "We 
piggybacked  on  Hughes'  credit,"  says 
Leonard  Tow,  TPT's  vice  president- 
administration.  "We  both  signed  the 
same  piece  of  paper,  but  everyone  was 
looking  to  Hughes  to  make  good  those 
pieces  of  paper."  TPT  does  better 
than  most.  A  merger  in  1970  with 
H  &  B  American  made  it  the  largest 
CATV  operator  in  the  U.S.,  enabling 
it  to  secure  a  $42-million  revolving 
bank  credit. 

With  all  the  attention  CATV  has 
been  getting  on  Wall  Street,  much 
smaller  American  Television  &  Com- 
munications has  been  able  to  get  a 
$17.5-million  revolving  credit  agree- 
ment with  five  banks  and  a  reduction 
in  its  interest  rate  of  one-half  of  1% 
over  the  prime  rate.  But  ATC,  which 
will  be  the  second-largest  cable  com- 


pany as  soon  as  it  completes  its  ac- 
quisition of  Jefferson-Carolina  Corp.,  is 
systematically  developing  a  series  of 
small,  similar  markets.  These,  it  says, 
are  both  cheaper  to  engineer  and, 
being  uniform,  easier  to  finance.  "Of 
comse,  anyone  who  looked  at  our  bal- 
ance sheet  would  say  I'm  crazy,"  says 
President  Monroe  M.  Rifkin. 

The  Cash-In  Artists 

So  who's  going  to  be  doing  all  the 
growing?  Obviously  cable  subsidiaries 
of  companies  like  Time  Inc.,  Gulf  & 
Western  and  General  Electric,  which 
get  their  financing  from  the  parent 
companies.  "We've  moved  out  of  our 
holding  pattern  that  we  assumed  when 
the  FCC  put  the  clamps  on,"  says 
A.C.  Belanger,  GE  Cablevision's  finan- 
cial manager,  "and  we  have  started 
becoming  extremely  active  in  pursuing 
the  big  markets."  And  although  Cable- 
com-General's  chairman  of  the  board, 
John  Poor,  says  "we  wanted  to  have 
our  divisions  stand  on  their  own,"  the 
company  is  now  actively  acquiring  de- 
veloped systems  instead  of  building 
its  own,  which  takes  even  more  mon- 
ey. Will  it  come  from  the  parent  com- 
pany? "It's  possible,"  says  Poor.  "RKO 
has    in    the    past    advanced    money. 


We've  always  had  enough  to  do  what 
we  want  to  do." 

What  the  cable  of  the  future  is 
going  to  be  is  anybody's  guess.  Cer- 
tainly plenty  of  people  on  Wall  Street 
and  Main  Street  are  trying  theii-  hands 
at  calling  the  cards.  But  with  such 
heavy  capital  requirements  and  heavy 
regulation  on  federal  and  local  levels, 
the  GATV  industry  begins  to  look 
more  and  more  like  a  public  utility. 
"We  have  to  go  to  the  city  coimcils 
for  rate  increases,"  says  Marvin  Sha- 
piro, executive  vice  president  of  West- 
inghouse  Broadcasting,  "and  pole  in- 
stallation is  usually  contracted  with 
companies  under  public  utility  com- 
missions. It's  veiy  much  interrelated." 

This,  plus  the  fact  that  it  takes  an 
average  of  five  years  to  realize  a  posi- 
tive cash  flow  and  ten  years  to  get  a 
payoff  on  investment,  makes  CATV 
look  more  like  a  long-tenn  proposition 
than  a  get-rich  quick  speculation.  Says 
Westinghouse's  Shapiro,  who  has  de- 
cided to  spend  his  company's  money 
elsewhere:  "Financing  is  not  CATV's 
biggest  problem;  it's  the  ivillingness 
to  finance— to  commit  huge  simis  for  a 
long  time  with  no  chance  of  quick  re- 
covery. That's  all  you  can  normally 
expect  to  get  out  of  this  investment."  ■ 


The  Medium  Is  Not  the  Message 


If  you  had  the  money,  you  could 
easily  install  a  CATV  system  with 
40  channels;  but  what  would  you 
put  on  them?— Westinghovsk 
Broadcasting  Executive  Vice 
President  Marvin  Shapiro. 

That  modem  variant  of  the  re- 
mark of  Henry  David  Thoreau, 
when  he  heard  that  a  magnetic 
telegraph  was  to  be  constructed 
from  Maine  to  Texas  ("but  Maine 
and  Texas,  it  may  be,  have  nothing 
important  to  communicate")  is 
haunting  the  CATV  industry  today. 

How  about  movies?  They  are  al- 
ready a  mainstay  of  the  industry. 
But  for  16  hours  per  day?  Besides, 
movies  cost  money— anywhere  from 
$3,000  up  per  movie.  That's  high 
for  companies  that  are  only  gross- 
ing $60  per  year  per  subscriber.  To 
economize,  some  cable  companies 
have  resorted  to  running  the  same 
mo\'ie  over  and  over  on  one  channel 
for  an  entire  week.  Others,  like  the 
Westinghousc  system,  put  FM  ra- 
dio music  over  unused  channels. 
"We  have  12  channels,"  says  Sha- 
piro, "and  we  bring  in  six  or  seven 
commercial  stations  plus  one 
weather  station.  But  that  uses  only 
eight  channels,  so  we  give  away 
time  to  the  local  high  schools." 

That  kind  of  local  programming 
is  not  only  cheap,  it  has  another 


advantage:  "We  do  it  for  public 
relations  purposes,"  says  Monroe 
M.  Rifkin  of  American  Television  & 
Communications,  which  covers  lo- 
cal city  council  meetings  and  high 
school  basketball  games,  "so  that 
when  we  fight  our  battles  in  Wash- 
ington with  the  broadcasters,  we 
can  show  that  we're  doing  what 
they  are  not." 

ATC  is  now  testing  a  statewide 
network  in  Florida  that  could  even- 
tually become  a  regional  network. 
It  is  possible  by  law  to  connect  any 
number  of  cable  systems,  and  if 
enough  were  connected,  there 
would  be  enough  revenue  to  gen- 
erate more  sophisticated  program- 
ming. "But  then  the  question  is," 
says  Washington  lobbyist  Robert 
Stengel  of  the  National  Cable  Tele- 
vision Association,  "does  the  cable 
system  become  another  network 
like  NBC  or  CBS?" 

The  only  presently  viable  alter- 
native to  such  a  network  approach 
would  be  pay  television:  "The  bill 
for  programming  that  will  be  strong 
enough  to  attract  cable  subscribers 
in  large  urban  areas  is  going  to 
have  to  be  paid  by  the  viewer," 
says  Charles  F.  Dolan,  president  of 
Sterling  Communications,  which 
has  a  major  franchise  in  New  York 
City.  It's  not  hard  to  see  why  Dolan 


likes  pay  TV:  Sterling  has  attracted 
only  47,000  Manhattan  subscribers 
with  its  offering  of  old  movies  and 
professional  sports. 

The  most  important  man  on  a 
CATV  company's  staff  right  now 
may  be  the  chief  engineer.  But 
with  35%  of  the  cable  industry 
owned  by  broadcast  interests,  and 
with  companies  like  Time  Inc.,  Los 
Angeles'  Times  Mirror  Co.,  the 
Chicago  Tribune,  San  Francisco's 
Chronicle  Publishing  and  Gannett 
Co.  actively  building  franchises, 
the  emphasis  is  sure  to  change. 

Meanwhile,  there  is  a  market 
over  the  next  ten  years  for  $10  bil- 
lion worth  of  hardware.  That's 
enough  to  attract  some  of  the  heav- 
ies of  American  industry;  and  Gen- 
eral Electric,  Admiral,  General 
Telephone  &  Electronics  and  Moto- 
rola have  recently  moved  into 
CATV  equipment  manufacturing. 

The  programs  will  have  to  wait 
imtil  the  cable  is  in  the  ground: 
"Think  of  the  CATV  companies  as 
constructors  of  a  new  eight-lane 
highway  with  infinite  communica- 
tions capacity,"  says  Amos  B.  Hos- 
tetter  Jr.,  vice  president  of  Conti- 
nental Cablevision.  "But  we're  not 
necessarily  the  ones  who  will  de- 
sign the  vehicles  that  will  be  travel- 
ing on  that  highway." 
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Our  72  Gran  Snowrino  aluminum  shovel  is  a  good 

deal  cheaper  than  a  car  or  a  snowmobile. 

And  it'll  probably  be  a  lot  better  for  him.  (After  all, 

shoveling  snow  helps  build  growdng  bodies 

in  at  least  12  ways.  And  you  can  t  say  that  for 

double-clutching. ) 


Of  course,  he  won't  be  able  to  speed  around  town 

on  a  snow  shovel.  And  a  snow  shovel  would 

look  sort  of  silly  at  the  end  of  Lover's  Lane.  But  it 

will  get  him  to  the  end  of  the  driveway. 

And  shoveling  snow  is  a  dandy  way  to 

take  his  mind  off  not  having  wheels  like  the  rest 

of  the  guys. 


Now  we  have  to  admit  that  teen-agers  aren  t 

exactly  clamoring  for  our  snow  shovels, 

but  if  the  parents  of  America  would  just  get  behind  us, 

we'd  surely  get  a  lot  of  young  gadabouts  behind 

our  Gran  Snowrinos,  instead  of  out  joy  riding 

on  our  nation's  lanes  and  byways. 


We're  proud  of  what  our  snow  shovels  could 
mean  to  the  parents  and  kids  of  America.  But  why 
not  find  out  what  else  Alcan  is  up  to?  In  the 
United  States,  in  Canada,  and  in  more  than  100 
other  countries.  Write  for  our  booklet, 
"Introducing  Alcan'.' Address:  Alcan  M 

Aluminum  Corporation,  100  Erieview  ^^w 
Plaza,  Cleveland,  Ohio  44114.  ^lcan" 


Alcan.  The  ahunmuiii  coinpan)^ 


A  "First"  for  United 

Through  wars  and  recessions,  United  Aircraft  avoid- 
ed red  inl(,  but  fast  year  it  was  wading  in  it.  That's 
the  way  things  are  in  the  aircraft  field  these  days. 


Building  flying  machines  has  al- 
ways been  a  risky  business.  Those 
manufacturers  that  have  smvived 
since  Kitty  Hawk  may  now  be  bil- 
hon-dollar  corporations,  but  the  risks 
have  grown  just  as  sharply.  Each 
Boeing  747  goes  for  $24  million,  each 
McDonnell  Douglas  DC-10  for  $17 
million  without  spares;  each  Anglo- 
French  Concorde  may  go  at  $42  mil- 
lion. So  it's  still  true:  One  aircraft  that 
doesn't  sell,  one  engine  that  fails  to 
perform  properly,  and  the  builder  is 
in  trouble— often  big  trouble. 

United  Aircraft  Corp.  is  big  and  it 
is  solid.  It  has  sales  that  top  $2  bil- 
lion and  over  $1.5  billion  in  assets. 
But  United  is  wading  in  red  ink  be- 
cause one  of  its  products,  the  JT9D 
engine  it  designed  and  built  for  Boe- 
ing 747s,  isn't  performing  the  way  the 
customers  want.  As  a  result,  the  com- 
pany was  thrown  for  its  first  net  loss 
in  nearly  36  years— more  than  $43  mil- 
lion, amounting  to  $3.62  a  share,  as 
against  a  profit  of  $45  million,  $3.74 
a  share  for  1970.  United  operations 
were  well  in  the  black  for  the  full 
year,  but  not  by  nearly  enough  to 
absorb  the  write-off  of  $137  million 
on  the  JT9D. 

United  is  proud  of  36  years  without 
a  lemon  from  its  big  Pratt  &  Whitney 
Aircraft  division.  P&W,  which  first  be- 
gan cranking  out  aircraft  engines  from 
a  Hartford,  Conn,  plant  in  1925,  was 
often  able  to  carry  other  divisions, 
such  as  Norden  and  Sikorsky,  when 
they  lost  money.  It  did  this  vdth  the 
hefty  profits  from  commercial  and 
militaiy  engines— and  from  spare  parts 
(which,  at  35%  of  sales,  top  in  rev- 
enues even  such  well-known  United 
products  as  helicopter  gunships,  rock- 
et engines  and  marine  turbines). 

Explaining  last  year's  red  ink  in  a 
letter  to  shareholders  just  before  New 
Year's,  United  said  the  loss  would 
come  from  the  cost  of  modifying  and 
refitting,  through  1973,  nearly  all  900 
JT9D  engines  shipped  so  far.  "The 
problems  with  the  JT9D  were  bother- 
ing us  like  some  cancer,"  says  Chair- 
man William  P.  Gwinn.  "So  we  de- 
cided to  rip  out  all  the  costs  we 
could  foresee  to  insure  future  health." 

The  JT9D  was  twice  as  powerful 
as  any  commercial  engine  United  had 
developed  so  far,  and  it  spent  over 
$175  million  hunying  to  get  it  to  Boe- 
ing by  1969.  Tlie  belated  addition  of 
the  upstairs  lounge  on  the  747  de- 
manded more  engine  thrust  and  added 
greatly   to   United's   problems.   There 


were,  inevitably,  delivery  delays:  Pan 
American,  for  example,  still  has  some 
747s  without  engines.  And  there  were 
engine  problems  when  the  plane  was 
introduced,  such  as  the  "ovalization" 
of  the  engine  casing.  A  new  support 
was  later  installed  to  keep  the  casing 
from  bending  out  of  round.  These  de- 
lays cost  United  a  $21-minion  write- 
off in  1969. 

That  write-off,  as  it  happened,  was 
not  an  end,  but  only  a  beginning  of 
tlie  troubles.  The  engines  developed 
chronic  heat  problems.  Replacement 
tuibine  blades  in  great  numbers  were 
then  needed.  Engine  casings  devel- 
oped severe  cracks  after  usage.  "The 
problems  were  caught  by  careful 
ground  inspections,"  says  Arthur  E. 
Smith,  chairman  of  United's  executive 
committee,  emphasizing  that  there 
have  been  no  grave  in-flight  acci- 
dents. "But  they're  not  in  any  one 
part.  They're  in  a  number  of  places." 

These  later  problems  couldn't  have 
come  at  a  worse  time:  As  the  market 
for  commercial  aircraft  engines  was 
softening,  the  competition  was  get- 
ting stiffer.  General  Electric  won  the 
engine  contract  for  McDonnell  Doug- 
las' DC-10-10  and  DC-10-30  and  ex- 
pects to  sell  2,000;  GE  also  has  the 
engine  for  the  B-1  bomber.  Rolls- 
Royce  hopes  to  sell  900  engines  for 
Lockheed's  L-1011.  United  also  lost, 
to  North  American  Rockwell,  the  com- 
petition for  the  space  shuttle  engine. 

Late  last  fall  United  sought  to  end 
its  JT9D  troubles  by  offering  the  air- 
lines two  alternatives:  1)  modify  the 
original  model  or  2)  go  to  an  ad- 
vanced   (and    23%    more    expensive) 


Too  Big?  In  the  old  sailing- 
ship  days,  adding  one  more 
masi  fo  schooners  improved 
their  performance— up  to  a 
point.  But  seven  proved  one 
too  many  for  the  ill-fated 
Thomas  Lawson  (above).  To- 
day, is  Boeing's  747  simply  too 
big  for  engine-maker  United? 
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model  that  United  belie\  es  is  bug-free. 

The  final  returns  are  not  yet  in. 
Squeezed  on  costs,  nian\  carriers  see 
no  need  for  a  more  advanced  engine. 
But  United's  pitch  to  the  airlines  did 
not  deter  Boeing  from  entering  a  S94- 
niillion  claim  for  "deHnquencies"  on 
the  original  747  engine.  Gwinn  says 
onl\  part  of  the  Boeing  claim  is  in- 
cluded in  the  S125-mil]ion  write-off, 
and  he  adds  that  I'nited  may  file  its 
own  counterclaim.  Thus  the  end  of 
Vnited's  JT9D  troubles  is  not  yet  in 
sight.  "We're  still  negotiating,"  says 
Guiiin,  "'but  we  don't  expect  to  pay 
Boeing  any  S94  miUion." 

CiertainK,  United  was  not  alone  in 
its  troubles.  Modern  aircraft  engines 
are  way  out  on  the  thin  edge  of  tech- 
nology and  are  fraught  with  risk. 
Rolls-Royce  was  broken  by  the  "suc- 
cess" of  its  engine,  and  in  the  Fifties 
General  Electric  lost  out  to  United  in 
the  competition  to  power  the  B-52 
bomlier.  That  helped  United  to  big 
contracts  for  both  Boeing  and  Douglas 
jetliners. 

Reserve  Strength 

In  this  kind  of  a  situation— where 
>ou  gamble  if  you  compete  and  lose 
out  if  you  don't— United  is  fortunate 
to  Ix'  in  sound  financial  shape,  with 
current  assets  of  S979  million  and  an 
unfilled  order  backlog  of  some  SI. 5 
billion.  Still,  its  best  short-term  hope 
for  a  turnaround  would  seem  to  be  in 
its  military  contracts  to  build  advanced 
engines  for  the  Navy's  F-14  and  the 
Air  Force's  F-1.5  new  fighter  planes; 
and  even  here  there  are  signs  of  strain. 
The  Navy  has  decided  to  put  an  exist- 
ing United  engine  into  an  earlier  ver- 
sion of  the  F-14.  And  the  Air  Force, 
fearing  lest  it  be  stuck  with  the  bulk 
of  the  tooling  costs  on  the  new  engine, 
is  alread)  renegotiating  its  $557-mil- 
lion  development  contract  with  Pratt 
&  \\'hitne\ . 

United  hopes  for  a  lift  from  its  new 
Turbo  Power  &  Marine  Systems  sub- 
sidiar\,  recently  carved  out  of  Pratt 
&  U'hitney,  but  not  a  big  lift.  "When 
you  have  a  S2-billion  business  and  it's 
off,  \ou're  not  going  to  replace  that 
overnight  with  gas  turbines, "  says  Art 
Smith,  who  is  expected  to  become 
United's  chief  executive  soon. 

Chairman  Bill  Gwinn  is  going  to  re- 
tire this  year,  along  with  Vice  Chair- 
man Erie  Martin,  William  R.  Robbins, 
financial  vice  president,  and  Morgan 
.\l()one\,  vice  president  for  industrial 
relations.  When  Smith,  60,  and  a  for- 
mer Litton  executive,  Harry  Gray,  now 
United's  president,  replace  them,  they 
face  this  difficult  but  not  insuperable 
problem:  How  to  turn  around  a  still 
strong  company  whose  two  basic  mar- 
kets, defense  and  commercial  aircraft, 
are  both  in  deep  trouble.  ■ 
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Is  YOUR  husinss  in  oie 
If  these  cetenories? 


D  Food  and  kindred  products 

□  Textile  mill  products 

Q  Lumber  and  Wood  Products 
D  Furniture  and  fixtures 
D  Paper  and  allied  products 
n  Chemical  and  allied  products 

□  Printing,  publishing, 

allied  industries 

0  Petroleum  refining  and 
related  industries 

n  Primary  metal  industries 

n  Rubber  and  miscellaneous 
plastic  products 

D  Professional,  scientific, 
controlling  instruments 


Leather  and  leather  products 

Electrical  machinery, 
equipment  and  supplies 

Machinery,  except  electrical 

Stone,  clay,  glass  and 
concrete  products 

Fabricated  metal  products, 
except  ordnance,  machinery, 
transportation  equipment 

Transportation  equipment 

Apparel  and  other  finished 
products 

Miscellaneous  manufacturing 
industries 


I 
I 
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Tki  Mil  h  ii  pod  nnnni 
iiOil(liiil/AliniiiCiut|.Ci. 

Nineteen  of  the  twenty  standard  industrial 
classifications  are  represented  in  Oakland/Alameda 
County.  That's  a  lot  of  good  company  for  your  plant, 
warehouse  or  branch  office.  They're  all  here  for 
some  very  good  reasons.  Let  us  give  you  ten  good 
reasons  why  you  should  be.  Mail  this  coupon 
with  your  letterhead  today. 


Oakland/ Alameda  County  New  Industries  Committee 
1320  Webster  Street,  Suite  206 
Oakland,  California  94612 


Name. 


-Title. 


Company  Name. 

Address 

City 


.State . 


-Zip. 


Oakland/ Afameda  Co 


ALAMEDA   •  ALBANY  •   BERKELEY  •   EMERYVILLE   •   FREMONT  • 
HAYWARD   •    LIVERMORE  •  NEWARK  •  OAKLAND  •  PIEDMONT  • 
PLEASANTON  •  SAN  LEANDRO  •    UNION  CITY  •  RURAL  ALAMEDA  COUNTY 
Unincorporated  Areas:  Castro  Valley  •  Dublin  •  San  Lorenzo 
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Rich  Harvest 

Dekalb  created  a  seed,  and  from  it  has  sprung 
the   most  profitable   company  in  agriculture. 


If  Americans,  literally,  are  eating 
high  on  the  hog,  they  can  thank  De- 
kalb AgResearch,  Inc.  For  Dekalb  de- 
veloped the  most  successful  commer- 
cial hybrid  corn  seed,  and  hybrid 
com  has  made  pork  more  plentiful— 
and  relatively  less  expensive— in  the 
U.S.  than  anywhere  else  in  the  world. 

The  reason:  Until  Dekalb  put  its 
hybrid  corn  seed  on  the  market,  the 
average  yield  of  corn  per  acre  in  the 
U.S.  was  24  bushels.  Today  it's  87; 
and,  says  Dekalb  President  Thomas 
H.  Roberts  Jr.,  nearly  two-thirds  of 
the  increase  can  be  attributed  to  hy- 
brid corn  seed.  (The  other  one-third 
has  come  from  improved  fertilizers, 
pesticides  and  mechanized  handling 
techniques.)  Quite  aside  from  that, 
hybrid  corn  has  greater  resistance  to 
disease  than  other  types  of  corn. 

Hybrid  corn  has  made  it  possible 
for  Dekalb,  figuratively,  to  eat  high 
on  the  hog,  too.  Dekalb  today  is 
more  profitable  than  any  other  seed 
company  in  the  U.S.,  any  fertilizer 
company  or  farm-equipment  manu- 
facturer for  that  matter.  Last  year, 
with  approximately  27%  of  the  mar- 
ket, up  from  only  12%  a  decade  be- 
fore, Dekalb  earned  $10.4  million  af- 
ter taxes  on  sales  of  $124  million.  It 
had  a  return  of  16%  on  its  $75  mil- 
lion in  stockholders'  equity. 

Chance  Meeting 

It  all  happened  because  of  a  man 
who  is  almost  forgotten,  even  though 
his  son  was  the  most  controversial 
Vice  President  of  this  century. 

The  man,  Henry  C.  Wallace,  Sec- 
retary of  Agriculture  in  the  Harding 
and  Coolidge  Administrations,  was  in 
Illinois  in  1924  to  deliver  a  speech 
at  a  Farm  Bureau  Federation  meet- 
ing. There  he  met  Tom  Roberts'  fa- 
ther. Thomas  H.  Roberts  Sr.  was  run- 
ning a  small  company,  originally  a 
farmers'  cooperative,  that  produced 
seed,  had  a  dairy  business  and  a  flour 
mill  and  delivered  gas  and  oil.  He  and 
his  seed  specialist,  a  man  named  C.L. 
Gunn,  showed  Wallace  some  prize- 
winning  ears  of  pollenated  corn. 

Wallace  was  impressed,  but,  he 
said,  if  Roberts  and  Gunn  could  mate 
their  seed  with  some  seed  that  had 
been  sent  to  Wallace,  they'd  really 
have  something.  At  Wallace's  urging, 
Roberts  and  Gunn  plunged  into  the 
arduous  task  of  cross-breeding  two 
unrelated  hybrid  lines. 

Arduous?  It  took  11  years  for 
Roberts  and  Gunn  to  develop  a  geneti- 
cally pure  hybrid  com  seed.  One  of 
Roberts'  partners,  despairing  that  he 


A  Scarecrow  if  isn't,  but  many 
a  farmer  displays  the  winged 
Dekalb  sign  prominently  in 
his  corn  field.  The  reason?  Be- 
cause he  can  make  a  little 
extra  money  by  selling  De- 
kalb seed  to  his  neighbors. 


would  ever  develop  it,  asked  Roberts 
to  buy  him  out,  which  Roberts  did 
with  borrowed  money. 

Says  Roberts  Jr.:  "My  father 
hitched  his  wagon  to  hybrid  farming, 
and  when  it  was  ready  to  go,  he  was 
ready  to  go.  The  instant  he  introduced 
hybrid  com  it  was  profitable.  The  rest 
is  history." 

Dekalb  was  early  with  hybrid  corn, 
but  Dekalb's  success  is  not  based  en- 
tirely on  that  fact.  Dekalb  also  was 
first  with  a  marketing  concept  that 
now  has  become  standard  in  the  seed 
business,  but  which  then  was  un- 
dreamed of. 

"Basic  to  the  profitability  of  our 
company  was  the  development  of  our 
farmer-dealer  organization,  now  7,300 
strong,  which  my  father  developed 
right  from  the  start  in  1936,"  says 
Roberts  Jr.  "Until  then,  grain  stores 
and  elevators  stocked  seed  and  waited 
for  the  fanners  to  come  and  get  it. 
Many  of  these  stores  had  additional 
suppliers  who  were  in  the  alfalfa  seed 
business.  We  reasoned  that  these  sup- 
pliers would  eventually  come  out  with 


competitive  hybrids,  and,  because 
they  could  offer  a  full  line,  these 
stores  would  stock  their  seed.  They 
would  want  to  make  ours  available 
along  with  theirs  on  a  cigarette-ma- 
chine basis.  In  other  words,  just  an- 
other commodity. 

,  "But  my  father,  who  had  been  a 
County  farm  adviser,  had  a  shrewd 
idea  up  his  sleeve.  He  went  to  the 
county  agent  and  asked,  'Who  are  the 
best  fanners  in  this  county?'  Then  he 
went  out  and  sold  them  a  bushel  of 
Dekalb  hybrid  corn  seed.  In  the  fall, 
he  went  back  to  ask  the  farmers  how 
they  liked  his  seed.  The  farmers  were 
generally  enthusiastic.  My  father  asked 
them  how  they  would  feel  about  sell- 
ing the  seed  to  theii*  neighbors,  mak- 
ing a  15%  profit  for  themselves.  This 
was  during  the  Depression. 

"There's  no  more  effective  salesman 
for  a  product  than  a  successful  farm- 
er," Roberts  adds. 

Dekalb's  marketing  strategy  was  so 
successful  that  for  several  years  the 
demand  for  its  hybrid  corn  seed  far 
outstripped  the  supply.  And  this  gave 
Roberts  Sr.  another  idea.  He  started 
taking  orders  in  August  for  spring 
planting,  taking  $1  a  bushel  as  a  de- 
posit. He  used  the  deposit  money  to 
finance  expansion. 

Research  made  Dekalb,  and  De- 
kalb still  is  dedicated  to  research.  The 
company  spends  between  4.5%  and  5% 
of  sales  on  R&D.  It  has  created  a  new 
sorghum  seed,  a  hybrid  layer  chicken, 
sorghum/sudan  grass  crosses.  In  1961 
it  began  research  into  hybrid  wheat. 
It  has  already  spent  over  $4  million 
on  wheat  research  and  is  now  spend- 
ing about  $900,000  a  year. 

It  still  hasn't  produced  a  hybrid 
wheat  seed  that  Roberts  considers 
commercially  practical,  "^e  won't 
bring  out  our  hybrid  wheat  until  it's 
about  20%  better  than  traditional 
wheat,"  he  says.  "Our  rule  of  thumb 
is  that  we've  got  to  be  able  to  ofl^er 
farmers  a  $4  return  on  every  incre- 
mental dollar  they  spend.  We're  not 
there  yet,  but  we're  getting  close." 

He  warns  investors  that  even  after 
hybrid  wheat  seed  goes  on  the  mar- 
ket, it  will  take  some  time  for  it  to 
catch  on.  One  reason:  The  U.S.  and 
Canada  today  are  bursting  with 
wheat.  But,  says  Roberts,  the  way 
the  world  population  is  growing,  in  15 
years  there  may  be  a  shortage. 

That's  how  Dekalb  always  thinks— 
in  the  long  teim.  The  company  be- 
lieves in  planting  deep,  long-develop- 
ing seeds  that  will  sprout  for  many 
years  to  come.  ■ 
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Before  you  choose 

an  insurance  broker, 

talk  to  one  of  the  top  four. 


Ooo^o 


193  shipping  lines  that 
chose  Frank  B.  Hall  &  Co. 


ft 


**■'**? 


Frank  B.  Hall  is  considered  the  leading  broker 
in  the  marine  insurance  field.  It's  a  reputafion  we 
started  building  over  100  years  ago  by  giving  our 
clients  a  combination  of  personal  service  and  profes- 
sional expertise  that  no  one  else  could  match. 

For  example,  one  of  the  first  things  our  marine 
insurance  brokers  do  is  review  the  entire  insurance 
program. 

We  show  ourshipping  clients  how  to  buy  only 
the  insurance  they  really  need,  creating  a  package 
specially  designed  to  their  specific  needs  at  the  lowest 
cost  possible.  But  only  from  those  carriers  we  know 
will  give  them  the  best  possible  security  and  service. 


And  to  make  sure  our  clients  always  get 
prompt  answers  to  any  problems  that  might  arise  we 
assign  a  single  account  executive  to  coordinate  their 
whole  plan. 

Now  you  know  some  of  the  reasons  193 
shipping  lines  chose  Frank  B.  Hall  &  Company  to 
serve  all  their  insurance  needs.  They're  typical  of  the 
kind  of  services  we  offer  our  clients  no  matter  what 
business  they're  in. 

If  you  had  to  choose  an  insurance  broker 
right  now,  which  one  would  you  call  first? 

Frank  B.  Hall  &Cq,  Inc. 


Frank  B.  Hall  keeps  you  in  good  company. 

Average  Adjusters.  Employee  Benefits  Consultants. 

Offices  in  Adelaide,  Anchorage,  Atlanta,  Boston,  Brisbane,  Caracas,  Cedar  Rapids,  Chicago,  Coral  Gables,  Detroit,  Hong  Kong, 

Honolulu,  Jacksonville,  Los  Angeles,  London,  Melbourne,  Mexico  City,  New  Orleans,  New  York,  Oakland,  Orlando,  Oslo,  Perth, 

Philadelphia,  Pittsburgh,  Portland,  Ore.,  Providence,  Salinas,  San  Francisco,  Seattle,  Sydney,  Tel  Aviv,  Washington,  D.C. 


We  were  able  to  buy  a  company 

three  times  our  size 

because  David  E.Gile,Sr.  V.P,was  involved. 


My  associates  and  I  wanted  to  buy  a  connpany 
three  tinnes  our  size,  but  our  banks  didn't  think  it  was  a 
good  idea.  So  with  the  deadline  for  the  commitnnent 
to  purchase  just  three  weeks  away,  we  still  didn't  have 
the  loan  arranged. 

So  I  called  Marine  Midland  and  I  spoke  to 
David  Gile,  SeniorVice  President  in  charge  of  the  U.S. 
Division.  In  roughly  two  weeks  he  was  able  to  put 
together  a  bankable  deal,  bring  in  other  banks,  as  well 
as  complete  the  docunnentation  and  disburse  the 
loan.  Our  bank  had  said  it  couldn't  be  done. 

But,  you  see,  when  a  businessman  and  a  top 
banker  are  able  to  talk  directly  with  one  another,  personal 
involvement  is  established  and  transactions  can  be 
made  smoothly.  And,  we  were  able  to  move  quickly  to 
meet  the  deadline. 

Still,  this  was  just  a  beginning  in  our  relationship 
with  Marine  Midland.  All  during  the  transaction 
Marine  Midland  gave  us  advice  and  encouragement. 
And  since  then  Marine  Midland  has  helped  us 
expand  from  a  small  company  to  one  with  a  net  worth 
of  80-million  dollars. 

Some  people  may  think  we're  crazy.  But  with 
Marine  Midland  behind  us,  we're  the  kind  of  crazy  that 
business  is  all  about. 


It's  not  what  you  ask.  It's  who  you  ask. 
Marine  Midland  Banks. 

OVER  275  OFFICES  THROUGHOUT  NEW  YORK  AND  OVERSEAS. 


Sentiment  by  the  Ton 

Beneath  the  frills  and  laces  lies  a  cutthroat  competi- 
tive industry  that  may  have  gone  as  far  as  it  can  go. 


"What  is  so  precious  as  love?"  Well, 
if  you're  Don  Hall,  president  of  Hall- 
mark Cards,  perhaps  it's  the  rapid 
growth  of  the  greeting  card  industry— 
or  the  "social  communications  indus- 
try," as  Hall  labels  it.  Since  1956  the 
greeting  card  industry  has  flowered 
from  the  $485-million  level  up  to  $1.4 
billion  today.  Privately  owned  Hall- 
mark Cards  has  more  than  doubled  its 
sales  from  $150  million  to  over  $300 
million  in  the  past  ten  years  alone; 
second-ranking  American  Greetings 
Corp.,  a  pubhc  company,  has  almost 
tripled  sales  and  earnings  over  the 
same  period  to  $10  million  on  $143 
million  sales.  Not  only  have  unit  sales 
soared,  but  dollar  sales  as  well:  Today 
some  greeting  cards  go  for  as  much 
as  $1.  The  current  average  retail  price 
is  50  cents;  a  decade  ago  it  was 
25  cents. 

Before  you  rush  out  to  buy  a  "con- 
gratulations" card,  however,  consid- 
er the  industry's  uncertain  future: 
For  one  thing,  the  growth  in  card 
sales  has  slowed  markedly.  A  decade 
ago.  Hallmark's  sales  came  almost  en- 
tirely from  greeting  cards.  Today,  al- 
though sales  have  doubled,  half  of 
the  volume  is  in  nongreeting  card 
items.  And  although  companies  are 
competing  frantically  to  attract  to- 
day's convention-spurning  youth,  most 
cardbuyers  are  those  already  long 
hooked  on  the  habit  (80%  are  mid- 
dle-aged women).  The  card  compa- 
nies haven't  had  a  new  day  to  com- 
mercialize since  Father's  Day,  inau- 
gurated 60  years  ago,  was  exploited 
into  a  major  greeting  card  occasion. 
And  there  has  been  a  drop  in  Christ- 
mas card  sales  (see  box,  p.  48), 
which  account  for  half  of  the  indus- 
try's annual  volume. 

"The  mother,  father,  sister,  birth- 
day, anniversary,  get-well  sort  of  thing 
is  not  going  to  be  able  to  grow  much 
more— certainly  no  more  than  the  nor- 
mal population,"  says  William  T. 
Wolfe,  marketing  vice  president  of 
American  Greetings,  which  is  21%  into 
nongreeting  card  items.  So  it  follows 
as  the  night  the  day  that  competition 
for  market  share  in  the  industry  is  in- 
creased apace,  largely  at  the  expense 
of  the  smaller  companies.  "There's  not 
a  lot  of  potential  for  a  .small  compa- 
ny," says  a  spokesman  for  Rust  Craft, 
which  is  supplementing  its  card  sales 
()(  $32  million  by  diversifying  into 
broadcasting  and  cai)Ie  television,  "be- 
cause the  major  factor  is  the  need 
for  service  of  the  retail  outlets."  This 
service  is   increasingly  expensive  and 


must  be  spread  over  a  huge  volume 
for  it  to  pay. 

In  the  high-volume  card  game, 
competition  increasingly  boils  down 
to  Hallmark,  with  a  computerized  dis- 
tribution system  servicing  25,000 
prime  outlets,  and  American  Greet- 
ings, as  a  we-try-harder  second  with 
1,700  sales  and  service  personnel  cov- 
ering a  larger,  but  less  productive, 
65,000-outlet  system.  In  the  past  ten 
years  American  Greetings  has  in- 
creased its  market  share  from  15%  to 
20%  by  every  device  it  could  think  of— 
offering  dealers  free  card  racks  (Hall- 
mark charges  for  its  racks),  taking 
back  seasonal  and  soiled  cards  and 
shipping  its  cards  to  retailers  postage 
prepaid. 

What  does  Hallmark  do  to  keep  its 
30%  of  the  market?  It  constantly  pro- 
motes itself  as  the  greeting  card  com- 
pany, but  does  anybody  really  care 
whether  a  card  was  made  by  one 
company  or  another?  No.  So  Hall- 
mark's national  advertising  is  merely 


More"DaYs"  would  mean  more 
dollars  to  Hallmark's  Don  Hall. 
Bui  prospects  look  so  unlikely 
that  he   is  diversifying  instead. 


Phase  One  of  a  massive  merchandis- 
ing and  distribution  system  that  serves 
to  keep  American  Greetings  at  ba\^ 
and  Rust  Craft,  Gibson  and  Norcross 
a  poor  third,  fourth  and  fifth  in  the 
industry.  Says  a  former  card  retailer 
about  Hallmark's  technique:  "They  of- 
fer to  run  your  counter  control  for 
you;  then  gradualK'  they  begin  to 
push  more  of  their  cards  in." 

The  increased  competition  has  giv- 
en  rise   to   an   accelerating   curve   of 


elaborate  new  card  introductions  ev- 
ery year.  That  inevitably  means  higher 
costs  and  fancier  promotions:  "We 
keep  our  new  line  veiled  at  the  na- 
tional stationery  show  c\ery  year  until 
a  champagne  breakfast  the  last  day," 
says  American  Greetings'  Wolfe. 

It  was  American  Greetings  in  1970 
that  showed  the  inclustr\  it  could  turn 
its  back  on  old  Aunt  Martha  and  aim 
its  sights  at  the  in.stant-gratification 
American  vouth  market.  Reliable  Aunt 


44 


FORBES,    MARCH    1,    1972 


Martha  may  have  spent  an  average  of 
10  cents  in  card  shops,  but  her  nieces 
and  nephews  don't  bat  an  eye  at 
spending  as  much  as  75  cents  for  a 
mistily  photographed  couple  in  Levis 
walking  along  the  shore  with  sea  gulls 
ciicling  overhead  and  a  drippy,  ro- 
mantic message  inside. 

"We  realK  cracked  the  \outh  mar- 
ket with  that  one,"  says  Wolfe.  "The 
young  people  aren't  as  religious  in 
theii"  card  bu\ing,  but  these  are  up- 
graded sales. "  But  the  \outh  market 
is  also  fickle,  which  means  more  new 
cards  even,  year.  And  competition  is 
keen:  The  next  year  Hallmark  and  all 
the  rest  came  out  with  the  same  thing. 
The  latest  trend  is  one  that  Hallmark 
and  American  Greetings  are  hesitant 
to  follow,  but  pornographic  greeting 
cards  have  made  enough  of  an  im- 
pact to  attract  Playboy  Enterprises  in- 
to the  business  with  a  line  of  nudies 
last  year.  Hallmark's  answer:  "Things 
are  so  dull  around  here  without  you 
that  I  tried  to  join  the  Women's  Lib- 
eration Front  .  .  .  But  my  front  wasn't 
worth  liberating." 

Now  Hallmark  is  thinking  of  trying 
to  exploit  new  days  to  prop  up  profits: 
"There  are  seasons  like  the  Fourth  of 
July  that   have   greeting  card  poten- 


tial," says  Hall  hopefully.  Then  there's 
always  the  overseas  market— most  no- 
tably in  Japan  and  the  English-speak- 
ing countries. 

Increasingly,  however,  both  Hall- 
mark and  American  Greetings  are 
showing  their  faith  in  the  greeting 
card  business  by  expanding  outside  it. 
"We  see  the  business  going  toward 
more  of  a  leisure-time  business,"  says 
Wolfe,  whose  line  of  nongreeting  card 
items  is  like  Hallmark's  with  books, 
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Now  you  can  own  a 

ROLLS  ROYCE 

with  huilt-in  radio 

This  handsome  replica  of  the  famous  Rolls  Royce  Phantom  II  will  soon  be 
a  collector's  item.  Every  detail  reproduced  perfectly,  with  real  rubber  tires 

and  wire  spoke  wheels.  All  metal  body  9W  x  3V*".  Built-in  solid  state 
radio  operates  on  its  own  battery  (included).  Full  refund      <|i'^/\Qt? 

if  not  perfectly  delighted.  Please  add  $1.00  for  postage  and    ^  I// 

insurance,  (ill.  residents  add  5%  Sales  Tax). 
ELECTRONICS  INTERNATIONAL,  210  S.  Desplaines  St.,  Chicago,  III.  60606 
How  many?  I  enclose  $ RR-8 
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ADDRESS- 

_STATE 
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Ifyou  have  $20,000 
in  the  stock  market, 

let  me  manage 
half  of  it  for  one  year. 


¥ 


I  am  a  personal  invest- 
ment counsellor.  I  manage  other  people's 
investment  dollars.  I'd  like  to  manage  half 
of  your  portfolio  for  one  year,  then  let  you 
decide  who  ought  to  do  the  whole  job. 

Operating  in  the  market  is  a  full  time  job. 
The  market  moves  on  facts  and  emotion. 
With  and  against  economic  realities.  Indi- 
vidual stocks  in  the  market  make  their 
own  moves. 

My  organization  devotes  full  time  to 
watching  and  charting  individual  compa- 
nies. We  have  developed  what  we  call  the 
"Mills  Growth  Phase  Curve"  that  gives 
us  an  indication  of  which  stocks  may  pos- 
sibly do  better  than  average,  and  which 
ones  won't. 

If  you  would  like  to  know  more  about 
how  we  manage  millions  of  dollars  in 
investments,  write  for  our  free  48-page 
booklet,  "Personal  Investment  Counsel". 
Read  it.  Then  decide  if  you'll  accept  my 
challenge. 

Mansfield  Mills  Inc. 

Very  Personal  Investment  Counsel, 

7918  Ivanhoe  Avenue. 

(P.O.Box351)Dept  F-31 

La  Jolla,  California  92037. 
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NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Street,   President 
CFiattanooga,  Tennessee  37402 

OIL  AND  GAS  DIVISION 

Minerals  ownership, 
exploration   and  development. 

WHELAND  FOUNDRY  DIVISION 

One  of  the  nation's  largest  and  most 
modern  production  facilities. 

LISTED  AMERICAN  AND  PACIFIC  COAST 
STOCK  EXCHANGES  (SYMBOL:  NAR) 
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Westinghouse  growth  report: 
Nuclear  power  grows  &  grows 


The  nuclear  power  business  has 
come  a  long  way  in  the  last  two 
years.  1969  had  some  people  won- 
dering if  the  patient  was  going  to 
recover— only  around  7,000  MW  of 
orders  were  announced  by  the  do- 
mestic market.  This  rose  to  around 
16,000  MW  in  1970,  and  rose  again 
to  around  25,000  MW  in  1971. 

Nuclear  power  now  lowest  cost 

There  is  an  overriding  reason  why 
the  nuclear  power  market  should  re- 
main strong  for  the  foreseeable 
future:  counting  all  capital  and  oper- 
ating costs,  nuclear  plants  can  now 
generate  electricity  at  lower  cost 
than  fossil-fuel  plants  almost  any- 
where in  the  world.  (This  advantage 
should  grow.  It  appears  that  fossil- 
fuel  costs  will  continue  their  strong 
rise  over  future  years,  while  the  nu- 
clear fuel  price  level  will  stay  below 
U.S.  inflation  rates.) 

We  expect  that  over  half  the  U.S. 
generation  additions  between  now 
and  1990  will  be  nuclear. 

Westinghouse  leads  with  44% 
of  announced  orders  worldwide 

43  orders  for  nuclear  plants  were  an- 
nounced in  1971.  Westinghouse  got 
19  of  these— 13  out  of  26  U.S.  orders, 
6  for  other  countries— the  biggest 
sales  year  any  nuclear  manufacturer 
has  ever  had. 

These  plants  ran  larger  than  those 
ordered  in  previous  years.  All  but 
two  of  our  1971  orders  were  900  MW 
or  larger. 


European  market  grows  up 

Included  in  the  Westinghouse  share 
were  our  largest  orders  for  any  for- 
eign country:  $300  million  for  four 
nuclear  plants  in  Spain.  The  Euro- 
pean market  has  been  developing 
very  rapidly  because  of  high  fossil- 
fuel  costs,  and  will  probably  grow 
even  faster  than  the  U.S.  market  dur- 
ing this  decade. 

In  Europe,  we  are  using  a  "part- 
nership" manufacturing  approach— a 
large  portion  of  the  work  is  done  in 
the  country  where  the  nuclear  plant 
will  operate.  This  lets  us  apply  West- 
inghouse technology  to  best  advan- 
tage, and  meets  the  objectives  of 
most  European  governments. 

Fastest  growth— nuclear  fuel 

Looking  ahead,  the  nuclear  fuel  mar- 
ket will  grow  geometrically  as  the 
number  of  operating  plants  in- 
creases. (There  are  about  8,000  MW 
of  commercial  nuclear  power  now 
operating  in  the  U.S.;  in  1980,  there 
will  be  over  140,000  MW.) 

Experience  puts  Westinghouse  in 
a  good  position  here— our  nuclear 
fuel  has  produced  more  commercial 
electric  power  than  the  fuel  of  all 
other  U.S.  manufacturers  combined. 

Environment  favors  nuclear  power 

One  more  stimulant  to  nuclear 
growth:  nuclear  power  is  better  for 
the  environment  than  any  other 
major  source  of  power  now  available 
for  these  reasons: 

1 .  No  smoke  or  stack  gases. 

2.  Insignificant  radioactivity:  the  ex- 
tra radioactivity  you'd  get  living 
right  next  to  a  nuclear  power  plant 
is  only  a  very  small  fraction  of  the 
natural  radioactivity  you'd  get  liv- 
ing in  an  untouched  wilderness. 

3.  With  cooling  towers,  ponds  and 
canals  of  many  kinds,  the  problem 
of  "thermal  pollution"  is  being 
controlled. 
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People  have  asked  me  why  West- 
inghouse has  been  doing  so  well  on 
nuclear  power  orders.  I  think  it  is 
because  the  electric  utilities  have 
confidence  in  our  technological 
strength.  In  the  nuclear  power  busi- 
ness, after  all,  technology  is  su- 
premely important.  Not  only  does 
Westinghouse  have  great  depth  of 
engineering  talent  with  extensive 
nuclear  experience;  we  also  have 
top  management  people  who  are  top 
technical  people.  Group  and  division 
heads  alike,  they  are  qualified  not 
only  as  managers,  but  as  engineers 
and  scientists  who  have  made  im- 
portant contributions  to  nuclear 
technology  over  many  years. 

Now,  our  long  period  of  startup 
investment  in  nuclear  power  is  over. 
We  have  $600  million  worth  of  new 
manufacturing  plants  online,  and 
the  orders  to  keep  them  busy  for  a 
long  time.  This  business  is  profitable, 
and  will  continue  to  grow  profitably 
through  the  '70s. 

J.  W.  Simpson 

President 

Westinghouse  Power  Systems 


&  grows 


Preliminary  layout  of  proposed  Westinghouse  facility  to  build  floating  nuclear  power  plants  at  the  rate  of  four  a  year. 

New  idea:  Production  line  for  nuclear  power  plants 


Withi  acceptable  land  for  nuclear 
power  plants  scarce  and  becoming 
scarcer,  a  large  number  of  electric 
utilities  are  studying  possible  sites 
for  a  new  kind  of  Westinghouse 
power  plant:  one  that  would  float  in 
the  ocean,  several  miles  out.  The 
utilities  have  both  environmental  and 
economic  reasons  for  being  serious 
about  the  idea. 

New  site:  miles  offshore 

For  protecting  the  environment,  an 
offshore  site  promises  to  be  better 
than  any  other.  Offshore  plants  offer 
the  best  answer  yet  to  minimizing 
the  effects  of  heating  up  the  water. 
Also,  the  remoteness  of  the  plant  is 
reassuring  to  people  who  might  be 
concerned  about  even  extremely  low 


levels  of  radiation.  We  expect  that 
offshore  plants  will  meet  less  opposi- 
tion than  nuclear  power  plants  on 
land. 

Two-year  shortcut 

Compared  to  field  construction,  off- 
shore power  plants  would  take  about 
two  years  less  to  build,  and  the  risk 
of  delayed  delivery  should  be  much 
lower.  Large  components  (up  to  600 
tons)  would  be  assembled  indoors 
in  waterside  buildings,  then  craned 
into  the  hull  for  final  installation.  The 
exception  is  the  400-foot-square  hull 
—built  in  drydock,  then  floated  to  the 
next  station  along  the  production 
line. 

Better  productivity 

With  offshore  plants,  the  nuclear 
construction  industry  has  its  first 
chance  to  get  the  advantages  of  re- 


petitive construction  and  the  learn- 
ing curve.  Until  now,  it  has  been  a 
case  of  building  each  plant  with  a 
crew  recruited  for  the  occasion.  Pro- 
ducing nuclear  plants  to  standard- 
ized designs,  on  a  production  line, 
we  can  expect  the  usual  "experience 
effects"— a  steady  increase  in  pro- 
duction efficiency  while  maintaining 
the  quality  of  the  product. 

As  a  first  step,  Westinghouse  has 
entered  a  joint  agreement  with  Ten- 
neco,  whose  subsidiary,  Newport 
News,  has  joined  us  to  develop  the 
plans  and  proposed  operation  of  the 
nuclear  production  line. 

You  can  be  sure...if  it's  Westinghouse 
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This  announcement  is  neither  an  offer  to  sell  nor  the  solicitation  of  an  otier  to  buy  any  o(  these  securities 
The  offering  is  made  only  by  the  Prospectus. 


February  11.  1972 


500.000  Shares 


fe  Pandel'Bradford,  Inc. 


Common  Stock 

($.10  Par  Value) 

Price  $24  Per  Share 


Copies  of  ttie  Prospectus  may  be  obtained  in  any  State  only  from  such  of 
the  several  underwriters  as  may  lawfully  offer  (he  securities  in  such  State. 


Drtxtl  Firestone 


HornblowerS  Weehs-Hemphill.  Noifes 


New  Korft  Hanseatic  Corporation 

duPottt  Glore  f organ 
Stone  £  Webster  Securities  Corporation 


Bear.  Stearns  6  Co.         A.  G.  Becker  £  Co.         Burnham  £  Company  Inc. 

Dominich  £  Dominich. 

\ntotpotatm4 

ladenburg.  Thalmann  £  Co. 

I.  f.  Rothschild  £  Co. 

Swiss  American  Corporation 

Walston  £  Co.,  Inc. 


Allen  £  Company 

lnt»fp»tat*d  interporoiva 

CBM-Hayden.  Stone  Inc.  Clarh.  Dodge  £  Co. 

Incorperofad 

tquitable  Securities.  Morton  £  Co.  W.  f.  Hutton  £  Co. 

F.  S.  Mosr/ey  £  Co.  R.  IV.  Pressprich  £  Co. 

Inccrporafad 

$hirf(/s  £  Company  f.  S.  Smithers  £  Co..  Inc. 

ln«orp«f«t«d 

C.  G.  Trinhaus  £  Burftbordt  G.  H.  Walher  £  Co 

Incofpsfofad 


TAii  advertisement  is  not  an  offering.  No  offering  is  made  except  by  a  Prospectus  filed  with  the  Department  oj  Law  of 

the  Stale  of  New  York.  The  Attorney  General  oj  the  State  of  New  York  has  not  passed  on  or  endorsed  the  merits 

of  this  offering.  Any  representation  to  the  contrary  is  unlawful. 


February  9,  1972 


750,000  Shares 

LENNAR  CORPORATION 

Common  Stock 
Price  $37  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  Stale  in  ivhich  this  announcement  is  circulated 
only  from  such  of  tlte  several  undcnvriters  as  may  lawfully  offer  these  securities  in  such  Stale. 


Shearson,  hammill  &  Co. 


Blyth  £  Co.,  Inc. 


DREXEL  Firestone 

Incorpotoled 

Eastman  Dillon,  union  securities  s  Co. 

Incorpofoled 

HORNBLOWER  g  WEEKS-HEMPHILL,  noyes 


duPONT  GLORE  FORGAN 

Intoipo.olcd 

GOLDMAN,  Sachs  &  Co. 
loeb,  Rhoades  6  Co. 

STONE  %  WEBSTER  SECURITIES  CORPORATION 
E.  F.  HUTTON  &  COMPANY  INC. 
REYNOLDS  SECURITIES  INC. 

BURNHAM  &  Company  inc. 

DOMINICK&DOMINICK, 

Ineoipotatvd  Incorpoiolod 

EQUITABLE  SECURITIES,  MORTON  6  CO.  HALLGARTEN  &  CO.  W.  E.  HUTTON  &  CO. 

Irxo'pofOUd 

LADENBURG,  Thalmann  &  CO.  F.S.MoseleySCo.  Shields  &  Company 

ln(orporol*d 

G.H.  WALKER  £  CO.  WALSTON  &  CO.,  INC. 

ln(»tpOf«)«<l 


PAINE,  Webber,  Jackson  6  Curtis 

Incofpotolad 

BACHE  S  Co. 

Intorporatad 

PARiBAS  Corporation 

BEAR,  STEARNS  &  Co.  A.  G.  BECKER  S  CO. 

Incorporolad 

cbwl-Hayden,  STONE  Inc.  Clark,  dodge  6  Co 


candles,  ceramics,  posters  and  adult 
games  which  the  companies  are  push- 
ing onto  dealers'  shelves  through  the 
same  distribution  channels. 

Greeting  cards  are  still  a  highly 
profitable  business  for  the  big  boys. 
American  Greetings  has  pretax  profit 
margins  of  15%,  and  provides  the  re-  ' 
tailers  a  fat  50%  markup— which  means 
in  retail  lingo  that  he  sells  an  item  for 
twice- what  it  costs.  Hallmark's  prof- 
its are  not  revealed  because  the  com- 
pany is  privately  held;  they  are  ob- 
viously huge.  American  Greetings  is 
almost  certainly  less  profitable  than 
Hallmark  because  it  must  run  a  sales 
network  almost  twice  as  large  on  only 
half  the  sales  volume.  Even  so,  Amer- 
ican Greetings  last  year  earned  a  very 
attractive  13%  plus  on  its  stockhold- 
ers' equity. 

So  entranced  is  Wall  Street  with 
American  Greetings'  prospects  that  its 
stock  recently  sold  at  more  than  40 
times  current  earnings— for  a  total  mar- 
ket value  of  $530  million.  Can  the 
boom  last?  Well,  Americans  still  are 
sentimental  people,  but  there  are  plen- 
ty of  signs  that  the  craze  for  cards  is 
well  past  its  peak.  ■ 


-Jungle  Bells- 


"There  are  plenty  of  card  makers 
who  have  to  do  well  at  Christmas 
or  it's  all  over,"  says  Harry  J.  Coo- 
per, head  of  the  National  Associa- 
tion of  Greeting  Card  Publishers. 
Cooper  means  the  300  or  so  small 
manufacturers  who  haven't  a  pray- 
er of  keeping  up  with  the  so-called 
Big  Five  in  distribution  and  mer- 
chandising of  full  lines  of  5,000 
cards.  At  Christmastime  the  stores 
enlarge  their  card  departments  by 
as  much  as  .50%. 

In  the  frantic  last  few  weeks 
before  Christmas,  the  card  industry 
becomes  a  savage  battleground  for 
the  extra  retail  space.  Who  wins? 
Usually  the  guy  who  cuts  his  prices 
the  most.  Which  explains  why  the 
large  companies  are  less  interested 
in  Christmas.  If  they  can  get  75 
cents  for  one  "nonoccasion"  card, 
why  bother  with  a  box  of  12  for  $2? 

Then,  too,  Americans  are  grow- 
ing increasingly  disenchanted  with 
the  commercial  convention  of  the 
Cliristmas  card.  Volume  has  ebbed 
in  recent  years,  while  more  people 
who  do  still  adhere  to  the  habit 
tend  to  send  noncommercial  cards. 
Last  year  UNICEF  sold  over  30 
million  Christmas  cards.  This  all 
makes  competition  in  the  commer- 
cial sector  even  more  intense.  If 
Americans  are  taking  the  card  out 
of  Christmas,  will  other  occasions 
be  far  behind? 
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The  Money  Men 


Mr.  Middle  America? 


Fred  E.  Bbown  isn't  Wall  Street's 
best  money  manager.  Nor  is  he 
its  worst.  He  is  certainly  one  of 
the  biggest.  And  thereon,  perhaps, 
hangs  a  moral. 

Brown  is  managing  partner  of 
J&W  Sehgman,  an  old  but  little- 
known  Big  Board  member  fiim  and 
investment  adviser.  More  to  the 
point.  Brown  is  president  of  four 
open-end  mutual  funds  and  the 
world's  biggest  closed-end  fund.  In 
wearing  all  these  hats.  Brown  su- 
pervises somewhere  in  the  neigh- 
borhood of  S3  billion,  which  ranks 
him  in  size  with  all  but  a  handful 
of  money  managers.  The  Seligman 
group  is  not  as  big  as  Investors  Di- 
versified Services  or  Scudder,  Stev- 
ens &  Clark.  But  in  its  quiet  way 
it  is  in  the  size  range  of  such  well- 
known  money  management  giants 
as  Dreyfus,  T.  Rowe  Price,  Welling- 
ton Management  and  Stein  Roe  & 
Famham. 

None  of  Fred  Brown's  funds  have 
set  Wall  Street  on  fiie.  In  Forbes' 
latest  Mutual  Fund  Survey,  his  big 
closed-end  fund,  Tri-Continental 
(assets  $700  million),  ranked  a 
soggy  C  in  up  markets,  and  its 
shares  sell  on  the  New  York  Stock 
Exchange  at  a  discount  of  15% 
from  net  asset  value.  Broad  Street 
Investing,  a  $417-niillion  stock  mu- 
tual fund,  earned  a  dismal  D  in  up 
markets.  Best  showing  in  the  group 
was  growth  stock  oriented  Nation- 
al Investors  (assets  $882  milhon), 
which  rated  a  B  (but  a  close  com- 
petitor, Wellington  Management's 
Ivest  Fund,  ranked  A;  so  did  Op- 
penheimer  Fvmd). 

But  if  the  Seligman  funds  are 
so  uninspiring,  then  why  are  they 
so  big? 

Inertia  plays  a  part.  Tri-Conti- 
nental doesn't  have  to  worry  about 
redemptions.  It  is  closed-end;  it 
doesn't  redeem  shares.  So  it's  go- 
ing to  stay  fairly  big  whether  it 
performs  or  not. 

But  more  than  inertia,  there's 
something  rooted  in  the  history  of 
these  funds.  Tri-Continental  began 
in  1929.  The  Great  Depression  was 
something  the  older  men  in  the  Se- 
hgman organization  experienced 
firsthand  and  the  younger  men 
know  by  tradition  and  from  vivid 
accounts.  This  may  sound  foolish 
to  our  younger  readers,  but  it  is 
something   Wall   Street   old-timers 


never  forget:  There  are  times  when 
you  play  not  to  win  but  to  survive. 
The  conventional  Street  way  of 
putting  it  is:  Presei-vation  of  capi- 
tal is  at  least  as  important  as  its 
enhancement.  Rightly  or  wrongly, 
this  is  an  article  of  faith  around 
Tri-Continental's  rather  utilitarian 
quarters  in  Manhattan's  financial 
district. 

We'll  put  it  this  way:  The  SeUg- 
man  funds  have  come  through  re- 


Brown  o^  Tri-Continental 


cent  bear  markets  in  remarkably 
fine  shape— even  though  they 
have  performed  much  less  credit- 
ably in  the  bull  markets.  Both 
Broad  Street  and  Tri-Continental 
ranked  a  very  good  B  for  stability 
in  bear  markets.  So  did  Whitehall, 
a  balanced  fund  (see  p.  66). 

How  well  Seligman  does  with 
the  $1  billion  or  so  that  it  manages 
for  private  clients,  who  include  the 
Vassar  College  Endowment  Fund, 
we  don't  know.  We  can  only  as- 
sume that  the  results  are  similar: 
slow-moving  in  bull  markets;  re- 
markably resistant  in  bear  markets. 

You  might  say  Seligman's  cus- 
tomers are  voting  to  the  tune  of  $3 
billion  that  safety  is  much  more 
important  to  them  in  this  uncertain 


world  than  the  chances  of  big  gains. 

At  any  rate,  the  whole  arrange- 
ment is  immensely  comfortable  for 
Fred  Brown  and  a  handful  of  part- 
ners. For  being  careful,  prudent, 
sound  and  unspectacular,  Brown 
probably  earns  $200,000  or  more 
a  year.  About  $100,000  of  this 
comes  from  his  salaries  as  president 
of  the  different  funds;  the  balance 
comes  from  his  share  of  J&W  Selig- 
man profits. 

It's  a  very  unusual  setup.  All  in- 
vestment research  for  the  funds  is 
done  by  Union  Service,  a  cooper- 
ative organization  owned  by  the 
funds,  which  sells  its  service  at 
cost  to  them.  Seligman  and  its  part- 
ners make  no  money  on  research. 
But  here's  where  the  big  money 
comes  in:  A  full  70%  of  the  broker- 
age from  the  funds  goes  to  J&W 
Seligman.  Seligman  is  a  low-cost 
operation  working  out  of  the  same 
office  area  as  the  funds,  and  its 
customers  are,  in  effect,  captive 
customers.  The  five  funds  last  year 
generated  $2.3  million  in  brokerage 
commissions  for  Seligman,  which 
is  nearly  half  its  gross  income.  As 
any  broker  can  tell  you,  $4  mil- 
lion is  a  lot  of  gross  for  a  brokerage 
house  with  only  one  office  and  lit- 
tle sales  expense. 

Interestingly  enough,  there  is  no 
legal  bond  between  Seligman  and 
its  offspring.  No  written  contract. 
They're  not  foiTnally  married;  it's 
a  common-law  affair.  An  affair  that 
has  its  origin  back  in  the  misty  be- 
ginnings of  time,  before  the  1929 
crash  on  Wall  Street.  Tri-Continen- 
tal is  a  relic  of  the  old  days  when 
many  big  brokerage  films  ran  in- 
vestment trusts. 

Does  it  all  sound  too  cozy,  es- 
pecially in  view  of  the  lackluster 
investment  record?  Ah,  but  now 
we  reach  the  moral.  Fred  Brown 
makes  an  excellent  case  that  this 
arrangement  is  not  only  morally 
and  legally  correct,  but  is  good  for 
the  shareholders  as  well.  For  one 
thing,  the  partners  in  effect  take 
much  of  their  rewards  through  Sel- 
igman—out  of  commissions  that  the 
funds  would  have  to  pay  anyhow. 
This  saves  on  operating  costs.  Proof 
of  the  pudding  is  in  the  low  an- 
nual management  fees  paid  by 
stockholders.  These  range  as  low 
as  25  cents  per  $100  in  assets; 
many  funds  cost  stockholders  as 
much  as  $1.50  per  $100,  and  80 
cents  is  very  common. 

Then  Brown  talks  about  churn- 
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FOB 
DADDIES 


Get  yourself  a  good,  thorough 
examination  once  a  year.  Once  a 
year,  let  your  doctor  really  look 
you  over.  It'll  take  a  little  time, 
and  a  little  patience.  And  maybe 
he'll  poke  around  a  little  more 
than  you'd  really  like.  And  so  he 
should. 

The  whole  idea  is  to  keep  you 
healthy.  If  nothing's  wrong  (and 
more  than  likely,  there  isn't)  hoo- 
ray! Come  back  next  year.  But  if 
anything's  suspicious,  then  you've 
gained  the  most  important  thing  of 
all:  time. 

We  can  save  1  out  of  2  persons 
when  cancer  is  caught  in  time, 
caught  early.  That's  a  good  thing 
to  know.  All  Daddies  should  know 
how  to  fake  care  of  themselves  so 
that  they  can  have  the  fun  of  tak- 
ing care  of  their  kids.  Don't  be 
I  afraid.  It's  what  you  don't  know 
that  can  hurt  you. 

^AMERICAN  CANCER  SOCIETY 


MONEY 
GROWS 
FASTER 
IN  MEXICO 


Contact  us  for  information  on 
Mexican  investment  opportunities. 
Supervised  accounts  offer 
unusual  possibilities  for  capital 
growth  or  secure  monthly  income 
at  rates  in  excess  of  what  may 
now  be  available  to  you.  At  no 
obligation,  write:  E.  C.  Latham, 
President,  Mexletter  Investment 
Counsel,  Hamburgo  159, 
Mexico  6,  D.  I'.,  Mexico. 

MEXLEHER 


The  Money  Men 


ing— excessive  turnover  of  assets  to 
create  brokerage  commissions.  Far 
from  being  a  temptation  for  the 
Seligman  partners,  he  says,  the 
very  closeness  of  their  relationship 
with  the  funds  tends  to  have  the 
opposite  effect.  Fred  Brown  points 
out  that  his  average  portfolio  turn- 
over has  averaged  down  around 
18%  as  compared  with  an  industry 
average  of  50%.  Even  Union  Capi- 
tal, his  three-year-old  speculative 
fund,  turned  over  just  50%  of  its 
assets  last  year;  100%  and  more  is 
common  among  similar  funds. 

At  the  slightest  evidence  of 
churning,  there's  no  doubt  but  that 
the  stockholder-suit  lawyers  would 
come  pouring  out  of  the  wood- 
work. As  it  is,  there  remains  the 
possibility  that  the  funds'  outside 
directors  might  feel  obliged  to  urge 
the  funds  to  try  recapturing  some 
of  the  commission  money  by 
acquiring  a  membership  on  a  re- 
gional stock  exchange. 

So,  the  pressure  is  for  prudence, 
not  for  performance.  The  Seligman 
situation  is  not  structured  for  risks. 
No  surprise  that  Brown's  portfolios 
are  studded  with  names  like  Gen- 
eral Motors,  du  Pont,  IBM.  No 
surprise  either  that  Brown  has 
steered  away  from  gimmicks  like 
income  funds  and  bond  funds  and 
letter  stock  funds  and  stayed  pretty 
close  to  the  original  mutual  fund 
concept:  Own  a  managed  cross- 
section  of  American  industry- 
through  us,  of  course. 

Brown's  cliief  adviser  is  Vice 
President  Stanley  Currie,  50,  a  dry 
man  who  still  speaks  in  the  ac- 
cents of  his  native  Maine.  Currie 
says  that  this  conservatism  held  the 
funds  back  during  the  Sixties,  but 
produced  a  very  solid  recovery  in 
1970  and  1971.  As  always,  the  em- 
phasis is  on  stability,  on  preserva- 
tion of  capital.  No  short-term  trad- 
ing. "We  missed  a  lot  of  the  stocks 
that  ran  way  up,  but  we  missed 
them  when  they  went  down,  too," 
Currie  says— a  kind  of  investment 
policy  of  benign  neglect. 

Brown  and  Currie  do  feel  that 
some  of  tlie  traditional  growth 
stocks  are  getting  out  of  line,  so 
they  are  doing  a  little  switch- 
ing. Nothing  very  daring,  mind  you. 
They've  sold  about  one-twentieth 
of  their  $130  million  worth  of  Avon. 
They  put  the  proceeds  into  cyclical 
stocks  like  Chrysler  and  White 
Motor.  But  none  of  these  roller- 
coaster  stocks.   No  thank  you.   At 


least  not  for  the  boys  of  SeUgman. 

Interestingly,  Fred  Brown  is  not 
cut  from  the  usual  Wall  Street 
cloth.  He's  neither  an  easterner  nor 
an  Ivy  Leaguer.  He  was  born  in 
Oklahoma,  educated  at  the  Univer- 
sity of  Oklahoma  and  only  came 
East  to  attend  Harvard  Business 
School.  His  first  job  was  as  a  se- 
curity analyst  at  Tri-Continental  in 
1936.  The  last  Seligman  departed 
about  the  time  Fred  Brown  arrived. 

Brown  carries  a  strong  streak  of 
Oklahoma  practicality.  Many  in- 
vestors have  criticized  him  because 
Tri-Continental  sells  at  a  discount. 
This  means  that  if  they  want  to 
sell  their  stock,  they  can't  get  the 
fuU  asset  value.  Don't  sneer, 
though.  This  discount,  says  Brown, 
helps  make  for  loyal  stockholders. 

"The  number  of  shareholders 
who  write  us  complaining  about 
the  discount  is  not  greater  than  the 
number  who  write  and  complain 
about  any  efforts  we  make  to  close 
it.  Tlieir  position  is  that  they 
haven't  bought  all  the  shares  they 
want  to  buy. 

"That's  not  quite  the  reaction 
you'd  expect,  is  it?" 

No,  it  isn't.  And  maybe  that's 
the  real  moral  of  this  story,  the  real 
explanation  of  why  Fred  Brown 
and  his  partners  are  doing  so  well. 
They  understand  that  not  every- 
body is  in  the  market  for  thrills. 
Better  maybe  than  some  of  their 
more  colorful  Wall  Street  brethren, 
they  know  the  great,  well-heeled 
mass  called  Middle  America.   ■ 
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From  The  Prudential  Insurance 
Company  of  America,  an  opportunity 
for  common  stock  investment: 

Systematic  Investment  Plans 
Variable  Annuities 

Through  Its  Financial  Security 
Program,  Prudential  offers  you 
Common  Stock  Investment  and 
Retirement  Plans  based  on  Prudential's 
Gibraltar  Fund,  with  Long  Term 


Growth  as  the  Investment  Objective. 

Available  exclusively  through 
Prudential's  registered 
representatives. 

For  information,  including  free 
prospectuses,  call  or  write  your  local 
Prudential  office. 

Prudential 

Financial  Security  Program 


How  Merrill  Lynch 
set  a  new  Industry  record 
corporate  underwriting, 


(It  took  a  lot  more  than  good  distribution.) 


In  1971,  we  set  a  new  industry  record  by  man- 
aging or  co-managing  220  corporate  underwrit- 
ings  valued  at  more  than  $9.9  billion,  with  more 
than  $5.4  billion  in  negotiated  deals  alone. 

That  makes  us  Number  1  —  both  in  the  total 
dollar  value  of  all  public  offerings  managed,  and 
in  the  value  of  negotiated  deals. 

But  we  don't  expect  you  to  be  impressed 
just  by  the  figures.  What  really  counts  is  why 
we've  come  so  far  so  fast.  (30  managed  under- 
writings  in  1965,  220  in  1971.) 

Our  distribution  network  played  a  vital  role, 
of  course.  But  we'd  like  to  give  a  lot  of  the  credit 
to  something  less  visible,  the  skill  of  our  invest- 
ment bankers  in  helping  companies  decide  how 
and  when  to  raise  money. 


Look  at  the  variety  of  deals  we  handled  in 
1971.  It  was  no  accident.  We've  learned  that  the 
most  obvious  method  of  financing  isn't  always 
the  best  one.  Not  if  you're  trying  to  raise  money 
at  the  lowest  possible  cost. 

To  find  out  more  about  Merrill  Lynch's 
investment  banking  activities,  just  contact 
Thomas  L.  Chrystie,  Vice  President  and  Direc- 
tor of  our  Investment  Banking  Division. 

You  can  reach  him  on  his  direct  line  at 
(212)  269-1225.  Or  write  to  him  at  Merrill  Lynch, 
Pierce,  Fenner  &  Smith  Inc.,  70  Pine  Street, 
New  York,  New  York  10005. 

Here  is  a  list  of  the  different  kinds  of 
negotiated  underwritings  our  investment  bank- 
ers managed  or  co-managed  in  1971: 


Straight  Debt— Medium  Term 

Chrysler  Financial  Corporation 

Duke  Power  Company 

First  Empire  State  Corporation 

First  National  Holding  Corp.  (Atlanta) 

First  National  State  Bancorporation 

The  First  Pennsylvania  Banking  and 

Trust  Company 

First  Union  Incorporated 

Franklin  New  York  Corporation 

Fruehauf  Finance  Company 

Girard  Trust  Baok 

Manufacturers  H-uicverTioist 

Company 

National  Bank  of  Tulsa 


Province  of  Quebec 
Southern  Bell  Telephone  and 
Telegraph  Company 
United  Jersey  Banks 


Straight  Debt— Long  Term 

American  Telephone  and  Telegraph 
Company 

Atlantic  City  Electric  Company 
Brockton  Taunton  Gas  Company 
Central  Penn  National  Bank 
Chrysler  Financial  Corporation 
Colonial  Stores  Incorporated 
Consolidated  Edison  Company  of 
New  York,  Inc. 


Dana  Corporation 

Dart  Industries  Inc. 

Duke  Power  Company 

Eaton  Corporation 

Florida  Gas  Transmission  Company 

Florida  Telephone  Corporation 

General  Portland  Cement  Company 

General  Waterworks  Corporation 

Illinois  Power  Company 

Kansas-Nebraska  Natural  Gas 

Company.  Inc. 

Lucky  Stores,  Inc. 

The  Pacific  Telephone  and 

Felegraph  Company 

Public  Service  Electric  and  Gas 

Company 


vince  of  Quebec 

?bec  Hydro-Electric  Commission 

kland  Electric  Company 

them  Bell  Telephone  and 

?graph  Company 

thern  Natural  Gas  Company 

nsamerica  Financial  Corporation 

[  Corporation 

:  Winter  Park  Telephone  Company 

ivertible  Debt 

>  Bank  of  California,  National 
ociation 

aer  Laboratories,  Inc. 
leral  National  Mortgage  Association 
it  at  Orlando  Corporation 
:i.  Grace  &  Co. 
nas  &  Nettleton  Financial 
poration 

ville  Shoe  Corporation 
'SiCo,  Inc. 
fi  Industries,  Inc. 
Home  Corporation 

hangeable  Debt 

;mational  Paper  Company 

}t  with  Warrants  at  a 
^mium 

Tier  Corporation 

It  with  Warrants  at  a 
count 

iTsler  Financial  Corporation 

ivertible  Debt  with 
rrants  at  a  Discount 

encan  Century  Mortgage  Investors 
,.t  Pennsylvania  Mortgage  Trust 

iferred  Stock 

oUna  Power  &  Light  Company 

16  Power  Company 

»lic  Service  Electric  and  Gas 

npany 

ling  Homex  Corporation 

on  Electric  Company 

jinia  Electric  and  Power  Company 


Wisconsin  Electric  Power  Company 
Wisconsin  Power  and  Light  Company 

Preferred  Stock  with  Warrants 

Commonwealth  Edison  Company 

Common  Stock  Subscription 
Offerings 

Brockton  Taunton  Gas  Company 

Consohdated  Edison  Company  of 

New  York,  Inc. 

Florida  Power  Corporation 

Florida  Telephone  Corporation 

Oklahoma  Gas  and  Electric  Company 

UGI  Corporation 

The  Winter  Park  Telephone  Company 

Common  Stock  Cash  Offerings 

Alcon  Laboratories,  Inc. 

American  Broadcasting  Companies, 

Inc. 

American  Sterilizer  Company 

Angehca  Corporation 

Atlantic  City  Electric  Company 

Baxter  Laboratories,  Inc. 

Brink's,  Incorporated 

Carolina  Power  &  Light  Company 

Centex  Corporation 

Chemed  Corporation 

Coleco  Industries,  Inc. 

Computer  Machinery  Corporation 

Consohdated  Edison  Company  of 

New  York,  Inc. 

Dart  Drug  Corporation 

Duke  Power  Company 

Jack  Eckerd  Corporation 

Farah  Manufacturing  Company,  Inc. 

Florida  Power  &  Light  Company 

General  Medical  Corporation 

General  Portland  Cement  Company 

Frank  B.  Hall  &  Co.,  Inc. 

Holiday  Inns,  Inc. 

Hospital  Corporation  of  America 

House  of  Fabrics,  Inc. 

Illinois  Power  Company 

Indianapolis  Power  &  Light  Company 

Leaseway  Transportation  Corp. 

Lee  Way  Motor  Freight,  Inc. 

Lomas  &  Nettleton  Financial 

Corporation ' 


Longs  Drug  Stores,  Inc. 

Mid-Continent  Telephone  Corporation 

NN  Corporation 

Orange  and  Rockland  Utilities,  Inc. 

Pier  1.  Imports,  Inc. 

Public  Service  Electric  and 

Gas  Company 

Pueblo  International,  Inc. 

Puget  Sound  Power  &  Light  Company 

The  Southland  Corporation 

Telecor,  Inc. 

Texfi  Industries,  Inc. 

United  Gas,  Inc. 

United  Inns,  Inc. 

U.S.  Home  Corporation 

V.  F.  Corporation 

Virginia  Electric  and  Power  Company 

The  Wickes  Corporation 

Wisconsin  Public  Service  Corporation 

IMutuai  Funds 

Massachusetts  Financial  De- 
velopment Fund,  Inc. 

Competitive  Underwritings 

Our  investment  bankers  also  managed 
or  co-managed  96  competitive  under- 
writings worth  more  than  $4.5  billion. 
Including  $113  million  in  Railroad 
Equipment  Trust  Certificates  in  our 
first  year  underwriting  these  securities. 

Other  Financing  Activities 

In  1971,  Merrill  Lynch  was  also  active 
in  these  areas  of  Investment  Banking 
not  included  in  our  record  of  negotiated 
corporate  offerings: 

•  Private  Placements 

•  Conventional  Mortgages 

•  GNMA  Pass-through  Securities 

•  Sale  &  Leasebacks 

•  Commercial  Paper 

•  Industrial  Revenue  Pollution 
Control  Bonds 

•  Mergers  and  Acquisitions 

•  Government  Securities 

•  Government  Agency  Securities 

•  Municipal  Bonds 

•  Canadian  Financing 

•  International  Financing 


Merrill  Lynch  Is  bullish  on  America. 
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7  Can  Get  It  for  You  (Almost)  Wholesale 

Barney  Brown  is  making  consumers  happy— and  retail- 
ers mad— with  his  fast-growing  United  Buying  Service. 


ff 


Will  Barney  Brown  replace  the  re- 
tail store? 

Well,  no,  not  really,  but  Brown 
does  have  an  idea  that  could  put  as 
big  a  crimp  in  present-day  retailing 
methods  as  supermarket  chains  put  in 
the  old  mom-and-pop  store.  Already, 
there  are  motor-car  dealers  who  con- 
sider him  an  even  worse  menace  than 
Ralph  Nader. 

Now  64,  a  show  business  producer 
turned  auto-driver  instructor.  Brown 
got  his  idea  back  in  the  Fifties.  He 
observed  the  obvious:  that  companies 
like  car-rental  companies  were  able  to 
buy  automobiles  more  cheaply  than 
individuals  could  because  they 
bought  in  volume.  Out  of  this  obser- 
vation grew  United  Buying  Service 
Corp.  (not  connected  with  Unity  Buy- 
ing Service  which  filed  plans  to  go 
public  in  Febmary),  which  does  for 
the  individual  what  companies  have 
long  been  doing  for  themselves.  UBS, 
which  now  has  2  million  members  in 
the  New  York  metropolitan  area  and 
5  million  elsewhere  through  its  20 
franchised  offices,  guarantees  a  mer- 
chandiser volume;  in  return,  the  mer- 
chandiser agrees  to  sell  his  products  to 
UBS  members  at  a  price  just  enough 
over  cost  to  make  it  worth  his  while. 

In  the  case  of  automobiles,  this  is 
how  it  works:  Brown  has  signed  up 
125  motor-car  dealers  in  the  New 
York  metropolitan  area.  Suppose  a 
UBS  member  wants  to  buy  a  1972 
Pontiac  four-door  hardtop  Catalina. 
The  list  price  is  $3,873.  The  dealer's 
cost  is  $3,160.  A  UBS  member  can 
buy  a  car  from  a  dealer  affiliated  with 
the  UBS  for  exactly  $100  above  the 
dealer's  cost,  in  this  case  $3,260.  Of 
that,  the  dealer  gets  $75  as  his  profit 
and  UBS  $25  as  its  rake-off. 

Last  year  UBS  members  bought 
10,000  cars  in  metropolitan  New  York 
alone.  For  the  125  dealers  affiliated 
with  Brown,  this  meant  a  nice,  if  not 
staggering,  profit.  Dealers  not  affili- 
ated have  called  him  everything  from 
"a  prostitute  to  a  crook.  They  will  al- 
ways throw  mud,"  Brown  says.  "Our 
services  are  hurting  them." 

UBS  does  not  handle  just  cars  but 
a  variety  of  products,  including  cam- 
eras, stereos,  kitchen  appliances,  furs 
and  furniture.  On  these,  the  system 
is  this:  The  dealers  mark  up  each 
product  a  set  percentage  above  their 
cost;  on  a  camera,  to  cite  one  ex- 
ample, the  markup  is  1%.  UBS  gets 
about  a  fourth  of  the  markup.  Thus, 
if  a  UBS  member  buys  a  camera  that 
costs  $100  wholesale,  he'll  pay  $107 


Brown  of  United  Buying 

for  it.  The  dealer  will  make  a  $5  prof- 
it, UBS  will  pocket  $2. 

It's  not  possible  for  an  individual 
to  join  UBS  directly.  In  most  cases  it 
is  a  recreational  association  of  a  big 
company  or  union  that  signs  up  with 
UBS;  then  their  members  automati- 
cally become  UBS  members.  Borden, 
Chase  Manhattan  and  National  Cash 
Register,  as  well  as  such  government 


agencies  as  the  Securities  &  Ex- 
change Commission  and  the  U.S. 
Army  are  UBS  members.  Many  unions 
have^  signed  up  too,  among  them  the 
American  Federation  of  Teachers  and 
the  United  Auto  Workers.  If  Robert 
Haack,  president  of  the  New  York 
Stock  Exchange,  or  FBI  Director  J. 
Edgar  Hoover  wanted  to  buy  a  bur- 
glar alarm  at  next  to  wholesale 
through  UBS,  they  could.  They  both 
work  for  organizations  that  are  af- 
filiated with  UBS. 

Says  Irene  Grady,  manager  of  per- 
sonnel services  at  Hornblower  & 
Weeks-Hemphill  Noyes,  which  has 
been  affiliated  with  UBS  since  1970: 
"They  are  definitely  on  the  up  and  up. 
One  girl  in  my  office  bought  her  en- 
gagement ring  through  them.  They  al- 
lowed her  to  get  an  independent  ap- 
praisal before  final  purchase  and  the 
appraisal  was  done  by  Macy's  ap- 
praisal service,  which  said  it  was 
worth  $700.  She  paid  $374.50." 

Normally,  Brown  shuns  pubUcity 
because,  he  says,  "I  don't  want  to 
stir  up  the  opposition,  the  dealers' 
trade  associations."  Even  now  he  will 
not  reveal  how  great  a  volume  of 
goods  his  members  purchase.  But 
word  of  his  success  has  spread,  and 
several  men  have  tried  to  emulate 
him.  "I  don't  call  them  competitors," 
he  says.  "Imitators.  I've  seen  them 
come  and  go.  All  combined,  they  don't 
represent  5%  of  the  volume  of  UBS."  ■ 


Brown's  Bargain  Store 

How  much  cheaper  are  UBS  prices?  As  quoted  by  Brown,  they  ran  7  %  to 
27%  lower  than  those  at  New  York  City's  E.J.  Korvette  and  R.H.  Macy  for 
comparable  (same  brand  name  and  model  number)  hard  goods.  "Retail" 
auto  prices  are  harder  to  compare  since  they  are  no  more  than  a  manufac- 
turer's suggested  retail  price.  Many  auto  dealers  will  cut  this  price,  and 
trade-ins  further  confuse  the  picture.  Are  Brown's  prices  the  cheapest  in 
town?  "The  chances  are  quite  remote  that  anyone  can  beat  us,"  he  says. 


Item 


Macy's 


Korvette's 


UBS 


Cassette  Recorder  w/case 
Portable  Stereo 
17.1  Cu.  Ft.  Refrigerator 
2-Speed,  4-Cycle  Washer 
20 '  Color  TV,  table  model 
Electric  Stove  (4  burners) 
8-Piece  Place  China 


$  99.99 

259.95 
399 

48 


$109.95 
334.95 

304 


$  90 

81 
269 
198 
358.50 
225 

35 


Automobiles 


Suggested  retail 


UBS 


1972  Vega  Sedan  (2-door) 
1972  Galaxie  4Door  Sedan  (V-8) 
1972  New  Yorker  4Door  Sedan 


$2,059.90 
3,639.38 
4,849.00 


$1,926.35 
3,073.74 
3,999.70 
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Now  American  exporters  can  hel 
the  government  by  not  paying 
all  their  income  taxes^ 


By  setting  up  a  DISC.  A  DISC  or  Domes- 
tic International  Sales  Corporation  is  a  new 
type  of  U.S.  company  created  by  Congress 
that  will  make  doing  business  overseas 
more  profitable  to  American  businessmen. 

What  DISC  does. 

A  DISC  serves  as  the  export  sales  arm 
of  a  United  States  company  and  operates 
under  greatly  simplified  intercompany  pric- 
ing procedures.  By  offering  significant  tax 
benefits  to  U.S.  companies  who  operate 
through  a  DISC,  the  Administration  has  put 
American  goods  and  services  in  a  more  com- 
petitive posture  in  foreign  markets. 

What  DISC  can  do  for  you. 

The  new  law  provides  an  indefinite 
deferral  on  50%of  export  earnings.  In  order 
to  take  advantage  of  this  benefit,  a  cobnpany 
must  file  a  DISC  election  with  the  IRS ...  in 
some  cases  before  March  31,  1972.  Your 
attorneys  can  give  you  the  necessary  legal 
guidance  to  comply  with  Internal  Revenue 
Service  directives  in  this  area. 

What  we  can  do  for  you. 

Chemical  Bank  can  help  by  giving  you 
the  financial  advice  needed  in  setting  up 
and  operating  a  DISC.  Our  international 
officers  have  followed  the  development  of 


DISC  legislation  for  some  time  and  are  ex- 
perts on  the  financial  implications  of  this 
new  law. 

What  weVe  already  done  for  you. 

As  a  matter  of  fact  they've  even  written 
a  book  on  it:  D/SC  — A  Summary  of  Perti- 
nent Facts  for  the  Financial  Officer  which 
explains  many  of  the  details  in  setting  up  a 
Domestic  International  Sales  Corporation. 
Chemical  Bank  also  has  in  operation  a  com- 
puter model  that  can  assist  you  in  forecast- 
ing various  tax  impact  alternatives  between 
a  DISC  and  the  parent  corporation.  The 
computer  service  is  available  at  a  nominal 
cost.  The  booklet  is  free.  Both  are  extremely 
valuable  in  evaluating  DISC. 

In  addition.  Chemical  Bank  has  a  wide 
range  of  international  banking  experience 
that  our  officers  can  use  to  help  you  properly 
invest  the  increased  cash  flow  that  a  DISC 
will  produce. 

If  you  would  like  more  information  on 
DISC  or  on  Chemical  Bank,  or  would  like  a 
copy  of  our  DISC  brochure,  contact  your 
Chemical  Bank  representative  or  write  to: 
DISC,  Box  5161,  Chemical  Bank,  20  Pine 
Street,  New  York,  N.Y  10015.  But  do  it 
today.  March  31  isn't  too  far  away  from  this 
morning's  coffee. 


CkemicalBanc 

We  do  more  for  your  money. 


After  74  years 
in  insurance  services, 

it's  about  time  we 
introduced  ourselves. 


The  country's  2ncl  or  3rd  largest  insurance 
specialist  shouldn't  need  an  introduction. 

Ironically  enough,  we  do.  While  our 
service  has  made  us  famous  with  our  clients, 
there  are  still  some  people  who  don't  know  us. 

As  advisors,  broker /agents  and  consul- 
tants, we've  been  steeped  in  every  area  of 
corporate  insurance  you  can  think  of:  Property, 
Casualty  (including  Nuclear),  Life,  Employee 
Benefits,  Aviation,  Railroad,  Marine.  (Supported 
by  Safety,  Claims,  Adjusting,  Reinsurance, 
Loss  Control,  Consulting  and  Actuarial.) 

We  have  eight  regional  operations  covering 
the  U.S.  and  Canada,  each  with  its  own 
network  of  home-town  offices.  And  we  have 
sixteen  affiliates  overseas,  too. 

Our  clients  range  from  small  to  mammoth. 
And  we  believe  it  takes  as  much  imagination  to 
service  a  small  client  as  it  does  a 
large  one. 

Because  our  business  is 
protecting  the  profits  of  your 
business,  we're  involved  in  your 
company's  money :  from  preserving  i.  „. 
it  to  helping  you  invest  it.  l  |"P5 


We  help  you  make  more  of  it,  too,  by 
motivating  your  company's  people.  We  created 
Benef  acts,  the  industry's  first  computer  print-out 
that  clearly  shows  each  of  your  employees  his 
entire  benefit  program. 

It's  the  most  outstanding 
service  of  its  kind  available. 

We  also  devised  Execuf  acts, 
a  complete  financial  service 
which  helps  your  executives  meet 
their  personal  financial  objectives. 
Our  Management  Consulting 
Division,  called  Anistics,  com- 
bines analysis  with  imagination 
to  give  your  company  maximum 
consulting  support  at  the  highest 
levels  of  risk  management 
and  financial  planning. 
How  we  approach 
the  whole  business  of 
profit  protection  is 
something  on  which 
.  we've  made  our  name. 
All  we  need  is  a 
face  to  go  with  it. 

i 


We've  made  a  name  for  ourselves. 
Now  we're  out  to  make  a  face  for  ourselves. 

Alexander 


Faces  Behind  the  Figures 
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Doyle  &  Trouble 

When  Canadian  Javelin's  Chair- 
man John  Doyle  first  discovered 
the  mineral  potential  of  Newfound- 
land, Do\le  himself  was  Javelin's 
main  asset.  But  Newfoundland's 
Premier  Joseph  Smallwood  wanted 
industr\'  for  the  pro\ince,  and  a 
promoter  like  Doyle  seemed  one  of 
his  few  hopes  of  getting  it.  So  for 
two  decades  Newfoundland  pro- 
vided Javelin  with  mining  conces- 
sions and  even  financial  backing, 
while  Doyle,  who  once  jumped 
bail  in  the  U.S.  rather  than  serve 
three  months  for  mail  fraud, 
brought  in  the  great  Wabush  iron- 
ore  project  and  concocted  several 
equally  ambitious  schemes. 

Last  month,  however,  Joey 
Smallwood  was  out  after  24  years 
in  office,  and  the  new  government 
launched  a  sharp  attack  on  Javelin's 
second  major  Newfoundland  proj- 
ect—a $139-million  government- 
backed   paper   mill   scheduled   for 


completion  this  year.  It  charged 
Javelin  with  eveiything  from  mis- 
management to  misappropriation  of 
funds,  and  demanded  the  return  of 
some  $24  million  in  advances  or 
Doyle's  ouster  as  chief  executive. 

Javelin  coughed  up  the  money, 
but  Doyle,  now  56,  seeing  the 
handwriting  on  the  wall,  begged 
out  of  the  whole  deal,  asking  only 
for  the  $22.8  million  he  figures 
Javelin  spent  on  the  project.  "There 
is  no  sense,"  he  says,  "in  our  be- 
coming a  political  football." 

But  getting  out  will  cost  Javelin 
any  profits  the  mill  might  have 
made— Javelin  probably  made  un- 
der $2  million  last  year,  mainly 
royalty  income  from  Wabush.  But 
Doyle  has  two  big  projects  on  the 
back  burner— a  $370-million  iron- 
ore  project  in  Labrador  and  a  cop- 
per find  in  Panama. 

"Look  at  those  feasibility  stud- 
ies," he  says.  "In  the  first  ten  years, 
you're  talking  about  $36  million  a 
year  projected  profits  from  the  iron 


Doyle  of  Canadian  Javelin 

ore,  vs.  $6.3  million  a  year  from 
the  paper  mill.  In  a  mining  com- 
pany, what  matters  is  mineral  as- 
sets, and  that's  what  we  have." 

In  the  past,  however.  Javelin's 
political  clout  hasn't  hurt  either; 
and  that's  what  Javelin  does  not 
have— at  least  not  any  longer.  ■ 


Run  It  Like  a  Business 

A  YEAR  .-vco  January,  Bradford 
Mills,  a  former  Wall  Street  invest- 
ment banker,  became  president  of 
tlje  semigovemmental  Overseas  Pri- 
vate Investment  Corp.,  which  in- 
sures against  such  calamities  as 
expropriation,  war  and  frozen  cur- 
rency. He  quickly  learned  that  gov- 
ernment "companies"— from  its  start 
in  1948  OPIC  was  part  of  the  U.S. 
foreign  aid  program— are  not  run 
like  private  companies. 

First,  its  premiums  had  not  been 
invested  to  build  reserves.  Then 
Congress  rescinded  $200  million  in 
OPIC  borrowing  authority,  and 
sliced  $50  million  out  of  OPIC's 
reserves  to  build  houses  in  Latin 
America.  The  result:  OPIC  faces 
over  $200  million  in  claims  because 
of  Chile's  expropriations  of  U.S. 
corporate  holdings  with  only  $108 
million  in  reserves. 

Nothing  daunted,  Brad  Mills  is 
setting  about  to  make  this  curious 
insurance  company,  if  not  free  of 
the  Government,  at  least  more  self- 
sustaining.  Last  year  he  persuaded 
Lloyds  of  London  to  reinsure  $250 
million  worth  of  OPIC's  policies 
against  expropriation.  This  for 
Lloyds  is  a  one-year  experiment. 
Mills  is  confident  the  experiment 
will  work  and  that  he  can  reinsure 
more  of  his  company's  $2.4-billion 


expropriation  insurance  with  other 
international  companies.  "This  will 
tell  the  world  that  a  seizure  of 
U.S.  property  won't  affect  only  the 
U.S.  It  will  damage  the  expropri- 
ator's credit  worthiness  worldwide," 
says  Mills.  Mills  has  changed 
OPIC's  policy  on  natural  resource 
ventures,  too:  "We  now  insist  upon 
multinational  participation.  We'll 
insure  the  American  portion." 
Mills  also  has  a  new  wrinkle  for 


Mills  of  OPIC 


investment  in  less-developed  coim- 
tries.  OPIC  would  back  bonds  sold 
to  raise  money  for  such  investment, 
with  OPIC's  government  backing 
securing  a  lower  interest  rate  on 
the  borrowed  money.  In  some  in- 
vestments, OPIC  wants  to  take  an 
equity  position.  "Where  we  can  get 
equity,  we'll  sell  it  to  local  people," 
says  Mills.  OPIC,  after  all,  is  not 
out  to  make  money,  but  to  further 
U.S.  foreign  investment.  In  taking 
equity  it  mirrors  the  practices  of 
the  British,  Japanese,  German  and 
French  versions  of  the  governmental 
insurer. 

Yes,  other  countries  have  foreign 
investment  insurance,  too— some  of 
them  handling  it  in  more  sophisti- 
cated fashion  than  the  U.S.,  re- 
ports Mills.  And  it  is  this  multina- 
tional spread  of  foreign  investment 
that  gives  Mills  hope  that  Chile 
will  settle  on  some  payment  for  the 
expropriated  properties  and  take 
OPIC  off  the  hook.  "If  a  country 
wants  investment  or  credits  from 
the  Western  world,  it  must  prove 
its  credit  worthiness,"  says  Mills. 
"These  things  have  a  way  of  work- 
ing themselves  out."  To  prove  his 
point.  Mills  needs  only  cite  the  pos- 
sibility that  OPIC  will  soon  be  in- 
suring U.S.  investments  in  the  hith- 
erto forbidden  lands  of  Yugoslavia 
and  Romania.  Countries,  too,  have 
to  run  themselves  like  a  business.   ■ 
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Faces  Behind  the  Figures 


The  Director's  Director 

"People  say  the  atmosphere  at  a 
board  meeting  is  so  serene  that  it 
couldn't  possibly  be  an  effective  fo- 
rum," says  veteran  director  Thom- 
as R.  Wilcox,  55,  vice  chairman  of 
New  York's  Eastman  Dillon,  Union 
Securities.  "Well,  it's  simply  not 
true.  I  make  no  apologies  for  the 
boards  of  Penn  Central,  Lockheed 
or  Anaconda.  But  if  you  tote  up 
the  list  of  losses  that  were  avoided 
because  of  director  counsel,  it 
would  fill  a  much  larger  book." 

Wilcox  should  know.  A  self-pro- 
claimed "professional  director,"  he 
sits  on  nine  boards,  including  those 
of  NCR,  Colgate-Palmolive  and 
Boeing.  He  became  a  professional 
director  six  months  ago  when  he 
quit  his  $144,000-a-year  vice-chair- 
manship at  First  National  City 
Bank,  reportedly  angry  ever  since 
1967  when  Walter  B.  Wriston  got 
the  nod  for  chief  executive. 

Wilcox  feels  being  a  director 
these  days  is  not  only  riskier  than 
formerly,  with  the  increased  threat 
of  lawsuits  from  stockholders  and 
social  critics,  but  also  more  time- 
consuming.  "I  think  boards  them- 
selves  are   requiring   that  they  be 


Wilcox  of  Eastman  Dillon 

more  intimately  acquainted  with 
company  operations,"  he  says,  "and 
in  many  cases  management  just 
doesn't  want  to  accept  alone  the 
consequences  of  some  of  the  de- 
cisions to  be  made.  So  a  lot  more 
things  come  to  the  board  these 
days.  Managements  are  discussing 
tentative  conclusions  with  boards." 
Wlien  should  a  board  blow  the 
whistle  on  management?  "If  you 
find  management  is  insensitive  to 
perils  you   know  exist,   you  make 


management  aware  of  those  haz- 
ards," he  replies.  "If  management 
fails  to  evaluate  those  hazards 
properly,  you  tell  them  they're  out 
of  line." 

To  Wilcox  that  means  doing  a 
lot  of  reading,  working  on  board 
committees  and  visiting  company 
plants  ("to  see  how  management 
works  with  management"). 

How  does  a  man  like  Wilcox 
avoid  conflicts  of  interest  a  la  How- 
ard Butcher  and  the  Penn  Central? 
"The  problem  is  more  apparent 
than  real,"  he  says.  "You  focus  on 
whether  a  conflict  is  in  the  making, 
and  you  avoid  it.  If  necessary,  you 
resign,"  which  Wilcox  once  did 
from  a  New  York  savings  bank. 

Of  course,  not  every  company 
welcomes  such  active,  independent 
directors,  which  is  one  reason  Wil- 
cox prefers  boards  with  a  majority 
of  outsiders:  "Insiders  are  so  pre- 
occupied with  managing,  they  can- 
not provide  the  objectivity  and 
perspective  a  company  needs." 

And  who  has  time  to  be  this 
kind  of  director?  "A  real  problem," 
Wilcox  concedes.  "But  I  suspect 
you  can  solve  it  by  enlarging  boards 
and  making  more  use  of  committees 
to  break  up  the  workload."  ■ 


Roman  Restrairit 

Is  THE  U.S.  inadvertently  helping  to 
finance  its  own  import  problem? 
To  a  growing  extent,  foreign  banks 
operating  here,  particularly  the  ag- 
gressive Japanese  banks  chartered 
in  California  and  New  York,  are  fi- 
nancing imports  with  dollars  raised 
in  the  U.S.  Foreign  countries  rig- 
idly control  the  operation  of  U.S. 
banks  there;  but  foreign  banks  op- 
erating in  the  U.S.  find  U.S.  bank- 
ing laws  like  Swiss  cheese. 

For  instance,  by  creating  various 
U.S.  banking  affiliates,  foreigners 
can  collect  deposits  in  more  than 
one  stale,  make  imlimited  overseas 
loans  and  also  make  unlimited 
loans  to  any  favored  customer.  U.S. 
banks  can't  do  any  of  that. 

"I  am  talking  against  myself," 
says  Luciano  Borrelli,  manager  of 
Banco  di  Hoina's  new  U.S.  agency 
and  a  member  of  the  noted  Italian 
banking  family,  "but  U.S.  controls 
on  foreigners  arc  too  relaxed.  To- 
day U.S.  banks  can't  lend  more 
than  2%  of  theii  total  assets  over- 
seas. But  there  is  no  such  elFective 
limit  on  this  office. "  Loopholes  leave 


Borrelli  of  Banco  di  Roma 


the  San  Francisco-based  agency 
free  to  draw  on  its  Italian  parent 
($7-billion  deposits)  and  its  Eu- 
ropean associates— West  Germany's 
Commerzbank  ($6-billion  deposits) 
and  France's  Credit  Lyonnais  ($9- 
billion  deposits)— to  lend  virtually 
any  amount  anywheie  in  the  world. 

"I  could  do  that,  but  I  will  not," 
the  36-year-old  Neapolitan  adds. 
"My  conscience  will  not  allow  it. 
The  U.S.  must  realize  that  com- 
plete freedom— free  trade  and  a 
free  economy— is  an  ideal,  a 
dream.  This  country  can  no  longer 
afford  full  economic  freedom.  You 
must  defend  your  currency." 

Why  aren't  big  U.S.  bankers 
speaking  up  in  this  vein?  Perhaps 
because  they  are  making  so  much 
money  in  foreign  countries  that 
they  don't  want  to  rock  the  boat. 

Then  why  is  Borrelli  talking? 
First,  because  Italians  love  to  talk. 
But  perhaps  he  also  fears  further 
payment  deficits  could  eventually 
bring  worldwide  limits  on  dollar 
convertibility  and  a  crippling  back- 
lash against  foreign  banks  here. 
Self-interest,  after  all,  doesn't  have 
to  be  shortsighted.  ■ 
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Why  Were  Bankers  Warned  That  This  "New  Book  Could  Upset  the  Savings  Applecart"  * 

How  to  Make  Up  to  13  Vi  % 
or  More  on  Your  Savings— 
All  Fully  Insured 

There  are  many  things  banks  don't  like  to  talk  about.  They  don't  like  to  talk  about 
the  fact  that  they  do.  indeed,  pay  interest  rates  of  8%,  10%,  W/2%,  and  often 
more,  to  a  select  group  of  knowledgeable  depositors! 


What's  the  difference  between  these  men  and 
woinen  and  you''  Simply  this— //lo/  ihey  kno^ 
certain  "inside"  techniques  ol  depositing  and 
withdrawing  their  savings  (all  perfectly  legal,  in- 
cidentally) that  you  don't'  And — therefore  they 
earn  two  to  three  limes  as  much  interest  on  those 
savings  as  you  do!  Like  this . . . 

Would  It  Be  Worth  An  Extra  Ten  Minutes 

A  Month  To  You-To  Bring  Home  Two  Or 

Three  Times  As  Many  Dollars  From  Your 

Savings  As  You're  Getting  Today? 

The  procedure  is  simple.  But  to  put  it  to  work 
for  >ou.  tomorrow,  you  have  to  know  these  few 
■■smart-mone>  "  fact-.: 

I.  Most  thrifty  people  in  this  country  today  are 
actually  losing  money  on  their  savings.  The  inter- 
est they  get  from  a  regular  bank  account  is  actu- 
ally >ar  less  than  the  lost  purchasing  power  that 
inflation  cuts  right  out  of  their  savings. 

This  IS  one  of  the  great  social  tragedies  of  our 
lime.  It  means  that  if  you  are  thrifty  and  prudent 
in  this  country  today,  you  are  penalized.  Either 
you  are  driven  to  speculate  in  the  stock  market, 
where  you  can  be  wiped  out  overnight.  Or  you  try 
to  secure  safety  for  your  hard-earned  capital  in  a 
bank — and  watch  inflation  mm  your  dreams  of 
early  retirement  and  financial  independence  into 
dust' 

1.  But  you  iust  don't  have  to  accept  these  two 
tragic  choices  any  longer'  Now  there  is  a  Third 
Way  to  invest  your  money,  that  gives  you  the 
absolute  safety  you  want,  plus  huge  guaranteed 
returns  that  you  may  not  even  have  dreamed  pos- 
sible before. 


*  Read  What  The  Banking 

Industry  Itself  Says 

About  This  Startling  Volume! 

NEW  BOOK  COULD  UPSET 
THE  SAVINGS  APPLECART 

TIGHT  \(0,\EY.  Regulation  Q.  and  the 
much-iouted  Age  of  the  Consumer,  are 
key  ingredients  in  a  flammahte  mixture 
about  to  he  ignited  by  a  hook  which  could 
explode  in  the  face  of  the  commercial 
banking  industry  this  year.  This  says: 

"The  millions  of  people  who  have  saved 
a  few  dollars  in  the  form  of  savings  ac- 
counts and  insurance  have  been  prevented 
from  gaming  any  profit  from  their  invest- 
ment— indeed  they  have  been  forced  to 
accept  real  losses — by  what  amounts  to 
government  agency  fiat.  These  depositors 
have  contributed  more,  perhaps,  to  the 
growth  of  our  economy  than  any  other 
group,  and  it  is  unjust  that  controls  apply 
only  to  intere<\  rates  to  depositors,  while 
there  are  no  controls  over  the  inflationary 
wage  and  price  increases.  Conditions  per- 
mitting this  20  years  of  discrimination 
should  be  changed." 

/  am  quoting  from  a  book,  tilled,  "Don't 
Bank  On  III  How  To  Make  Up  to  13'/2 
percent  and  More  on  Your  Savings — Alt 
Fully  Insured." 

The  book- IS  dedicated  "to  the  members 
of  the  median  income  group,  those  truly 
forgotten  men  whose  savings  deposits  make 
banking,  as  we  know  it,  possible." 

"Don't  Bank  On  It"  may  be  coming  out 
at  an  auspicious  lime,  as  the  general  pub- 
lic is  becoming  more  aware  of  high  inter- 
est rales,  and,  thanks  to  truth  in  lending, 
is  being  conditioned  to  look  at  rates  of  12 
or  18  percent  as  low.  No  doubt  he'll  soon 
recognize  thai  4  or  5  percent  is  peanuts. 
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3.  It  is  based  on  one  simple  fact:  That  most 
depositors  are  completely  passive  about  where  and 
how  they  save  their  money!  They  never  take  the 
one  or  two  hours  that  are  necessary  to  learn  the 
"inside  workings"  of  the  banking  system.  There- 
fore, they  never  even  hear  about  the  "super-sav- 
ings-accounts" that  can  yield  them  far  more  than 
ordinary  interest  on  their  money. 

And,  above  all,  they  have  never  heard  about  the 
simple,  ingenious  techniques  of  "Loophole  Depos- 
iting"! Active,  precisely-timed  deposits  and  with- 
drawals that  take  an  average  of  ten  minutes  of 
your  time  per  month — and  bring  you  back  8%  . . . 
l3'/2%  ..  even  19%  on  every  dollar,  with  exactly 
the  same  total  safety  that  you  get  on  ordinary 
bank  accounts  today! 


You  Do  Only  What  The  Banks  And  Savings 

And  Loan  Associations  Themselves 

ORENLY  PERMIT.  Except  Nov»- 

YOU  DO  IT  A  LITTLE  SMARTER! 

At  this  moment,  in  this  entire  country,  out  of 
the  over  one  hundred  million  people  who  have 
savings  accounts,  only  about  forty  thousand  of 
them  use  these  techniques.  They  are  still  brand- 
new — virtually-unknown.  Only^  now  has  a  book 
been  published  that  reveals  them  to  every  man 
and  woman  who  is  willing  lo  riskanHf  stamp  to 
learn  I  hem! 

The  time  required  to  read  this  book  from  cover 
to  cover  is  approximately  one  weekend.  Or,  if  you 
wish  to  skip  the  banking  background  at  its  begin- 
ning, it  will  take  you  about  an  hour  or  two  to 
learn  these  "Active  Depositing"  techniques  them- 
selves. And  once  you  learn  Ihem,  from  that  mo- 
ment on,  you  will  be  able  lo  exploit  every  legal 
loophole  in  the  entire  banking  system,  including: 

How  to  get  more  than  8%  interest  per  year  as 
an  absolute  minimum,  with  hardly  any  more  work 
than  fllling  out  your  deposit  slip  in  a  different 
way.  And  then  go  from  there  all  the  way  up  to  as 
much  as  19%  to  25%  in  special  situations,  for 
limited  periods! 

How  to  protect  yourself  against  the  possibility 
of  interest  rates  dropping  in  the  future.  So  you're 
guaranteed  the  high  interest  rates  available  to  you 
today,  even  if  tomorrow  your  friends  find  their 
return  on  their  savings  cut  in  half! 

How  to  make  banks  pay  interest  to  you  on 
money  you  don't  ready  even  have  on  deposit — on 
'non-existent  money — on  money  you  have  already 
spent!  (And  the  bank  loves  you  for  it.  Because, 
no  matter  how  much  you  make,  they  make  more! 
Page  143  shows  you  how.) 

Yes,  how  you  can  even  earn  high  interest  on 
your  credit  card!  So  that  you  are  now  earning  in- 
terest on  other  people's  money — and  spending  it 
at  exactly  the  same  lime! 


Special  Warning  Section:  Two  common  mis- 
lakes,  that  unknowingly  trap  thousands  of  deposi- 
tors every  year,  that  could  completely  destroy 
your  savings! 

And  how  to  defer  income  tax  on  the  interest 
you  get.  Two  plans  that  offer  marvelous  tax-shel- 
tered advantages. 

And — let  us  repeat  once  again — all  completely 
protected  by  United  States  Government  Insuring 
Agencies!  With  no  service  charges — no  minimum 
balances — no  legal  technicalities!  Ready  to  go  to 
work  right  now  for  the  investor  with  $500 — or 
$500,000! 

Prove  Every  Penny  Of  It  Yourself- 
EntirelyAtOurRisk! 

The  top  money  men  in  this  country — the  very 
banks  themselves  —  use  these  techniques!  Why 
shouldn't  you?  All  you  risk  lo  learn  them  all  is  a 
6(  stamp  with  the  Coupon  below!  Why  not  send 
it  in — and  start  your  savings  earning  double  and 
triple  interest— 8%  to  J3>/2%  or  more— TODAY! 
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copv(ie$)of  DON'T  BANK  ON  IT.  I 
understand  the  book  is  mine  for 
$8.98  complete.  In  addition,  I  un- 
derstand that  1  may  examine  this 
book  for  a  full  30  days  entirely  at 
your  risk.  If  at  the  end  of  that  lime, 
I  am  not  satisfied,  I  will  simply  re- 
turn the  book  to  you  for  every  cent 
of   my  money  back. 

Enclosed   is    D    check   or    D    money 

order   for   total   of   $ 

New   York   residents   add    sales   tax. 
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Faces  Behind  the  Figures 


Just  Us  (Japanese)  Chickens 

Kentucky  Fried  Chicken,  now  a 
division  of  alcoholic  beverage  firm 
Heublein  Inc.,  learned  two  lessons 
in  Japan.  First,  it  learned  that  Jap- 
anese don't  like  mashed  potatoes 
and  gravy;  they  prefer  french  fries. 
It  also  learned  a  more  basic  les- 
son in  doing  business  with  the  Jap- 
anese. It  was  this:  The  unwritten 
rule  may  be  more  binding  than  the 
written  law. 

KFC  went  into  Japan  two  years 
ago  in  .50-50  partnership  with  Mit- 
subishi Shoji,  the  giant  trading 
corporation.  They  formed  Kentucky 
Fried  Chicken,  Japan,  Ltd.  A  sound 
move:  Everybody  knows  that  the 
smart  way  to  go  into  Japan  is  in 
partnership  with  the  right  locals. 
But  KFC  overlooked  another  as- 
pect of  doing  business  in  Japan. 

For  its  first  few  fast-food  stores, 
KFC  brought  in  American  frozen 
chickens.  These  were  uniform  in 
quality,  they  were  cheap  and  there 
were  no  visible  customs  barriers. 
No  visible  ones.  So  sorry,  though. 
Japanese  customs  inspectors  decid- 
ed that  American  chickens  had  skin 
diseases.  KFC  also  brought  chick- 
en from  Denmark  and  Eastern  Eu- 
rope. So  sorry.  Scandinavian  and 
Communist  chickens  had  skin  di- 
seases, too. 

Weren't  there  any  chickens 
healthy  enough  for  the  finicky  Jap- 
anese? Well,  yes.  KFC's  partner, 
Mitsubishi,  was  in  the  chicken 
and  feed  business.  Mitsubishi 
chickens  were  more  expensive  per- 
haps, but  they  didn't  have  to  pass 
the  customs  inspectors.  An  old  Jap- 
anese hand,  KFC  Japan's  Execu- 
tive Vice  President  Loy  Weston  ac- 
cepted the  facts  of  life. 

Having  learned  them,  Weston, 
42,  has  been  living  very  high  on 
the  drumstick.  In  business  only 
since  the  1970  Osaka  Exposition, 
KFC  Japan  already  has  14  stores— 
in  Tokyo  and  four  other  cities— and 
is  doing  an  annual  volume  of  close 
to  $3  million.  KFC  is  expected  to 
have  a  network  of  300  to  400 
stores  within  the  next  five  years 
and  sales  of  $35  million. 

KFC  prices  aren't  very  much 
cheaper  in  Japan  than  in  the  U.S. 
today.  For  about  90  cents,  the  Jap- 
ane.se  customer  gets  a  couple  of 
chunks  of  fried  chicken,  french 
fries  and  a  roll;  the  U.S.  price  would 
Ix-  about  $1.  But  the  stores  are 
quite   different.    Instead   of   drive- 


Wesfon  of  KFC  Japan 


ins,  in  crowded  Japan  KFC  runs 
mostly  compact  stores  in  central 
locations.  Except  for  menu  and  ad- 
vertising, they  are  indistinguish- 
able from  the  tens  of  thousands  of 
mom-and-pop  restamants  that  dot 
Japanese  cities.  The  KFC  stores  are 
now  all  company-owned,  but  the 
company  also  plans  to  franchise 
future  stores  in  Japan  as  it  does 
in  the  U.S. 

In  catching  the  Japanese  eye, 
Weston  has  shown  a  remarkable 
flair  for  publicity.  He  has  appeared 
more  than  half  a  dozen  times  on 
national  TV,  on  one  occasion 
dres.sed  in  an  apron  and  frying  up 
a  batch  of  Colonel  Sanders'  chick- 
en. He  has  been  on  several  maga- 
zine covers  and  has  a  couple  of 
hundred  newspaper  clippings  in 
his  notebooks.  But  Weston  never 
forgets  where  he  is:  A  typical  KFC 
ground  breaking  for  a  new  KFC 
outlet  includes  a  Buddhist  cere- 
mony. McDonald's,  Dunkin'  Do- 
nuts,  Wimpy's  and  General  Foods 
have  also  gone  after  the  Japanese 


fast-food  market,  but  none  of  them 
yet  with  KFC's  success. 

KFC's  success  won  Weston  a 
promotion  from  managing  director 
to  executive  vice-president  of  the 
KFC  Japan  affiliate,  and  so  at- 
tractive does  the  Japanese  market 
look  that  he  will  continue  spend- 
ing his  full  time  there.  A  native  of 
Port  Hmon,  Mich.,  he  learned 
about  Japan  during  the  Korean 
war  when  he  commanded  an  all- 
Japanese  crew  on  a  U.S.  Anny 
landing  ship.  After  the  war  he 
worked  as  a  salesman  for  Interna- 
tional Business  Machines  Corp., 
joining  KFC  in  1969.  Weston  is  a 
bachelor  and  regards  this  as  one  of 
his  greatest  advantages  in  Japan.  In 
the  male-dominated  Japanese  soci- 
ety, much  business  is  done  over  en- 
tertaining, and  virtually  all  enter- 
taining takes  place  sans  wives. 
"Ninety-nine  percent  of  my  friends 
are  Japanese,"  he  says,  "which 
would  never  happen  if  I  were  mar- 
ried." Weston  knows  more  about 
Japan  than  just  chickens.  ■ 
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The  Bettmann  Archive 


Forbes 
The  Image  Builder 


During  the  year  1971,  FORBES  ranked  second  only 
to  Business  Week  in  the  number  of  corporate  adver- 
tising pages  (general  promotion)  it  carried.  Close  be- 
hind FORBES  in  this  impor- 
tant classification  were 
Newsweek  and  Time  Mag- 
azine. 

But  when  you  consider 
that  three  of  these  top  four 
magazines  are  weeklies, 
then  a  comparison  of  the 
average  number  of  corpo- 
rate pages  each  carried 
per  issue  suggests  that 
FORBES'  ranking  may  be 

even  more  impressive.  Over  36%  of  all  FORBES'  ad- 
vertising pages  during  the  year  were  corporate  pro- 
motion as  compared  with  24%  for  Business  Week, 
14%  for  Time  and  13%  for  Newsweek. 


The   goal   of  corporate  advertising   is  to  create 
goodwill  toward  a  company  in  order  to  establish  a  fa- 
vorable climate  for  the  sale  of  all  its  products  and  ser- 
vices. Naturally,  the  most 


General  Promotion  Advertising 
1971 


Rank 

Magazine 

Ad  Pages 

Average  Pages 
per  issue 

1. 

Business  Week 

713 

14 

2. 

FORBES 

416 

17 

3. 

Newsweek 

396 

8 

4. 

Time 

390 

8 

Source:  Publishers'  Information  Bureau. 


desirable  audience  to  be 
reached  is  the  most  influ- 
ential one. 

FORBES'  superiorability 
to  reach  top  management 
in  America's  largest  com- 
panies has  been  docu- 
mented again  and  again  in 
studies  made  by  the  in- 
dependent research  firm, 
Erdos  and  Morgan,  Inc.  So 
it  follows  that  more  advertising  directed  at  maintain- 
ing or  building  company  images  should  appear  in  the 
issues  of  FORBES.  Because  FORBES  readers  don't 
just  own  American  business.  They  run  it. 


Forbes:  capitalist  tool 


Halliburton  Reports  Another 
Record  \fear„. 


FINANCIAL  HIGHLIGHTS 

1971             1970 

REVENUES  (millions) $1,299.4    $1,057.3 

NET  INCOME  (millbns) 55.9          46.3 

Earnings  per  share $      3.23    $     2.69 

Increase 

23%  ' 

21% 

20% 

Our  35,000 

employees,  working  in  more 

than  70  countries,  are  serving 

the  energy  industries— oil  and 

gas  production,  petroleum 

processing,  marine  pipelining  and 

electric  power  generation.  We  build  metal 

plants,  pulp  and  paper  mills,  bridges,  dams  and 

highways.  Our  insurance,  environmental  control 

and  other  diversified  activities  have  also  made 

valuable  contributions  to  our  record  1971. 

The  accelerating  demands  for  energy  and  for  our  services  t 

many  other  industries  should  continue  to  have  a  favorable 

impact  on  future  operations. 

Our  1971  annual  report  explains  in  considerable  detail  our 

involvement  in  these  various  industries,  and  why  Halliburton 

is  a  billion  dollar  family  of  companies.  We  d  be  happy  to 

send  you  a  copy. 


The  Worldwide  Halliburton  Companies 

Halliburton  Services  Division    ^^^^^^     Brown  &  Root   Inc 
Otis  Engineering  Corporation    ^^^^^^^^     Horn  Construction  Co    Inc 
Wclex  Division    ^^^P^^^^^     Taylor  Diving  &  Salvage  Co 
IMC  Drilling  Mud  Inc     ^^K      f      ^H     Locher  Company 
Jet  Research  Center   Inc     ^H      ■      ^H     Jackson  Marine  Corporation 

FreightMaster  Division    ^^^^^^^^^     Southwestern  Pipe   Inc 
Welex  Electronics  Division    ^^^^^^^^r     joe  D   Hughes   Inc 
Environmental  Control  Division    ^^^^^^^     Highlands  Insurance  Company 
Special  Products  Division  Life  of  the  Southwest 


Inc. 


K^Uihuwtitn  CoMnpanu 

3211   SOUTHLAND   CENTER.    OAllAS.   TEXAS   7S201 

Serving  the  Energy  Industries  Worldwide 


Faces  Behind  the  Figures 


Open  Field? 

Chicago's  Marshall  Field  dynasty 
has  seemed  as  inexorable  as  a  suc- 
cession of  Eg\'ptian  pharaohs. 
Each  heir  has  passed  on  at  least 
intact,  and  still  private,  what  haid- 
nosed  Marshall  Field  I  started 
when  he  left  Massachusetts  in  1856 
to  enter  Chicago  retailing. 

But  Marshall  Field  V,  who  at 
30  has  just  taken  charge  of  the 
famiU  firm.  Field  Enterprises,  is 
something  else.  He  heads  a  21- 
subsidiary,  S200-million-plus  em- 
pire whose  assets  include  two  Chi- 
cago newspapers,  the  Sun-Times 
and  Daily  \ews,  and  the  largest- 
selling  reference  set,  the  World 
Book  Encyclopedia.  (Almost  all 
the  family  stock  in  the  Marshall 
Field  department  store  was  sold 
in  1965.)  Now  apparently  in  total 
command,  he  begins  to  sound  like 
his  great-great-grandfather. 

"I  have  a  fixation  on  net,"  he 
told  Forbes.  In  pursuing  it,  he 
plans  to  pare  some  ill-starred  ac- 
quisitions of  his  father,  notably,  a 
UHF  TV'  station  and  the  Daily 
News,  which  slugs  it  out  with  the 
Tribune  Co.'s  afternoon  paper,  Chi- 


Field  of  Field  Enterprises 

cago  Today.  The  two  papers  lose 
$14  million  a  year;  but  Field  won't 
merge  or  sell  unless  the  Tribune 
does  the  same  with  its  paper. 

The  World  Book  Encyclopedia, 
whose  sales  of  nearly  $190  mil- 
lion make  up  about  60%  of  Field 
Enterprises'  gross,  has  been  sop- 
ping up  the  News'  losses.  Selling 


the  paper  would  help  another  Field 
scheme,  to  take  the  World  Book 
public.  "We'll  do  it,  but  we'll  wait 
for  the  right  market,"  he  says. 

Field  plans  then  to  use  World 
Book  stock  to  add  small  but  prom- 
ising companies  to  Field  Enter- 
prises. "I  don't  care  if  we  get  a 
nail  company  as  long  as  we  can 
apply  something  we  already  know," 
he  says.  Field  has  already  bought 
several  companies  for  cash,  includ- 
ing a  textbook  firm.  And  he  has 
started  Field  Creations,  a  Georgia 
company  that  is  test-marketing 
cosmetics  door-to-door.  As  he  once 
did  with  World  Book,  he  has  tak- 
en the  sales  course  and  has  tried 
pushing  lotions  and  lipsticks  door- 
to-door  himself. 

Field  hopes  to  do  all  this  even 
though  he  doesn't  own  Field  En- 
terprises yet.  Under  his  father's  will, 
most  of  the  stock  is  in  trust  to  be 
divided  when  his  half  brother 
Frederick,   now   19,  reaches  25. 

When  Frederick  does  reach  25, 
Marshall  V  hopes  to  have  some- 
thing bigger  to  divide.  "I  want  to 
build.  I  want  to  grow,"  he  says.  "If 
I  wanted  to  blow  it,  I  just  wouldn't 
come  to  the  office."  ■ 


You  Have  a  Friend  , . . 

Comptroller  of  the  Currency 
William  B.  Camp  has  been  ap- 
pointed to  a  second  fi\e-year  term 
as  the  federal  regulator  of  the  na- 
tional banking  industry,  with  that 
industry's  enthusiastic  support.  And 
no  wonder.  In  his  first  term.  Camp 
approved  506  bank  mergers,  turned 
down  only  one.  With  the  Federal 
Reserve  Board,  Federal  Deposit  In- 
surance Corp.  and  Justice  Depart- 
ment opposing.  Camp  approved  the 
Wells  Fargo-First  Western  merger 
(Forbes,  Feb.  1),  which  Justice 
is  now  challenging.  Camp  author- 
ized national  banks  to  lease  data 
processing  services,  run  travel  agen- 
cies incidental  to  banking  and  sell 
nonbanking-related  insurance. 

But,  you  say,  the  banks  can't  do 
any  of  these  things  today.  That's 
right.  These  Camp  decisions  were 
overturned  by  the  courts.  Critics 
charge  that  Camp  is  too  friendly 
to  banks  for  their  own  good.  A  Jus- 
tice ofiicial,  whose  office  often  chal- 
lenges Camp's  decisions,  feels  the 
banks  might  have  fared  better  in 
at  least  one  of  the  suits  had  not 
Camp  been  so  rigidly  pro-industry. 


The  critics'  point  is  that  Camp's 
lack  of  credibility  has  seriously 
hampered  his  ability  to  muster  sup- 
port for  the  banks  outside  his  office 
walls.  For  example,  says  one  Con- 
gressional aide,  the  Nixon  Admin - 


Currency  Comptroller  Camp 
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istration's  version  of  the  1970  Bank 
Holding  Company  Act  might  have 
stood  a  better  chance  had  not 
Camp  been  proposed  as  one  of 
its  administrators.  Representative 
Wright  Patman's  (Dem.,  Tex.)  bill, 
which  tightly  restricts  bank  diver- 
sification, passed  instead. 

Why,  then,  is  Nixon  reappoint- 
ing this  Johnson  Administration 
holdover?  Because  the  banks  like 
him.  "We  feel  that  Mr.  Camp  has 
served  the  people,  the  economy 
and  the  financial  community  well," 
says  Allen  P.  Stults,  president  of 
the  American  Bankers  Association. 

In  another  context.  Camp  says 
that  "the  banks  must  not  look  at 
just  the  short-run  profit  but  where 
their  actions  will  leave  them  ten 
or  20  years  from  now."  On  that 
point  Wright  Patman  states:  "The 
wild  gyrations  of  the  Comptroller 
of  the  Currency  have  done  much 
to  focus  attention  on  the  need  for 
reform  of  bank  regulation.  When 
reform  does  come,  part  of  the  cred- 
it will  have  to  go  to  Bill  Camp." 
The  proposed  reform  would  put  all 
bank  regulation  under  the  Fed,  in 
which  case  Camp  would  be  the 
last  Comptroller  of  the  Currency.   ■ 
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The  Funds 


Losing  Balance 

Balanced  funds  promised 
safety.  They  fiaven'i 
been  delivering  it. 


Take  your  choice: 

Better  safe  than  sorry. 

Or. 

He  who  risks  nothing  risks  every- 
thing. 

Which  is  correct?  Well,  for  sev- 
eral decades,  balanced  mutual 
funds  were  sold  on  the  first  prem- 
ise: If  you  buy  a  mutual  fund,  buy 
one  that  puts  only  part  of  its  money 
in  the  stock  market.  Alas  for  the 
concept,  however,  the  second  prem- 
ise has  been  the  truer  one.  In  re- 
cent years,  balanced  funds  have 
performed  well  neither  on  the  up- 
side nor  on  the  downside.  By  risk- 
ing little,  their  holders  have  risked 
much:  both  profits  in  rising  mar- 
kets and  safety  in  declining  ones. 

The  results  are  predictable.  Less 
than  a  decade  ago,  30%  of  all  mu- 
tual fund  sales  went  into  balanced 
funds;  recently,  the  figure  was  just 
3%.  Not  that  they're  exactly  dwin- 
dling away:  Investors  Mutual,  a 
balanced  fund,  is  the  world's  larg- 
est, with  assets  of  $2.8  billion; 
Wellington  has  $1.3  billion.  But 
this  says  more  for  investor  inertia 
than  for  the  strength  of  the  concept. 

Balanced  funds,  with  their  mix 
of  stocks,  bonds  and  convertibles, 
represent  the  most  conservative 
fund  concept  of  all.  The  more  spec- 
ulative common  stock  funds  are 
based  on  the  not  always  correct 
assumption  that  investors  have  put 
aside  other  funds  into  savings 
which  would  represent  the  consei- 
vati\e  bond  part  of  a  balanced 
portfolio. 

Ideally,  the  strength  of  balanced 
funds  should  be  that  when  bonds 
fall,  stocks  will  hold  or  rise  and  vice 
versa.  Thus  capital  should  be  con- 
ser\  ed,  income  generated  and  some 
appreciation  obtained  without  un- 
due risk.  If  another  depression  oc- 
curred, l)alanced  funds  presumabK 
would  hold  up  best,  relatively 
speaking.  That's  why  balanced 
portfolios  used  to  be  the  most  pop- 
ular fund  type.  But  as  the  antici- 
pated post- World  War  II  depres- 
sion failed  to  materialize,  the  whole 
concept  of  balanced  funds  came 
under  fire.  Most  management  com- 
panies put  emphasis  on  selling  oth- 
er kinds  of  funds.  In  1964  Johnston 


Mutual  Fund  even  shifted  from 
being  a  balanced  fund  to  a  growth 
stock  fund. 

Have  balanced  funds  in  general 
preserved  capital  and  performed 
well?  Not  really.  The  oldest  and 
second-largest  balanced  fund,  $1.3- 
billion  Wellington  Fund,  entered 
1972  with  a  realized  tax  loss  of 
$126  million.  This  means  that 
Wellington  has  to  realize  that 
amount  of  profits  before  it  pays  any 
further  capital  gains  to  its  share- 
holders. It  also  means  that  an  in- 
vestor would  have  been  much  bet- 
ter off  in  a  savings  bank  instead  of 
paying  an  8.5%  load  charge  to  go 
into  most  of  these  balanced  funds. 

John  Bogle,  president  of  Well- 
ington Management  Co.,  guesses 
that  its  S126-million  loss  was  split 
about  50%  from  common  stocks  and 
50%  from  senior  securities.  "The 
conservative    balanced    fund    such 


superior  performer;  in  Forbes 
latest  Mutual  Fund  Survey  it  rated 
a  superior  A  in  up  markets,  vs.  a 
poor  D  for  Wellington. 

Other  balanced  funds  have  other 
methods  to  tiy  spnacing  up  theii- 
performance.  Whitehall  Fund 
ranks  a  fine  B  in  both  up  and 
down  markets  in  the  latest  Forbes 
Mutual  Fund  Survey.  Five  years 
ago  Whitehall  decided  to  depend 
on  the  bond  and  senior  securities 
part  of  the  balanced  fund  to  pro- 
duce all  the  income  and  to  con- 
centrate on  growth  stocks  in  the 
equity  section  rather  than  income 
stocks  such  as  Wellington  stuck 
with.  Stein  Roe  &  Famham's  no- 
load  balanced  fund  and  Super- 
vised Investors  Income  Fund  also 
follow  this  growth  stock  policy. 

However,  the  concentration  on 
growth  stocks  appears  to  violate  a 
balanced  fund's  first  and  most  im- 


"Performance  on  the  upside  has  been  inferior, 
and  on  the  downside  hasn't  been  much  better. " 


—John  C.  Bogle 


as  Wellington  relied  heavily  on 
classic  blue  chips  like  du  Pont  and 
AT&T,  which  have  not  performed 
anywhere  near  as  well  as  the  mar- 
ket in  total,"  he  says.  "Performance 
on  the  upside  has  been  inferior, 
and  on  the  downside  hasn't  been 
much  better." 

And  what  about  the  bond  sec- 
tion of  the  portfolio  that  was  sup- 
posed to  give  balanced  funds  more 
downside  stability?  For  example, 
over  the  entire  decade  of  the  Six- 
ties, which  saw  two  sharp  stock 
market  declines,  bonds  were  falling 
drastically  as  yields  went  from 
3.5%  to  8.5%.  "Bonds  have  not 
turned  out  to  be  the  anchor  to 
windward  the  old-timers  used  to 
call  them.  Instead,  they  have  been 
a  drag,"  Bogle  says.  Last  year 
Wellington  had  redemptions  of 
$101  million,  vs.  an  inflow  of  only 
$38  million,  including  dividend  re- 
investment. 

It  is  greatly  to  Bogle's  credit  that 
Wellington  Management  Co.  hasn't 
been  more  seriously  hurt.  Since  he 
took  over  in  1967,  Wellington  has 
pushed  heavily  into  stock  funds, 
which  it  previously  neglected.  Its 
Windsor  Fund  now  has  assets  of 
more  than  $500  million  and  its 
I\est  Fund  more  than  $300  mil- 
lion.  Ivest,   moreo\'er,  has  been   a 


portant  principle,  conservation  of 
capital.  Growth  stocks  are  most 
volatile.  This  explains  why  Stein 
Roe  &  Farnham's  Balanced  Fund 
ranks  A  in  up  markets  but  F  in 
dowai.  Stable  funds  aren't  supposed 
to  act  that  way. 

Balanced  funds  also  have  lost 
popularity  among  investors  who 
want  to  maximize  current  income. 
They  can  do  better  in  income 
funds  which  aim  for  a  high  current 
yield  \\'ithout  worrying  too  much 
about  appreciation.  For  instance. 
Colonial  Income  Fund  yields  al- 
most 7%  by  putting  82%  in  bonds, 
another  5%  in  convertible  bonds, 
5%  in  preferred  stock  and  4%  in 
high-yielding  common  stocks.  In 
contrast,  most  balanced  funds  av- 
erage around  4%,  because  they 
have  only  25%  to  35%  in  bonds. 

So  balanced  funds  have  little 
appeal  in  today's  investment  cli- 
mate. As  a  group,  they  should  con- 
tinue to  shrink.  Perhaps  this  is  only 
right.  After  all,  the  basic  idea  of  a 
mutual  fund  is  to  give  an  investor 
participation  in  the  growth  of  the 
economy.  And  that's  what  you 
can't  possibly  get  from  bonds.  In 
diluting  the  basic  mutual  fund 
principle,  the  balanced  funds  have 
not  sened  their  investors  particu- 
larlv  well.  ■ 
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Hey,  J.Walter  Thompson! 

Some  of  the  most  important  executives  you  know  run  these  companies: 


Alcan  Aluminum  Corp. 
Bausch  &  Lomb 
Campbell  Taggart  Inc. 
Champion  Spark  Plug  Co. 
Chicago,  Milwaukee,  St.  Paul 

and  Pacific  RR  Co. 
Congoleum  Industries,  Inc. 
Eastman  Kodak  Co. 
Eaton  Corp. 
Eli  Lilly  and  Co. 
Fiberboard  Corp. 

(Trimont  Land  Co.) 
Ford  Motor  Co. 
R.  T.  French  Co. 
The  Garrett  Corp. 
The  Gillette  Co. 
Theodore  Hamm  Co. 
Hart,  Schaffner  &  Marx 
Holiday  Inns  Inc. 
Johnson  &  Johnson 
Kellogg  International 
Kraftco  Corp. 
Lever  Brothers  Co. 
Liggett  &  Myers  Inc. 


Ling-Temco-Vought,  Inc. 

(Altec  Lansing) 
Marlennan  Corp. 
Mars,  Inc. 

(Uncle  Ben's,  Inc.) 
Oscar  Mayer  &  Co. 
McDonnell  Douglas  Corp. 
McGraw-Edison  Co. 

(Thomas  A.  Edison  Industries) 
Meredith  Corp. 
Miles  Laboratories 
Outboard  Marine  Corp. 

(Johnson  Motors  Div.) 
Pan  American  World  Airways,  Inc. 
Phillips  Petroleum  Co. 
Quaker  Oats  Co. 
RCA 

RJR  Foods,  Inc. 
Reader's  Digest  Assn.,  Inc. 
Revlon,  Inc. 

(USV  Pharmaceutical  Corp.) 
Rorer-Amchem,  Inc. 

(William  H.  Rorer,  Inc.) 


Scott  Paper  Co. 

Joseph  E.  Seagram  &  Sons 

(Browne-Vintners  Co. 

General  Wine  and  Spirits  Co.) 
Sears  Roebuck  &  Co. 
ServomatJon  Corp. 

(Red  Barn  System,  Inc.) 
The  Seven-Up  Co. 
The  Singer  Co. 
Sperry  Rand  Corp. 

(New  Holland  Div.) 
Squibb  Beech-Nut,  inc. 
Standard  Brands,  Inc. 
Sunbeam  Corp. 

(Sunbeam  Appliance  Co.) 
Teledyne,  Inc. 

(Teledyne  Aqua  Tec) 
Texas  Gas  Transmission  Corp. 
Textron  Inc. 
Warner-Lambert  Co. 
Washington  Gas  Light  Co. 
Western  Gear  Corp. 


And  what  do  they  read  most?  Here's  what  they  told  Erdos  and  Morgan:* 

QUESTION  1:  Please  check  below  those  magazines  you  read  regularly  (at  least  3  out  of  4  issues). 
Magazine  No.  % 


FORBES 

426 

67.5 

BusinessWeek 

341 

54.0 

Time 

334 

52.9 

Fortune 

276 

43.7 

Newsweek 

203 

32.2 

U.S.  News  &  World  Report 

194 

30.7 

None  specified 

19 

3.0 

If  you  have  checked  more 

than  two  of  the  above 

magazines, 

most  thoroughly? 

FORBES 

267 

42.3 

BusinessWeek 

232 

36.8 

Time 

227 

36.0 

Fortune 

135 

21.4 

U.S.  News  &  World  Report 

106 

16.8 

Newsweek 

100 

15.8 

Not  stated 

47 

7.4 

Now  it's  likely  that  all  the  officers  of  these  important  J.  Walter  Thompson  Co.  clients  receive  all  six  of  these 
magazines  regularly.  But  it's  what  they  read  that  matters— not  what  they  get. 

So  if,  on  behalf  of  your  clients,  you  want  to  know  the  most  economical  and  best  way  to  reach  top  execu- 
tives, don't  you  think  a  survey  of  the  reading  habits  of  the  top  men  among  your  top  clients  constitutes  a 
convincing  assortment? 


FORBES  readers  don't  just  own  American  business. 
They  run  it. 


Forbes:  capitalist  tool 


'Seven  out  of  ten  corporate  officers  in  these  companies  responded  to  a  two-question  survey  conducted  during  December 
1971  and  January  1972  by  the  independent  research  firm  of  Erdos  and  Morgan,  Inc.  The  study  included  all  J.  Walter 
Thompson  clients  (or  their  parents)  reporting  annual  revenues  of  $100,000,000  or  more  (excluding  banks  and  insurance 
companies).  Of  a  net  mailing  to  937  corporate  officers  (including  all  chairmen,  presidents,  vice-presidents,  secretaries, 
treasurers  and  comptrollers),  631  or  67.3%  responded. 


This  aniioiniconent  is  under  no  circumstances  to  be  construed  as  an  offer  to  sell  or  as  a  solicitation  of  an  offer  to  buy 
any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE 


February  8,  1972 


4,270,152  Units 

Commonwealth  Edison  Company 

4,270,152  Shares  of  Common  Stock 

(par  value  ^12.50  per  share) 

with  Warrants  to  Purchase  4,270,152  Shares  of  Common  Stock 

The  Company  is  offering  its  Common  stockholders  the  right  to  subscribe  for  the  above  securities.  Common  stockholders  of  record 
at  4:00  P.M.,  Chicago  Time,  on  February  1,  1972  will  receive  the  right  to  purchase  one  share  of  additional  Common  Stock, 
par  value  $12.50  per  share,  and  one  Warrant  for  each  ten  shares  of  Common  Stock  held,  as  more  fully  set  forth  in  the  Prospectus. 

The  Subscription  Offer  will  expire  at  4:00  P.M.,  Chicago  Time,  on  February  18,  1972. 


Subscription  Price  ^45  Per  Unit 

During  and  after  the  subscription  period,  the  Underwriters  may  offer  and  sell  Units, 
shares  of  Common  Stock  or  Warrants,  as  more  fully  set  forth  in  the  Prospectus. 

Copies  oj  the  Prospectus  may  be  obtained  in  any  State  in  ivhich  this  announcement  is  circulated  from  only 
such  oj  the  undersigned  or  other  dealers  or  brokers  as  may  lawfully  offer  these  securities  in  such  State. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incnrporatod 


Halsey,  Stuart  &  Co.  Inc. 


Kuhn,  Loeb  &  Co. 


duPont  Glore  Forgan 

Incorporated 

A.  G.  Becker  &  Co.      Drexel  Firestone      Eastman  Dillon,  Union  Securities  &  Co.      Hornblower  &  Weeks-Hemphill,  Noyes      Kidder,  Peabody  &  Co. 

InC(>r|)orated  Incorporated  Incorporated  Incorporated 

Lazard  Freres  &  Co.         Loeb,  Rhoades  &  Co.        Paine,  Webber,  Jackson  &  Curtis        Salomon  Brothers        Stone  &  Webster  Securities  Corporation 

Incoiporiited 

Wertheim  &  Co.         White,  Weld  &  Co.         E.  F.  Hutton  &  Company  Inc.         Reynolds  Securities  Inc.         Shearson,  Hammill  &  Co. 

Incorporated  Incorporated 

A.  B.  N.  Corporation  Basle  Securities  Corporation  Bear,  Stearns  &  Co.  Burnham  &  Company  Inc.  CBWL-Hayden,  Stone  Inc. 

Clark,  Dodge  &  Co.         The  Daiwa  Securities  Co.  America,  Inc.         Dominick  &  Dominick,         Equitable  Securities,  Morton  &  Co.         Robert  Fleming 

Incorporated  Incorporated  Incorporated  Incorporated 

Hallgarfen  &  Co.      Hill  Samuel  Securities      W.  E.  Hutton  &  Co.      Ladenburg,  Thalmann  &  Co.      F.  S.  Moseley  &  Co.      The  Nikko  Securities  Co. 

Corporation  International.  Inc. 

Nomura  Securities  International,  Inc.  Paribas  Corporation    R.W.  Pressprich  &  Co.    The  Robinson-Humphrey  Company,  Inc.  L  F.  Rothschild  &  Co. 

Incorporated 

Shields  &  Company  F.  S.  Smithers  &  Co.,  Inc.  Swiss  American  Corporation  Spencer  Trask  &  Co.  Tucker,  Anthony  &  R.  L.  Day 

Incorporated  Incorporated 

UBS-DB  Corporation  G.  H.  Walker  &  Co.  Walston  &  Co.,  Inc.  Wood,  Struthers  &  Winthrop  Inc.  Yamaichi  Securities  Company 

Incorporated  of  New  York.  Inc. 

A.  E.  Ames  &  Co.     Arnhold  and  S.  Bleichroeder,  Inc.     Bacon,  Whipple  &  Co.     William  Blair  &  Company     Blunt  Ellis  &  Simmons     Alex.  Brown  &  Sons 

Incorporated  "^  Incorporated 

F.  Ebersladt  &  Co.,  Inc.     Edwards  &  Hanly     Estabrook  &  Co.,  Inc.     Faulkner,  Dawkins  &  Sullivan     Harris,  Upham  &  Co.     Mitchell,  Hutchins  &  Co- 

Securities  Inc.  Incorporated  Incorporated 

New  York  Hanseatic  Corporation  John  Nuveen  &  Co.  Wm.  E.  Pollock  &  Co.,  Inc.  Riter,  Pyne,  Kendall  &  Hollister  Roosevelt  &  Son 

Incorporated  Incorporated 

Suez  American  Corporation  Thomson  &  McKinnon  Auchincloss  Inc.  C.  E.  Unterberg,  Towbin  Co.  Weis,  Voisin  &  Co.,  Inc. 


Wood  Gundy  Incorporated 


Robert  W.  Baird  &  Co. 

Incorporated 


Ball,  Burge  &  Kraus 


Boeltcher  and  Company 


Bateman  Eichler,  Hill  Richards 

Incorporated 

J.  C.  Bradford  &  Co.,      Bruns,  Nordeman  &  Co.      Butcher  &  Sherrerd      The  Chicago  Corporation      Crowell,  Weedon  &  Co.      Dain,  Kalman  &  Quail 

Incorporated  °  "^  T,,,-.,,.,^,,..^ 

R.  S.  Dickson,  Powell,  Kistler  &  Crawford  Eppler,  Guerin  &  Turner,  Inc.  First  Manhattan  Co. 

Halle  &  Stieglilz,  Inc.  H.  Hentz  &  Co.,  Inc.  Johnston,  Lemon  &  Co.  Kohlmeyer  &  Co.  Legg  Mason  &  Co.,  Inc. 


Incorporated 

First  of  Michigan  Corporation 
Loewi  &  Co. 

Incorporated 

McDonald  &  Company  Mcleod,  Young,  Weir,  Milchum,  Jones  &  Templeton  Model,  Roland  &  Co.,  Inc.  The  Ohio  Company 

Incorporated  Incorporated 

Piper,  Jaffray  &  Hopwood  Prescott,  Merrill,  Turben  &  Co.  Putnam,  Coffin,  Doolitlle,  Newburger  Rauscher  Pierce  Securities  Corporation 

Incorporated  DlvlsloA  of  Advest  Co. 

Rotan,  Mosle-Dallat  Union,  Inc.    Shuman,  Agnew  &  Co.,  Inc .   Singer,  Deane  &  Scribner   Stern  Brothers  &  Co.    Sulro  &  Co.    Wheat,  First  Securities,  Inc. 

Incorporated 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering *> 
(Dept  ol  Commerce  latest  ttiree  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building''  (Dept.  ol 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 
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MARKET  COMMENT 

By  L  0.  Hooper 


The  Public  Be  Pleased 


The  public  (private  investors)  always 
have  owned  more  stocks  than  the  in- 
stitutions. Otherwise  there  would  not 
be  some  32  million  holders  of  record 
in  America.  For  the  past  two  or  three 
years,  however,  it  has  been  commonly 
said  in  Wall  Street  that  more  than 
half  of  all  trading  has  been  for  the  ac- 
counts of  mutual  funds,  the  banks 
and  the  insurance  companies.  Indeed, 
statistics,  such  as  they  are,  have  been 
compiled  to  show  that  institutions  have 
been  accounting  for  50%,  60%  and 
even  more  of  the  total  trading  in 
stocks.  The  public  has  not  been  as 
active  as  the  institutions  until  recently. 
For  the  past  four  months  the  per- 
centage of  trading  done  by  individuals 
has  constantly  increased.  For  the  first 
time  in  years,  I  believe,  the  stock 
market  is  less  than  50%  institutional. 

Brokerage  houses  actually  are  seek- 
ing public  business,  business  which 
only  a  year  ago  was  regarded  as  "un- 
profitable." There  are  several  good 
reasons  for  this.  One  is  that  the  aver- 
age ticket  (commission  per  order)  is 
bigger;  there  are  more  500-share  and 
1,000-share  orders,  and  comparatively 
less  odd-lot  and  100-share  orders.  An- 


Mr.  Hooper  is  associated  with  tlie  New  York  Stock 
Exchange  firm  of  W.E.  Hutton  &  Co. 


other  is  that  the  more  seasoned  use  of 
the  computer  in  processing  business 
has  kept  the  increase  in  cost  per  trans- 
action very  small,  if  at  all,  as  volume 
rises.  This  was  not  always  true  in 
pre-computer  years  when  it  was  nec- 
essary to  hire  so  much  more  help  as 
volumf  increased. 

Also,  much  lower,  and  the  promise 
of  still  lower,  commissions  per  share 
on  large  negotiated  commission  or- 
ders has  disillusioned  brokers  about 
the  desirability  of  institutional  busi- 
ness. The  handwriting  is  on  the  wall 
that  such  business  is  getting  more 
expensive  to  obtain  and  less  profitable 
to  process.  Again,  the  Wall  Street 
salesman  is  slowly  beginning  to  realize 
that  a  more  or  less  steady  flow  of 
many  smaller  orders  is  more  comfort- 
able than  a  few  big  orders  far  apart. 
Moreover,  the  registered  representative 
(salesman)  can  really  feel  that  he 
"owns"  an  individual  account  while 
no  one  "owns"  an  institutional  ac- 
count. Individual  clients  have  a  per- 
sonal loyalty  which  institutional  cli- 
ents hardly  ever  feel. 

Then,  too,  the  quality  of  individual 
accounts  has  improved.  There  are 
more  cash  accounts  and,  in  relation  to 
volume,  fewer  margin  accounts.  Fur- 


thermore, most  larger  margin  accounts 
are  in  good  financial  shape.  Because 
individuals  have  not  had  as  big  a 
turnover  in  late  years  as  the  funds 
and  other  "managed"  accounts,  I  sus- 
pect that  individuals  have  done  bet- 
ter than  institutions,  although  this 
would  be  difficult  to  document. 

Of  course,  a  registered  representa- 
tive worries  more  about  the  perfor- 
mance of  an  individual  than  the  per- 
formance of  an  institution  that  gives 
him  an  occasional  order,  and  certainly 
more  work  is  involved  in  servicing  a 
clientele  of  individuals.  On  the  other 
hand,  commissions  are  not  shared  with 
the  institutional  research  department 
or,  at  any  rate,  the  salesman's  per- 
centage share  of  individual  commis- 
sions tends  to  be  larger  than  his  per- 
centage on  institutional  business.  Con- 
sequently, more  and  more  former  in- 
stitutional salesmen  are  welcoming  and 
even  seeking  individual  investors  with 
whom  to  do  business.  The  individual 
no  longer  need  feel  that  he  is  only  be- 
ing "accommodated"  when  he  wants 
to  buy  and  sell  securities. 

Profits  at  last 

The  big  reason  why  individuals  are 
becoming  more  interested  in  buying 
and  seUing  stocks  is  that  at  long  last 
they  are  operating  profitably.  For  sev- 
eral years  the  stock  market  was  an 
unprofitable  servant.  Other  than  an 
occasional  bit  of  good  fortune,  inves- 
tors were  not  making  money.  So  most 
of  them  made  few  new  purchases  or 
changes.  Since  last  November,  a  much 
larger  percentage  of  trades  has  been 
profitable,  or  has  resulted  in  the  ac- 
crual of  profits   which  have   not  yet 


FORBES,   MARCH    1,    1972 


69 


Do  you 

know 


that  you  can  retain  the  services  of  your 
own  unbiased  Investment  Consultant  for 
only  $180  a  year? 

Do  you  know  that  this  man  is  a  member 
of  an  organization  which  for  over  60  years 
has  been  helping  people  manage  their 
investment  portfolios? 

Do  you  know  that  as  a  Babson  client 
you  would  also  receive  a  complete  estate 
and  portfolio  analysis,  continuous  super- 
vision of  your  registered  securities,  spe- 
cific buy,  hold  and  sell  advice  and  the 
famous  weekly  Investment  and  Barometer 
Letter. 

If  your  portfolio  amounts  to  $7,500  or 
more,  we  may  be  able  to  be  of  great 
benefit  to  you.  Simply  mail  this  coupon  for 
our  free  brochure  which  will  explain  in 
detail  just  how  Babson's  might  be  able 
to  help  you  make  your  money  growl 


Natne_ 
Street. 
City_ 


-State. 


.Zip_ 


BABSOIV'S  REPORTS   Inc. 

Wellesley  Hills,  Mass.  02181  DEPT.  F-339 


WEEKLY   P&F 
CHART  BOOK 

ON 

BREAKOUT 

STOCKS  Printed  by 

Electronic  Computer 

See  where  the  real  action  is— with  charts 
on  all  NYSE  &  ASE  common  stocks  that 
have  had  an  upside  or  downside  breakout 
during  the  past  week.  Posted  thru  Wednes- 
day, printed  by  electronic  computer, 
mailed  first  class  each  Thursday.  You  may 
receive  a  few  dozen  or  several  hundred 
charts,  depending  on  the  number  of  break- 
outs that  particular  week. 
4-week  trial  subscription  plus  Bonus  Meth- 
od Book  is  only  $12.50.  Send  check  today 
to: 

CHARTCRAFT,   Inc.,   oept.  F-m, 

1  West  Ave.,  Larchmont,  N.Y.  10538 

A'.y.  Slair  ndil  npflirabU  tax.   N.Y.  City  aid  7%  tax. 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


ABRAHAM  &CO. 

Members  New  York  Slock  Exchante .  Inc. 

and  olher  leading  Exchanges 

1?0  Broadway,  New  York,  N.  Y.  10005 


been  registered.  There's  no  place  in 
the  world  where  success  breeds  suc- 
cess—and greed— more  rapidly  than  in 
the  stock  market. 

In  the  last  issue  I  touched  on  some-,. 
thing  else  that  is  making  individuals 
more  willing  to  buy  stocks.  Huge 
budget  deficits,  on  which  there  has 
been  so  much  ominous  publicity  of 
late,  have  driven  home  the  obvious 
fact  that  federal  financial  policies  are 
highly  inflationary,  making  cold  cash 
worth  less  and  less  in  all  markets. 
Stock  prices  may  be  statistically 
"high"  on  the  basis  of  standards  pre- 
vailing ten  or  20  years  ago,  but  stocks 
look  more  attractive  than  cash— and 
there  is  lots  of  cash  that  looks  more 
and  more  like  confetti. 

So  the  public  interest  in  stocks  is 
once  more  growing,  which  means  that 
the  "demand  factor"  in  the  stock  mar- 
ket is  stronger  and  stronger,  and  there- 
fore more  bullish.  Incidentally— but  an 
important  factor— this  larger  public  in- 
terest is  making  for  better  markets  for 
the  institutions.  They  are  no  longer 
so  heavily  engaged  in  buying  and 
selling  from  one  another  or  "taking  in 
each  other's  washing."  The  smaller 
public  interest  in  trading  in  late  years 
has  worried  people  who  think  in  terms 
of  the  liquidity  of  the  market.  More 
public  activity  eases  this  worry. 

But  for  all  of  this,  the  stock  market 
is  getting  to  be  an  easier  mart  in 
which  to  speculate  than  to  invest. 
That  is  because  of  the  always  in- 
creasing tendency  of  so  many  to  think 
in  terms  of  where  a  stock  may  sell 
rather  than  in  terms  of  what  it  is 
worth.  When  the  beloved  Jimmy 
Hughes  was  writing  market  letters,  he 
once  observed  that  "what  this  market 
needs  is  a  psychiatrist  rather  than  an 
analyst."  That  comment  may  be  made 
now  with  greater  emphasis  than  in 
Jimmy's  active  days. 

This  paragraph  is  not  intended  as 
advice  to  sell  your  "growth"  stocks. 
In  this  atmosphere,  very  few  people 
will  be  weaned  away  from  them  just 
because  they  are  selling  at  a  high 
price/earnings  ratio.  It  is  an  acknowl- 
edged fact  that  this  generation  will 
pay  most  any  P/E  ratio  for  a  con- 
sistently rising  trend  in  earnings,  and 
very,  very  little  for  absolute  earnings. 
All  you  have  to  do  is  to  look  at  the 
P/'E  ratios  of  such  success  companies 
as  Avon  Products  (106),  Xerox  (133), 
Black  &  Decker  (88),  Skyline  (57), 
International  Business  Machines 
(372),  Warner-Lambert  (85),  Min- 
nesota Mining  (138),  Honeywell 
(155),  Burroughs  (153),  Internation- 
al Flavors  &  Fragrances  (57),  Kresge 
(99)  and  Coca-Cola  (122)  to  name 
a  few  to  see  what  I  am  driving  at. 
Buyers  and  holders  look  at  the  excel- 
lent  trend   in   the   earnings   of   these 


companies  and  don't  worry  a  bit  about 
30  times  to  60  times  earnings  per 
share.  The  absolute  earnings  don't 
matter.  It's  the  trend. 

With  stocks  acting  better,  there  is 
less  interest  in  bonds.  Some  people 
who  bought  bonds  to  yield  9%  or  so< 
in  1970  are  now  tempted  to  take  the 
7%  to  12%  profits  that  have  accrued 
and  switch  into  stocks.  Of  course,  the 
yield  cannot  be  duplicated  as  high 
grades  are  still  offering  a  yield  of  1% 
±0  7%%  even  on  the  basis  of  present 
prices.  Many  thoughtful  people,  how- 
ever, realize  that  these  high  bond 
yields  are  somewhat  fictitious,  be- 
cause the  buying  power  of  the  prin- 
cipal is  dropping  to  offset  perhaps 
half  or  more  of  the  income. 

Spread  the  Risk 

Some  people  have  been  doing  well 
lately  in  highly  speculative  low-priced 
stocks  of  the  type  one  is  not  especially 
proud  to  own.  If  you  play  with  such 
issues,  I  would  suggest  that  you  buy 
a  "package"  of  five  or  seven  or  ten 
rather  than  concentrate  in  just  one  or 
two.  In  many  of  these  issues  you  pray 
(or  gamble)  rather  than  invest  on  the 
basis  of  values. 

Unfavorably  warm  winter  weather 
in  Europe  as  well  as  in  America  will 
be  reflected  in  the  first-quarter  earn- 
ings of  the  international  oils,  and 
may  provide  a  little  better  opportu- 
nity to  buy  these  attractive  invest- 
ment vehicles.  ...  I  am  suggesting 
once  more  the  purchase  of  the  alumi- 
num shares  on  the  theory  that  there 
will  be  a  gradual  improvement  in 
prices  for  the  metal  and  for  fabricated 
aluminum  this  year.  My  favorites  are 
Aluminum  Company  of  America  (44) 
and  Alcan  (20).  .  .  .  Arvin  Industries 
(33)  is  still  my  favorite  antipollution 
stock.  The  company  is  almost  sure  to 
profit  from  the  attempt  to  reduce  auto 
fumes  because  of  its  outstanding  po- 
sition in  exhaust  devices,  and  it  does 
not  make  too  much  difference  which 
firm  makes  the  chemicals.  The  stock 
is  probably  worth  its  present  price 
even  without  the  pollution  control 
possibilities.  .  .  . 

The  airlines  have  had  a  large  ad- 
vance since  last  fall,  but  probably  are 
not  a  sale  item  yet.  All  of  them  have 
highly  leveraged  capitalizations,  and 
lower  costs  plus  more  traffic  should 
make  for  some  fancy  per-share  earn- 
ings for  the  next  two  quarters.  ...  I 
like  Cox  Cable  Communications  (32) 
as  a  logical  CATV  stock.  Chile  is  still 
a  factor  in  the  copper  situation.  The 
Communist  government  down  there  is 
not  doing  too  well  operating  the  con- 
fiscated copper  mines.  If  it  does  not 
get  some  capitalistic  help,  world  cop- 
per production  may  go  down.  I  would 
not  be  bearish  on  the  copper  shares.  ■ 
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COMPANY 


RECOMMENDED 
Date  Price(l) 


Price 
2-11-72 


%  Gain 
—  Loss 


NEW  YORK  STOCK  EXCHANGE 
Automatic  Data  Proc    ....    9-10-66 

Cap.  Cities  Brdcstg 3-5-65 

Eckerd,  Jack 9-10-66 

Fleetwood  Enterprises    .  .  .    11-22-67 
Handleman  Company  ....   4-6-66 

(2)Heubiein 10-5-66 

Hunt  Chemical 10-31-66 

Longs  Drug  Stores 10-21-66 

Marion  Laboratories 8-2-66 

Masco  Corporation 1-22-65 

National  Chemsearch    ....    12-8-66 

(3)Penney,  J.  C 12-24-66 

Pickwick  International    .  .  .   7-2-65 

(4)Revco  Drug  Stores 11-9-66 

Rockower  Brothers 9-19-68 

Texas  Oil  &  Gas 6-10-65 

Unishcps 1-22-65 

VCA  Corporation     1-22-65 

AMERICAN  STOCK  EXCHANGE 

Ames  Dept.  Stores 11-4-66 

Bankers  Utilities  Corp.  .  .  .    11-11-70 

Carolina  Pipeline 3-5-65 

Circle  K  Corp 8-19-66 

Delta  Corp.  of  America  .  .  .   8-25-71 

Earl  Scheib 7-15-70 

Edmos  Corporation 8-12-70 

Fabri-Centers  America    .  .  .    11-26-69 

Family  Dollar  Stores 2-11-70 

First  S  &  L  Shares 2-10-72 

General  Battery 7-29-71 

Golden  West  Mob. Homes.  .   9-15-69 

Greenman  Brothers 9-19-68 

|5)Harland,  John  H 10-29-70 

Heck's 8-4-67 

Her  Majesty  Industries    .  .  .   5-13-71 

House  of  Fabrics 3-16-68 

Jamesway  Corporation  .  .  .   3-20-69 
Jeannette  Corporation    .  .  .   8-28-69 

Kaneb  Services 11-24-70 

Kenwin  Shops 5-10-67 

Mobile  Home  Industries    ..    11-11-71 
Multi-Amp  Corporation.  .  .    7-11-67 

New  Process  Co 7-29-70 

Ponderosa  System 12-10-69 

Presley  Development    ....   3-11-70 

Sky  City  Stores 10-29-69 

Standard  Motor  Prod    ....    11-11-70 

Superscope 12-2-66 

OVER   THE  COUNTER    (Bid  Prices  O 

Aceto  Chemical 6-10-70 

Affiliated  Bankshares  Colo  .  4-14-71 

American  Financial 1-27-71 

Barclay  Industries 12-8-71 

Barnes-Hind  Pharm 10-31-66 

Best  Products 2-11-71 

Beverage  Canncrs 12-3-69 

BI-LO 7-15-71 

Brenco 1-22-65 

Central  Banking  System    ..   2-24-7] 
Champion  Parts  Rebuilders    1-27-71 

Clevepak 6-26-69 

Coca-Cola  Sot.  Midwest    .  .   9-8-71 

Crown  Auto  Stores 6-10-71 

Dart  Drug     6-25-70 

Discount  Fabrics 5-14-70 

|6)Dollar  General 8-6-69 

Dougherty  Brothers 2-13-68 

Fifth  Avenue  Cards 11-20-68 

(6)Food  Town  Stores 9-9-71 

Furr's  Cafeterias 8-25-71 

Hach  Chemical 8-6-69 

Hollymatic  Corporation    .  .   9-24-69 

Kiddie  Products 4-29-70 

Lawson  Products 10-15-70 

Liberty  Homes 6-24-71 

MacDermid 12-21-66 

Macks  Stores 10-14-71 

Margo's  LaMode 4-14-71 

Minnesota  Fabrics 11-24-70 

Pay  Less  Drug 2-11-70 

Pioneer  Metals 1-28-70 

Powers  Regulator 12-30-70 

Programming  Methods    .  .  .   6-18-69 
Ragen  Precision  Industries  .    10-20-66 
Republic  Powdered  Mtis  .  .    1-13-71 

RLI  Corporation 5-27-70 

Riekes,  S.,  &  Sons 3-10-71 

San/Bar  Electronics 6-11-70 

Security  Plastics 9-29-71 

Seven-Up 4-30-70 

Standun 12-23-69 

Sunshine-Jr.  Stores     11-24-71 

Transohio  Financial 10-28-71 

United  Inns 3-20-67 

Van  Schaack 12-8-71 

Volume  Shoe 4-9-69 

Walls  Industries 7-15-70 

Waxman  Industries 6-9-71 

Winn's  Stores 7-29-70 

Wright,  Wm.  E 12-3-69 
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9  3/8 


85  3/4 
53  1/4 
27 
40 

41  7/8 
53  1/4 
18  3/8 
83  3/4 
63  1/8 
37  7/8 
61 

70  3/4 
43  1/2 
46  5/8 
22  1/4 
57  1/2 

26  3/4 
25  1/8 

32  7/8 
37  3/8 
19 

29  1/2 

27  1/4 
42 

18 

22  3/4 
36  1/2 

23  1/8 
21  7/8 
18 

33  1/4 
55  1/8 
33  1/4 
27  5/8 
40  7/8 
25  5/8 

15  5/8 
35  1/4 
14  1/4 
23  1/8 

20  7/8 
61 

91  7/8 

21  3/4 
12  1/4 
33  1/2 

16  1/4 


1494% 
483 

1336 

1900 
644 
689 
242 

1075 
539 
697 
662 
455 

1554 
882 
117 
877 
365 
164 

912 
134 
262 
713 

15 
367 
115 
0 
495 
1 
-20 

20 
217 
167 
757 

33 
529 
138 
-20 

71 
280 

79 
165 
408 
666 
142 

58 
170 
128 


10  3/4 

72 

30  1/2 

27 

36  1/4 

53 

19  1/8 

53 

46  1/2 

121 

49  1/2 

890 

14  3/8 

195 

36 

67 

35  1/2 

311 

21  1/2 

98 

19  1/4 

88 

20  1/2 

-23 

29  1/4 

13 

10  1/4 

-13 

30  7/8 

212 

18  3/8 

172 

46  3/4 

179 

11  3/4 

100 

7 

69 

45 

100 

35 

44 

35  1/4 

308 

19  1/8 

21 

13  1/2 

93 

35  1/2 

435 

18  1/2 

23 

33  1/2 

300 

18 

22 

9  1/2 

46 

37  1/2 

300 

19  1/2 

-    9 

17  1/2 

126 

25  1/4 

-20 

23 

39 

16  3/8 

771 

24  1/2 

227 

22  1/4 

147 

20 

84 

15  1/8 

175 

17  7/8 

120 

40  3/4 

136 

43 

378 

17  1/8 

111 

15  1/8 

14 

32  1/2 

1265 

28  1/2 

16 

36  1/8 

214 

33  1/4 

274 

11  7/8 

143 

28  1/4 

218 

14  7/8 

59 

FOOTNOTES   TO   STOCK    LIST 

(l)Adjusted  for  all  stock  splits  and/or  stock  dividends. 
(2)Originally  recommended  as  Kentucky  Fried  Chicken  (merger). 
(3)Originally  recommended  as  Thrift  Drug  (merger). 
(4)Originally  recommended  as  Cole  Drug  (merger).  , 
(5  2  for  1  split,  record  2-18-72. 
(6)2  for  1  split  proposed. 


AND  A  TALE  OF 
SEVEN  DWARFS* 


IF  YOU  are  seriously  inter- 
ested in  building  your  capital, 
GROWTH  STOCK  OUTLOOK 

may  be  a  useful  investment 
tool.  Our  service  is  designed  for 
brokers  and  institutions  -  also 
those  sophisticated  private  in- 
vestors who  recognize  the  risks 
and  possible  rewards  of  invest- 
ing in  vigorously  growing  com- 
panies with  expanding  earnings. 
Our  concise,  fast-reading  re- 
ports pinpoint  certain  exciting 
but  little-known  issues  on  the 
New  York  Stock  Exchange,  the 
American  Stock  Exchange,  and 
Over-the-Counter  listings.  We 
look  for  young  companies  in 
the  incubation  stage  rather  than 
trying  to  catch  high  flyers  on 
the  wing. 

30   Reports   a   year 

We  mail  GROWTH  STOCK 
OUTLOOK  twice  a  month.  We 
also  airmail  a  new  listing  when- 
ever a  company  meets  our  quali- 
fications. Subscribers  receive  at 
least  30  reports  a  year.  We  keep 
tabs  on  each  of  our  issues  and 
delist  those  that  fail  to  maintain 
our  standards.  We  never  leave 
our  subscribers  in  the  dark. 

GROWTH  STOCK  OUT- 
LOOK was  officially  launched 
January    22,    1965,  when   the 


DJIA  was  then  near  its  all  time 
high.  That's  a  pretty  honest 
time  to  start  an  investment 
advisory  service.  Available  on 
request  is  a  list  of  all  companies 
delisted  from  this  service  since 
inception. 

Only   $35   a   year 

Our  service  presently  covers 
98  companies.  They  are  listed 
for  information  only.  We  make 
no  guarantees,  no  veiled  prom- 
ises of  instant  performance.  IT 
SHOULD  NOT  BE  ASSUMED 
THAT  FUTURE  RECOMMEN- 
DATIONS WILL  BE  PROFIT- 
ABLE OR  WILL  EQUAL  THE 
PERF0R^1ANCE  OF  PRES- 
ENT OR  PAST  LISTINGS. 

Subscription  is  only  $35  per 
year  (tax  deductible),  or  $15 
for  three  months.  Just  fill  in 
the  coupon  below,  mail  it  with 
your  check,  and  your  service 
will  begin  immediately.  As  a 
bonus  for  full  year  subscribers, 
we  include  fifteen  back  reports. 

*  Oh,    about   those 
dwarfs . . . 

A  look  at  our  current  list 
proves  we're  not  perfect.  Seven 
of  our  stocks  are  now  growing 
backwards. 


GROWTH  STOCK  OUTLOOK,  INC.  f 

4405  EAST-WEST  HWY.,  BETHESDA,  MARYLAND  20014 
D  One  Year  $35       a  Three  Months  $15  D  Foreign  $65  U.S. 

Name 


Address 

City 

This  subscription 

may  not  be 

Stat 
assigned 

B                          Zip 

without  subscriber's  consent. 

COMPANIES  DELISTED  DURING  PAST  TWE 
Recommended         High  Since 
COMPANY                       Date              Price        Recomm. 

LVE  MONTHS 
Delisted 

Date 

Price 

Fanning  Enterprises  .  . 
Fashion  Two  Twenty . 

SGL  Industries 

Hickory  Furniture  .  .  . 

Aaronson  Bros 

Condec  Corp 

3-25-70 
3-11-70 
4-15-70 
2-25-70 
6-11-69 
3-5-65 
8-24-66 
1-22-65 
12-30-69 
12-23-69 
8-14-69 
10-31-69 
11-28-66 
6-25-70 
'  8-12-70 
5-27-70 
7-10-69 

4  3/4 
25  1/4 
18 

9  1/2 
13  1/2 

6 
17  5/8 

3  3/4 

7  3/4 
31  1/2 
24  1/8 
10 

5  7/8 
15 

7  1/4 

8  3/8 

9  1/2 

5  3/4 
25  3/4 
20 

12  1/4 
14  3/4 
49 
173  7/8 
57  1/4 
14 

37  1/4 

38  1/4 
40  3/4 

187 
25 
16 
27 
12  7/8 

3-26-71 

3-26-71 

4-23-71 

5-21-71 

6-4-71 

6-18-71 

7-9-71 

7-9-71 

8-6-71 

8-23-71 

9-2-71 

11-5-71 

11-5-71 

12-22-71 

1-7-72 

1-7-72 

1-20-72 

3  1/4 
12  1/2 
15  1/2 
10  1/8 

8  1/4 
12  1/2 
40 

Solitron  Devices.  .  .  . 
Maxon  Industries  .  .  . 
Johnson  Products    .  . 
Esquire  Radio  &  Elec 
RCA              

14  3/4 
7  3/4 
18 
12 
33 

University  Computing 
Wadsworth  Publishing 
Motherhood  Maternitv 

Wagner  Mining 

Genovese  Drug 

17  1/4 
15 
8 
13  1/8 
11 

A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUNDING 

Objective:  Capital  Appreciation. 

The  Fund  will  seek  long-term  capi- 
tal growth  by  investing  in  com- 
panies operating  in  areas  believed 
to  be  promising. 

NO  SALES  COMMISSION 

I    NO  REDEMPTION  PENALTY                   I 
For  free  prospectus  write  or  call:           1^ 
I 1 

Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Dept.  A6 
Baltimore,  Maryland  21201  (301)  539-1992 


Name- 


Address- 
City 


-State- 


Zip  Code- 


HOW  TO  BUY  &  SELL 

LOW-PRICED  STOCKS 

FOR  PROFIT 

By:  JOHN  S.  VILLELLA 
Tells  you  where  the  action  is. 
This  book  explains  in  detail  a 
logical,  to  the  point  method  of 
buying  and  selling  listed  low- 
priced  stocks.  All  the  "Ifs,  ands, 
hedges,  and  baloney"  have  been 
removed.  It  is  frank  and  to 
the  point. 

"How    To    Buy    and    Sell    Low- 
Priced  Stocks  for  Profit"  should 
be  required  reading  for  the  spec- 
ulator. 
SEND  $2  PER  COPY  TO: 

CEN-COM,   INC. 

P.O.  Box  295  K 

Pinellas  Park,  Florida  33565 

n  Please  send  FREE  informa- 
tion concerning  your  unique  Low- 
Price-Stock  Advisory  Service. 


AGING 

SCOTCH  WHISKY 

IN  THE  FORM  OF  A 

REGISTERED  S.E.C.   INVESTMENT  CONTRACT 

MAY  PRODUCE  INCOME  TAXABLE  AS 

CAPITAL  GAINS 

MARCH  1972  SELLING  PRICES 

1964  FALL  GRAIN $1.22  per  gallon 

1963  FALL  GRAIN $1.77  per  gallon 

1962  FALL  GRAIN $2.94  per  gallon 

1961  FALL  GRAIN $5.10  per  gallon 

1960  FALL  GRAIN $7.65  per  gallon 

l*riee»  and  supplieB  $ubiect  to  change  without  notice. 
This  commodity  staple  is  traded  in  dollars, 
sterling  or  other  currencies— minimum  $2400 
—and  is  not  subject  to  interest  equalization 
tax. 

PlfiiisR  tend  tor  Proapectut 

ACCRUED  EQUITIES,  INC. 

(Since  1954) 

Writ*  F.  G.  Schoinwild 

122  E.  42nd  St..  N.Y.,  N.Y    10317  (212)  MO  1-3595 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Why  Buy  Stocks? 


That  question  came  up  the  other 
day.  The  more  I  thought  about  it, 
the  more  difficult  I  found  it  to  answer. 
Why,  indeed,  should  anyone  want  to 
pay  present  prices,  often  outrageously 
high  in  relation  to  foreseeable  earn- 
ings, and  be  satisfied  with  merely  a 
nominal  return? 

In  the  previous  issue  of  Forbes  I 
attempted  to  prove  that  common 
stocks,  even  when  selected  at  random, 
like  the  DJI,  have  been  a  very  good 
inflation  hedge,  provided  one  takes  a 
rather  long-range  view.  The  timing  of 
investment  purchases,  looking  at  the 
record  historically,  is  vitally  import- 
ant. If  the  buying  is  done  near  the 
peak  of  a  major  upward  move,  com- 
monly known  as  a  bull  market,  one 
may  have  to  wait  an  awfully  long 
time  to  see  worthwhile  profits.  The 
trouble  is  that  most  of  us  are  what 
my  psychiatrist  friends  call  emotional 
humans.  We  don't  have  the  guts  to 
buy  when  stocks  are  cheap,  and  the 
whole  country  as  well  as  the  stock 
market  seems  to  be  headed  straight 
for  the  abyss.  But  when  we  become 
engulfed  by  the  rosy  glow  of  rising 
stock  prices,  we  project  the  present 
into  the  future.  That's  when  we  be- 
come bullish  and  start  buying  stocks. 

By  mid-February,  the  broadly  com- 
prehensive Standard  &  Poor's  index  of 
425  industrial  stocks  had  come  within 
a  hair  of  its  former  all-time  high 
(118.03  in  1968)  and  it  may  have 
reached  a  new  peak  in  the  meantime. 
This  confirms,  I  believe,  that  this  is 
and  has  been  a  bull  market  since  the 
dark  days  of  May  1970.  The  pre- 
sumption is  that  stocks  will  go  higher. 
How  much  higher,  nobody  knows. 

Accepting  this  premise,  should  the 
investor— never  mind  the  trader— be- 
come increasingly  confident  and  ag- 
gressive or  should  he  begin  to  pull  in 
the  reins?  This  is  now  the  crucial 
choice.  Perhaps  the  best  way  to  ex- 
press my  own  investment  thinking  at 
this  juncture  is  to  cite  the  advice  I 
gave  to  the  trustees  of  a  moderate- 
size  corporate  pension  fund  which  is 
under  my  supervision.  This  fund  was 
90%  in  common  stocks  and  only  10% 
in  intermediate-term  high-grade  notes, 
a  very  aggressive  stance  by  any  stan- 
dard.  I  recommended  that  the  ratio 


Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Havenfield  Corp. 


be  changed  to  80-20;  and  if  the  mar- 
ket continues  to  advance,  as  seems 
jKobable,  I  intend  a  further  pruning 
of  the  common  stock  position. 

Many  readers  will  say,  and  with 
justification,  that  it  is  a  cinch  to  give 
such  advice  to  a  corporate  pension 
fund  that  1)  does  not  have  to  pay 
capital  gains  taxes,  and  2)  retains  the 
full  7%  income  of  a  7%  coupon,  which 
gives  it  an  excellent  alternative  for 
low-yielding  common  stocks.  The  or- 
dinary taxpayer  does  not  enjoy  such 
flexibility,  and  his  investment  decisions 
will  inevitably  be  influenced,  if  not 
dominated,  by  tax  considerations.  The 
fortunate  long-term  investor  in  such 
super-blue  chips  as  IBM,  Merck, 
Procter  &  Gamble  and  the  like,  whose 
prices  have  multiplied  over  the  years, 
probably  cannot,  and  should  not,  be 
separated  from  his  holdings  until  they 
wind  up  in  his  estate.  Of  course, 
when  there  are  offsetting  tax  losses 
available,  the  investor  regains  freedom 
of  action  and  can  adjust  his  portfolio. 

Higher  and  Higher 

There  are,  however,  many  compa- 
nies whose  stocks  have  skyrocketed, 
but  whose  future  may  be  less  predict- 
able. A  stock  like  Bausch  &  Lomh 
may  be  cited  as  an  example,  where 
the  outlook  for  the  Soflens  ranges 
from  clear  to  blurred.  Or  a  contro- 
versial Levitz  Furniture.  Or  even  the 
wonderful  world  of  Walt  Disney, 
where  you  can't  help  but  wonder 
whether  this  company  can  conceiv- 
ably be  worth  well  over  a  couple  of 
billion  dollars.  A  sage  investor,  when 
asked  how  he  managed  to  make  so 
much  money  in  the  stock  market, 
merely  said,  "by  selling  too  soon."  I 
always  try  to  keep  this  in  mind. 

The  basis  of  a  bull  market,  such 
as  we  have  had  the  pleasure  of  en- 
joying for  some  time,  is  the  "bigger 
fool"  theory.  We  now  are  buying 
many  stocks  which  we  know  are 
overpriced,  but  the  presently  prevail- 
ing market  climate  leads  us  to  believe 
that  some  people  will  pay  even  higher 
prices  for  them  when  speculative 
fever  reaches  an  ever  higher  pitch. 

Ever  since  there  has  been  a  stock 
market,  investors  as  well  as  traders 
have  known  instinctively  that  the  risk/ 
reward  ratio  deteriorates  when  prices 
rise  and  improves   when   prices   fall. 
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We  also  have  known  that  there  is  a 
direct  relationship  between  risk  and 
opportunity,  and  we  need  no  mathe- 
matician to  prove  to  us  the  dissimilari- 
ty between  an  American  Telephone 
and  a  Xerox.  The  point  I  am  tr\  ing  to 
make  is  that  the  present  market  level 
is  high;  that  new  commitments  are 
becoming  increasingK  risky;  and  that 
the  appreciation  potential  is  dimin- 
ishing. I  do  not  want  to  be  a  prema- 
ture killjoy,  but  it  seems  to  me  that 
the  green  go-ahead  light  is  changing 
to  amber,  and  that  we  should  be  pre- 
pared to  stop,  preferably  before  it 
turns  to  red. 

Low  Multiples  and  High  Yields 

While  hundreds  of  stocks  are  mak- 
ing new  highs  day  after  day,  a  multi- 
tude of  issues  are  languishing.  They 
are  not  participating  in  this  bull  mar- 
ket at  all,  despite  good  and  often  rec- 
ord earnings  and  despite  liberal  di- 
vidend yields.  The  utilities,  of  course, 
are  the  prime  example.  They  got 
clobbered  again  last  month,  when 
the  Price  Commission  ordered  another 
30-day  freeze  on  all  rate  increases. 
But  this  is  strictly  temporary  and  I 
doubt  that  the  Commission  will  block 
reasonable  increases;  this  industry  is 
too  vital  for  our  existence.  It  also  has 
problems  with  ecologists  and  environ- 
mentalists who  have  succeeded  in 
many  instances  in  blocking  or  delay- 
ing new  projects  for  years.  Mean- 
while, costs  are  mounting  while  ser- 
vice suffers,  as,  for  instance.  Con 
Edison's  customers  and  shareholders 
can  confirm.  I  cannot  imagine  that 
utility  stocks  will  sparkle  in  tlie  stock 
market  in  the  near  future,  but  when 
even  the  best  of  them  offer  secure 
dividend  yields  of  6.5%  and  more, 
they  should  be  held  as  solid  invest- 
ments. Eventually,  these  stocks  will 
appreciate  sufficiently  to  compensate 
the  investor  more  than  adequately  for 
the  1%  yield  differential  now  existing 
between  high-grade  bonds  and  high- 
grade  utility  stocks. 

Another  group  that  is  not  partici- 
^pating  in  the  bull  market  is  the  oils. 
Mobil  Oil  (53),  for  example,  with  a 
fine  record  of  annual  increases  in  per- 
share  earnings  going  back  to  1958, 
sells  at  barely  ten  times  last  year's 
earnings  of  S5.33.  The  dividend  rate, 
now  $2.60  for  an  almost  51  yield, 
has  been  increased  in  each  of  the  past 
ten  years.  This  industry  has  always 
had  "problems"— expropriations,  na- 
tionalizations, arguments  with  the 
sheiks  on  who  gets  what,  gasoline 
price  wars,  unfavorable  refining  mar- 
gins, delays  in  the  Alaskan  pipeline— 
you  name  it,  they've  had  it.  Still,  the 
record  shows  that  the  well-run  oil 
companies  managed  to  live  with  their 
problems— and  prosper.  ■ 
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Speekl  Inftoduetotg  JMOffit! 

Value  Line  for  the  next 

three  months  for 

only  75 


(REGULAR 
RATEM9) 


RESTRICTION: 

This  offer  is  limited  to  one  individual  in  a  household  that  has  not 
already  had  a  subscription  to  the  VALUE  LINE  INVESTMENT  SURVEY. 
See  for  yourself  how  Value  Line's  investment  advisory  service,  though 
not  "free  of  charge,"  might  help  you  to  maximize  your  investment 
profit  possibilities  and  reduce  your  investment  risk. 
REASONS  FOR  THIS  OFFER: 

Value  Line  offers  its  service  on  a  three-month  trial  basis  at  half  the 
regular  rate  to  new  trial  subscribers  only  because  we  have  found  that 
a  high  percentage  of  those  who  once  try  Value  Line  for  a  period  of 
months  stay  with  it  on  a  long-term  basis.  The  increase  in  circulation 
thus  effected  enables  us  to  provide  a  service  for  far  less  than  would 
have  to  be  charged  to  a  smaller  number  of  subscribers. 
BONUS: 

Under  this  special  trial  offer  you  will  receive  all  the  latest  full-page 
reports  on  each  of  the  1400  stocks  covered  by  Value  Line  the  year  round 
filed  and  indexed  in  two  strong  ring  binders.  This  Value  Line 
Reference  Service,  which  alone  sells  for  $25,  will  be  yours  at  no 
extra  charge  under  this  offer. 
SUBSCRIPTION: 

For  the  next  three  months  you  will  receive  new  reports  on  each  of  the 
1400  stocks,  at  the  rate  of  more  than  100  a  week,  which  will  replace 
and  update  those  already  in  your  binder.  (Filing  takes  only  one  minute 
a  week.)  You  will  also  receive  during  the  next  13  weeks  the  weekly 
"Selection  and  Opinion" section  of  the  VALUE  LINE  INVESTMENT 
SURVEY,  bringing  you  Value  Line's  forecast  of  the  economy  and  the  stock 
market,  advice  on  investment  policy,  in-depth  analyses  of  especially 
recommended  stocks  and  special  situations,  the  Value  Line  market 
averages,  and  other  features. 
MONEY  BACK  GUARANTEE: 

If  you  find  that  the  Value  Line  Service  is  not  all  that  you  expected  it 
to  be,  you  may  return  the  material  we  send  you  within  30  days 
for  a  full  and  unquestioned  refund  of  your  $25. 


THE  VALUE  LINE  INVESTMENT  SURVEY 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St.,  New  York,  N.Y.  10017 

Lj  Begin  my  13-week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 
special  money-saving  rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 
The  Investors  Reference  Service.  I  have  enclosed  my  $25  check  or  money  order. 
This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  any  subscriber. 

I    |l  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference 
Service  for  $189. 

n  Payment  enclosed  "^i^lif'i"^ '°'  f'' ''''°"'  '  "^^yjeturn  the  material 
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WALL  STREET  VIEW 

By  Robert  Stovall 


Perpetual  Options  II 


A  FORTNIGHT  ago  {Fch.  15)  I  de- 
tailed my  "perpetual  option  theory." 
I  suggested  it  as  a  selection  method 
for  aggressive  investors  who  eschewed 
the  use  of  call  options  as  a  matter  of 
taste  or  temperament.  Ordinary  op- 
tions have  their  place,  but  there  is  a 
horrifying  finality  in  the  chance  of 
seeing  100%  of  one's  investment  vapor- 
ize, particularly  if  it  results  from  an 
absence  of  luck  or  skill  in  timing.  The 
perpetual  option  technique  skirts  this 
dire  possibility. 

When  a  stock's  price  has  withered 
to  a  point  where  it  represents  a  small 
fraction  of  its  former  high,  and  has 
been  depressed  long  enough  so  that 
some  groundwork  for  recovery  may 
have  been  laid,  it  qualifies  for  con- 
sideration as  a  perpetual  option.  Value 
judgments  as  to  the  eventual  worth 
of  assets,  processes,  products  or  man- 
agement acumen  are  critical  to  suc- 
cess in  this  frankly  venturesome  game. 

But  in  March  1972  that  old  aphor- 
ism once  again  applies— "It's  not  what 
you  buy  but  when  you  buy  it."  Spec- 
ulative froth  is  creating  an  atmosphere 
conducive  to  the  success  of  this  tech- 
nique. To  the  few  examples  of  per- 
petual option  candidates  mentioned  in 
the  last  issue  I  will  add  several  more. 
It  is  the  nature  of  things  that  candi- 
dates multiply  as  speculative  activity 
increases. 

It  is  axiomatic  that  as  U.S.  eco- 
nomic activity  improves,  demand  for 
copper  will  quicken  and  the  price  of 
the  metal  will  lift  off  the  recent  50- 
cent-per-pound  level.  Anaconda  (19) 
is  now  strictly  a  domestic  producer, 
having  elected  to  write  off  $302..5  mil- 
lion last  quarter,  representing  expro- 
priation of  its  Chilean  properties.  As 
is  typical  of  a  new  management,  Ana- 
conda's took  other  charges  against 
operations  in  1971,  producing  a  net 
loss  for  the  year  of  $357.3  million. 
Anaconda  is  left  with  a  possible  tax 
loss  carryforward  of  over  $20  per 
share,  depending  on  a  favorable  IRS 
tax  ruling,  which  could  both  maximize 
future  operating  earnings  and  attract 
corporate  suitors.  Anaconda  has  a  ba- 
sic earning  power  of  nearly  $1  per 
share  at  current  metal  prices.  Each 
I-cent-per-f>ound  change  in  the  price 
of  copper  could  increase  Anaconda's 

A  guest  columnist,  Mr.  Stovall  is  a  vies  president  of 
the  NYSE  firm  of  Reynolds  Securities  Inc 


pretax  earnings  by  23  cents  per  share. 
While  Anaconda  is  an  extreme  ex- 
ample of  a  base  metal  giant  with  gi- 
ant problems,  Kawecki  Berylco  Indus- 
tries (13)  is  representative  of  exotic 
materials  companies  which  have  yet 
to  live  up  to  their  glowing  potentiali- 
ties: KBI  recorded  a  high  of  51  in 
1967.  A  rather  typical  pattern  of  re- 
duced government  procurement  of 
space  age  metals  and  strikes,  accom- 
panied by  write-offs,  produced  a  loss 
for  1971.  For  the  current  year,  pros- 
pects seem  brighter  for  beryllium- 
copper  and  tantalum  products  in  both 
commercial  and  military  applications. 
A  return  to  profitability  coupled  with 
greater  interest  in  suppliers  of  space 
age  materials  for  strategic  military  pro- 
grams might  make  KBI  a  felicitous 
perpetual  option. 

Throw-Away  Stereos 

At  first  glance,  Astrex  (6)  looks  like 
any  number  of  electronic  parts  and 
components  distribution  companies, 
having  an  ASE  listing  and  a  stock 
selling  at  less  than  half  the  price  it 
commanded  in  1968-69.  True,  earn- 
ings doubled  to  12  cents  a  share  from 
6  cents  in  the  December  quarter,  but 
twice  peanuts  is  still  peanuts.  The 
option  appeal  here  is  in  a  new  line  of 
Baltimore-assembled  stereo  units 
priced  low  enough  to  be  virtually  dis- 
posable. Astrex  delivered  31,000  of  its 
manual  SP-100  sets  to  retailers  last 
quarter  for  sale  at  around  $30  each. 
Less  than  100  were  returned.  Reorders 
now  exceed  50,000  sets  and  Astrex  is 
readying  the  SP-200  stereo  with  auto- 
matic turntable  to  retail  under  $50. 
If  there  is  a  trend  to  multiple  stereo 
set  ownership  parallel  to  radio  and  TV^ 
set  growth,  Astrex  may  be  an  early 
supplier  to  this  demand. 

Avco's  (19)  well-known  problems 
with  its  aerospace  operations,  partic- 
ularly contracts  to  make  major  com- 
ponents for  Lockheed's  L-1011  and 
C-5,  have  caused  a  shrinkage  of  earn- 
ings and  a  suspension  of  the  common 
dividend.  Despite  continuing  difficul- 
ties at  Carte  Blanche,  financial  ser- 
vices constitute  about  75%  of  consoli- 
dated earnings.  For  glamour,  Avco 
owns  32.2%  of  Cartridge  Television 
and  is  in  recreational  real  estate.  The 
shares  are  available  at  under  one-third 
their  1967-68  peak. 


As  this  decade  grows  older,  the 
general  expectation  is  that  the  heavi- 
est concentration  of  government  and 
private  spending  will  be  for  social  and 
personal  betterment  rather  than  for 
scientific  gains.  Crotvell -Collier  h-  Mac- 
millan  (12)  represents  a  call  on  that 
broad  shift  in  national  priorities  via 
text  and  trade  book  publishing,  home 
study,  educational  supplies  and  musi- 
cal instruments.  Sales  in  1971  declined 
3%  to  $386.6  million  as  management 
thieved  a  better  product  balance. 
The  home  reference  materials  business 
continues  to  be  under  an  industry- 
wide cloud  (witness  the  Famous  Art- 
ist School  bankruptcy  petition  last 
month),  but  management  sees  no 
long-range  change  in  the  market. 
Earnings  improved  in  1971  to  70  cents 
a  share  from  52  cents  in  1970:  Ad- 
ditional recovery  this  year  to  perhaps 
85  cents-$l  is  a  logical  expectation. 

A  participant  in  the  Disney  World 
scene  has  emerged  in  Major  Realty 
Corp.  (12  o-t-c)  since  Gulf  Oil  Real 
Estate  agreed  to  make  available  up 
to  $30  million  in  funds  to  develop  a 
2,700-acre  residential-industrial-com- 
mercial complex  near  Orlando,  Fla. 
Ten  miles  from  Disney  World,  the 
complex  is  expected  to  become  the 
population  center  between  the  park 
and  the  Winter  Park-Orlando  area. 
Now  planned  or  under  construction 
are  4,300  motel  and  hotel  rooms.  Gulf 
Oil  Real  Estate  development  will  as- 
sume management  and  financial  con- 
trol, while  Major  Realty,  as  the  prop- 
erty owner,  will  become  a  limited 
partner  on  a  50-50  basis.  Gulf  Oil 
developed  the  new  town  of  Reston, 
Va.  and  has  had  several  successful 
real  estate  ventures,  including  an  ar- 
rangement with  Holiday  Inns.  In  light 
of  Major  Realty's  indifferent  past  rec- 
ord, one  can  assume  that  the  Gulf 
Oil  professionals  played  their  devil's 
advocate  role  well  prior  to  proposing 
this  partnership,  and  thereby  hangs 
the  peipetual  option  appeal. 

Finally,  we  could  consider  Inter-  , 
state  Stores  (12)  a  large  operator  of  \\ 
toy,  discount  and  department  stores. 
Held  back  by  the  department  and  dis- 
count stores.  Interstate  recently  com- 
pleted what  was  in  all  probability  its 
second  consecutive  year  of  nominal 
earnings.  During  much  of  the  1960s  it 
was  regarded  as  a  growth  stock  and 
sold  on  that  basis.  Recently  the  chair- 
man and  prime  mover  has  resumed 
operating  direction.  Recovery  poten- 
tial is  considerable,  particularly  if  the 
West  Coast  economy  improves,  as 
many  stores  are  located  there. 

There  are  more  peipetual  option 
candidates  than  you  may  care  to  know 
about.  With  each  1%  rise  in  the  ASE 
price  index  or  the  S&P  425,  the  selec- 
tion possibilities  become  broader.  ■ 
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Weekly  Service 


This  up-to-the-minute,  accurate  report  cov- 
ers ALL  NYSE  and  ASE  STOCKS.  The 
CHARTCRAFT  WEEKLY  SERVICE  is  pro- 
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Method  Book  to — Chartcraft.  Inc..  Dept.  P-186. 
1    West  Ave..    Larchmont.    N.Y.    10538. 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Sthuiz 


Blue-Skying  It 


Most  readers  of  this  column  know 
that  since  about  mid-1970  I've  been 
arguing  that  we  have  a  long-term  bull 
market  in  common  stocks  on  our 
hands.  Some  21  months  later,  I  think 
it's  fair  to  say  this  view  has  been 
borne  out,  at  least  insofar  as  broad- 
er-based price  indexes— the  NYSE  all- 
common  stock  composite  and  the 
Standard  &  Poor's  industrials— posted 
new  1971-72  highs  in  early  February, 
even  though  the  Dow  was  5?  or  6% 
short  of  this  performance. 

Most  of  you  may  also  realize  that 
the  tenor  of  these  columns  for  De- 
cember, January  and  February  prob- 
ably was  more  bullish  than  any  of 
my  previous  articles  since  1  found  it 
possible  to  identify  the  late-May  1970 
low  as  a  solid  bear-market  bottom. 
Does  it  make  sense,  you  may  ask,  to  be 
increasingly  optimistic  as  a  bull  mar- 
ket approaches  its  second  anniver- 
sary? As  I  look  at  the  tangible  evi- 
dence, the  more  I  think  this  time  the 
answer  is  yes. 

Boiled  down  to  its  essentials,  this 
evidence  suggests  that  corporate  af- 
ter-tax earnings  will  be  growing, 
quarter-to-cjuarter,  throughout  1972 
and  maybe  into  1973,  while  the  av- 
erage .stock  price/earnings  ratio  will 
also  be  rising  during  the  months 
ahead— potentially  a  very  dynamic 
combination.  So  I  think  it  does  make 
sense  to  be  at  least  as  bullisli  now  as 
at  any  time  since  this  bull  market 
started.  Indeed  it  could  well  make 
sense  to  be  more  bullish  than  at  any 
time  in  many  years.  There  are,  as  1 
see  it,  two  basic  reasons  for  harbor- 
ing this  suspicion— one  technical,  the 
other  fundamental. 

Most  investors  appraise  the  state  of 
the  stock  market  in  terms  of  the  Dow 
Jones  industrials.  The  Dow  is  still 
where  it  was  in  1965,  still  below  its 
1971  high  (near  960),  and  still  be- 
low its  1966  and  1968  all-time  highs 
(near  1000).  But  since  the  broader- 
based  indexes  should  before  long  be 
posting  new  all-time  highs,  they  will 
presumably  be  foreshadowing  new 
highs  for  the  Dow  as  well. 

Now,  imagine  the  Dow  somewhere 
between  1000  and  1100.  Dow  watcli- 
ers  would  then  be  able  to  look  back 
at  a  major  "upside  breakout"  from  a 

Mr.  Schuiz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 


six-year  "consolidation  phase"  or 
•"base,"  the  sort  of  technical  phenom- 
enon that  has  materialized  several 
times  since  the  end  of  World  War  II 
and,  on  each  occasion,  was  followed 
by  additional  and  substantial  bull-mar- 
ket gains.  In  other  words,  technical 
precedent  suggests  that  the  long-term 
bull  market  which  began  in  late 
spring  of  1970  could  continue  (sub- 
ject, of  course,  to  intermediate-trend 
corrections)  not  only  throughout 
1972  but  well  into  1973,  carrying  the 
Dow,  in  time,  well  beyond  1100. 

Room  for  Optimism 

A  similar  argument  can  be  made 
on  fundamental  grounds.  All  post- 
World  War  II  bull  markets  that  lifted 
the  Dow  to  new  highs  materialized 
during  periods  when  the  U.S.  econo- 
my was  expanding  toward  its  full 
gross  national  product  potential.  All 
but  two  of  the  bear  markets  since 
1949  were  associated  with  business 
slowdowns  to  levels  well  below  GNP 
potential.  One  exception  was  the 
1962  bear  market,  which  apparently 
was  due  to  purely  technical  factors. 
The  other  was  the  1966  bear  market, 
which  materialized  when  the  econom\ 
exceeded  its  statistical  GNP  potential 
and  so  presumably  was  bound  to  slow 
down  for  a  while.  In  retrospect,  we 
can  see  that  the  GNP  began  to  lag 
behind  its  potential  about  mid-1969 
and  that  the  lag  was  greatest  in  the 
fourth  quarter  of  1970.  Since  then, 
the  gap  has  been  narrowing  and  stock 
prices  have,  on  balance,  been  rising  in 
a  reasonably  gratifying  manner. 

As  matters  stand  now,  it  seems  fair 
to  assume  that  the  GNP  gap  will  con- 
tinue to  narrow  during  most  or  all  of 
1972  and,  not  inconceivably,  into 
1973.  But,  according  to  some  econo- 
mists, it's  becoming  more  and  more 
plausible  to  believe  that  the  economy's 
potential  will  also  keep  rising,  mainly 
because  of  improving  productivity 
and  a  growing  labor  force.  If  so,  an 
expanding  U.S.  economy  is  likely  to 
keep  trailing  its  (growing)  output 
potential  this  year  as  well  as  next  and 
perhaps  also  for  some  time  beyond. 
That  would  be  the  kind  of  back- 
ground which  made  big  bull  markets 
in  the  Fifties  and  Sixties.  Take  any 
discount  you  want:  The  idea  still 
leaves  plenty  of  room  for  optimism.  ■ 


78 


FORBES,    MARCH    1,    1972 


^ 


Trends 

&  Tangents 

(Continued  from  page  12) 

conceded  an  Ampex  spokesman. 
'Tune  in  tomorrow  for  the  next 
development." 


Profit  in  Protection 

The  1971  report  of  Brink's  Inc., 
which  is  80x-owned  by  Pittston 
Co.,  pro\es  be\ond  doubt  that 
there's  mone\  to  be  made  protect- 
ing other  people's  money.  Brink's 
made  S8.7  million  on  S91.1  million 
in  revenues  last  year,  for  a  9.5% 
return  on  sales  and  an  excellent 
32%  return  on  stockholders'  equity. 

A  Question  of  Timing 

Because  of  its  size  as  the  world's 
largest  bank,  and  its  visibility-  ev- 
erywhere in  California,  Bank  of 
America  has  long  been  a  favorite 
target  of  California  protesters  of 
every  stripe.  It  has  suffered  59 
bomb  attacks  in  the  last  two 
years  or  so,  not  to  mention  count- 
less picketings  and  the  like.  In  re- 
sponse, the  bank  last  month  ap- 
pointed 47-year-old  G.  Robert  Tioi- 
ex  as  executive  \ice  president  for 
social  policN',  covering  such  areas 
as  minority  hiring  and  loans,  wom- 
en's rights  and  the  environment. 

New  Leader 

The  output  of  poKester,  on  the 
market  since  the  mid-Fifties,  rose 
18%  last  year  to  1.7  billion  pounds, 
putting  it  ahead  of  nylon  as  the 
U.S.'  leading  synthetic  fiber.  Good- 
year Tire  &  Rubber,  a  maker  of 
polyester  as  well  as  a  major  end 
user,  e.xpects  another  12.5'i  growth 
in  the  U.S.  in  1972,  spurred  by 
polyester's  low  cost  and  unusual 
versatility.  Further  predictions: 
that  by  1973  polyester  will  replace 
nylon  as  the  No.  One  fiber  world- 
wide; by  1975  it  will  be  the  lead- 
ing fiber  in  tires;  and  by  1980  it 
will  be  the  leader  in  knitted  textiles. 

Household  Hot  Rod 

In  a  recent  speech,  John  Bissell, 
president  of  Grand  Rapids,  Mich.'s 
Bissell  Inc.,  admonished  his  audi- 
ence that  consumers  will  no  longer 
be  swayed  by  frivolous  product 
changes.  Then  he  introduced  his 
firm's  newest  new  product:  a  two- 
wheeled  caipet  sweeper  offered  in 
bright  colors  and  racing  stripes. 
"We  call  it,"  he  said,  "the  SS,  for 
Super  Sweep."  ■ 

V , 


If  you've  lost  money 

in  the  stock  market, 

read  this: 

Is  your  portfolio  worth  less  now  than  when  you  bought  it? 

Then  perhaps  you  ought  to  abandon  the  "do-it-yourself" 

approach  in  favor  of  full-time  professional  investment  management— 

the  kind  offered  by  Wallace  Forbes  &  Partners. 

Mr.  Forbes,  formerly  a  Vice-President  and  Director  of  Forbes 

magazine  and  President  of  the  Forbes  Investors  Advisory  Institute,  has 

developed  what  we  believe  to  be  a  superior  investment  management 

program  for  individual  portfolios  of  $10,000  to  $150,000. 

Mail  the  coupon  for  a  complimentary  copy  of  our  1 0-page  brochure. 


Gentlemen:  Please  send  me  your  brochure. 
Nome 


Address- 
Cify 


State. 


.Zip_ 


I 


Wallace  Forbes  &  Partners,  Inc. 

Investment  Management 
Dept.  U- 1  7,  2  West  45  St.,  New  York,  N.Y.  1 0036 


OIL  STOCKS 

and  the  growing 

FUEL  FAMINE 

New  ^^esearch  findings  point  to  a  strikingly  interesting— but  highly  selective 
—situation  now  developing  in  the  oil  industry. 

In  contrast  to  the  outlook  for  a  number  of  the  Oil  Stocks,  we  believe  one 
group  of  these  stocks  can  benefit  substantially. 

You  are  therefore  invited  to  send  for  a  detailed  Advisory  Report  being  re- 
leased this  week.  Besides  giving  you  the  carefully  researched  facts,  this  Re- 
port appraises  reward/risk  factors  and  delineates  which  of  the  following  Oil 
Stocks  are  recommended  for  especially  strong  growrth  prospects : 


Gulf 

Ashland  Oil 
Pennzoil   Un 
Skelly 
Bow   Valley 
Pacific  Pet 
Callahan  Mining 
Marathon 
Std  Oil    (Cal.) 
Canadian  S  Pet 


Ind 


Phillips 
Sun  Oil 
Std  Oil  (N.  J.) 
Shell 

Atlantic  Rich 
Cities  Serv 
Can.  Exp  G  &  O 
Std  Oil    (Ohio) 
Union  Oil  Cal. 
Occidental   Pet 


Imperial  Oil 

Con.   Homest 

Clark  O  &  R 

Kerr-McGee 

Quaker  State 

Royal  Dutch 

Texaco 

Std  Oil    (Ind.) 

Asamera 

Dome  Pet 


Grt  Plains  Dev 

La  Land  &  Expl 

Prairie  Oil  Roy 

Continental 

Scurry-Rainbow 

Utd  Canso  O&G 

Mobil 

Gulf  Oil-Con. 

Getty 

Natomos 


To  receive  the  Oil  Stock  Advisory  Report  Euid  the  next  four  weekly  releases 
of  regular  service  to  examine  in  privacy  (no  salesman  will  call)— mail  $5, 
together  with  your  name  and  address  on  the  coupon  below. 

Name . 


Street- 
City— 


-State- 


Send  $5  to  Dept.  774 


-Zip. 


Research  Institute  Investors  Service 

Research  Institute  Building,  589  Fifth  Ave.,  New  York,  N.  Y.  10017 

Reports  confidential  to  subscribers.  Subscriptions  not  transferable. 
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Should  you  invest  in 
Trolley  Car  Stocks? 

That  could  have  been  the  lead  article  in  one  of 
Financial  World's  issues  back  in  1902. 

The  headlines  and  the  industries,  of  course,  are  very  different  today. 
But  the  urgent  need  for  facts  and  sound  investment  guidelines 
is  greater  than  ever.  That's  why  Financial  World  is  read  by  a  steadily 
growing  number  of  businessmen  and  smart  investors  the  world  over. 

Whether  your  goal  is  more  safety,  more  income  or  greater  profit, 
you'll  find  specific  recommendations  calculated  to  help  you  today. 


Special  Introductory  Offer 

Financial  World  is  more  than  a  magazine.  In  addition 
to  its  week  by  week  market  guidance,  it  provides  you 
with  the  following  "extras" — 

1.  Our  current    •FACTOGRAPH  MANUAL".  This  yearly 
compendium  of  more  than  2,400  stocks  gives  you  69.000 
investment  facts.  Bacl(ground,  8  year  earnings  record, 
stock  splits,  price/earnings  ratios,  book  value,  future 
growth  and  earnings  prospects  — good  and  bad! 

2.  A  12-year  STOCK  RECORD  BOOK.  Gives  price  range, 
dividends,  stock  splits,  earnings  of  ALL  stocks  listed  on 
New  York  Stock  Exchange  (as  available  to  press  date). 
Also  capital  gains,  investment  income,  net  asset  value 
and  sales  charges  of  the  leading  Mutual  Funds. 

3.  Specific  personal  BUY-HOLDSELL  Advice  by  Mail  as  often 
as  once  a  v/eek. 

4.  Monthly  Supplements  appraising  and  rating  up  to  1,900 
listed  stocks. 

MONEY-BACK-GUARANTEE:  In  full,  at  any  time  during  the 
first  30  days,  if  any  part  of  our  service  fails  to  satisfy  you. 


STOCK 
SPLITS 
IN  '72? 


When  a  stock  splits  2-far- 
1,  3-for-l  or  even  5-for-3, 
you  can  be  pretty  sure  that 
more  good  news  is  ahead. 
Better  sales.  Better  earn- 
ings. Higher  dividends.  This 
new  report  names  7  stocks 
likely  to  split  before  the 
year  ends.  Don't  miss  this 
most  timely  study.  It's  yours 
by  return  mail  if  you  accept 
one  of  the  offers  below. 


•  TEAR  OUT  AND  MAIL« 


PINANGIALWORLD 


Dept.  FB-31 

17  Battery  Place. 

New  York,  N.Y.  10004 


For  payment  enclosed  send  me  the  Study,  the  BONUS  Book  (s)  and  enter  my  order  for: 


D  1-year  subscription  to  the  4  part  service. 
Including  the  current  "Factograph  Manu- 
al" and  "12-year  Record  Book"  at  only        Name. 
$28. 


D  6-months'  trial  subscription  to  FINAN- 
CIAL WORLD'S  service  including  the  "12- 
year  Record  Book"  — all  for  $16.  (Note: 
Does  not  include  current  "Factogrtph 
Manual"). 


Address. 


City. 


-State. 


.Zip. 


(This  subscription  Is  not  assignable) 


V. 


the  man  you  want 

to  succeed 

reads 

Forbes 


READERS  SAY 


( Continued  from  page  1 7 ) 

Sir:  a  devastating  bulls-eye!  If  Mc- 
Carthy sues  you,  I'll  contribute  to  your 
defense  fund. 

— K.R.  Hankinson 
New  Providence,  N.J. 

Fat  Goose 

'.Sir:  "Plucking  the  Goose"  (Forbes, 
Feb.  15)  concludes  that  "VAT  [value- 
added  tax]  could  be  one  of  those  ideas 
whose  time  has  come."  Perhaps  we  might 
say  we  could  get  the  Government  living 
on  the  VAT  of  the  land? 

—Robert  A.  Emnett 
St.  Louis,  Mo. 

Too  Many  Dollars 

Sir:  Your  coverage  of  the  dollar  crisis 
has  been  rather  superficial.  The  first 
question  is,  How  did  the  U.S.  get  into 
the  position  where  its  short-term  indebt- 
edness was  four  times  the  reserve  assets? 
By  running  a  series  of  balance-of-pay- 
ment  deficits.  What  were  the  underlying 
causes?  The  easiest  way  is  to  blame  the 
foreigners  ( they  have  no  votes ) .  Some 
people  blame  the  imions.  The  fact  re- 
mains, however,  that  it  is  impossible  to 
have  inflation  if  the  amount  of  money  in 
circulation  is  not  increased.  On  this  score, 
the  responsibility  for  inflation  rests 
squarely  on  the  shoulders  of  Congress, 
the  White  House  and  the  Federal  Re- 
serve Bank.  ( Incidentally,  it  seems  to 
me  tliat  the  main  objection  of  our  gov- 
ernment against  the  gold  exchange  stan- 
dard is  that  they  cannot  print  it.)  To 
justify  this  printing  of  money,  the  au- 
thorities claim  they  were  following  a  pol- 
icy of  economic  expansion  and  full  em- 
ployment. The  results:  a  two-year  reces- 
sion, a  6!?.  unemployment  rate  and  in- 
creases of  prices  in  the  five  and  six  per- 
cent range.  And  present  policies  are  as 
inflationary  as  ever:  multibillion  federal 
budget  deficits,  aggressively  easier  mon- 
ey policies  by  the  Federal  Reserve  and 
reduction  of  interest  rates.  The  future  of 
the  dollar  does  not  look  bright. 

— Emilio  Mayer 
Marco  Island,  Fla. 

Not  a  DiveilHure 

Sir:  Ocean  Oil  &  Gas  was  not  a  di- 
vestiture (Forhes,  Jan.  75).  It  was  a 
subsidiary  company  formed  to  raise  ad- 
ditional capital  for  exploration  and  bid- 
ding on  leases  in  tlie  Gulf  of  Mexico. 
Ocean  Drilling  &  Exploration  Co. 
(Odeco)  did  put  in  certain  pioperties 
that  they  owned  in  the  Gulf  of  Mexico 
and  in  return  leceived  51?  ownership. 
In  addition,  the  Odeco  common  stock 
was  split  two-for-onc,  and.  hence,  if  the 
market  value  of  the  tnisplit  stock  was 
6354  at  the  time  of  the  divestiture,  as  you 
indicate,  the  actual  price  would  have 
been  31%. 

—John  H.  Hayward 
St.  Louis,  Mo. 
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146th  CONSECUTIVE 
QUARTERLY   DIVIDEND 

The  ioard  of  Direcfors  of 
Phelps  Dodge  Corporation  has 
declared  a  regular  quarterly 
dividend  of  52^i^  per  share  on 
its  capital  stock,  payable  March 
10,  1972,  to  stockholders  of  rec- 
ord at  the  close  of  business  on 
February   18,   1972. 

R.   D.  BARNHART, 

Treasurer. 

New  York,  N.  Y. 
February  1,  1972 


SOUTHERN 

NATURAL  GAS 

COMPANY 

Birmingham,  Alabama 

Common  Stock  Dividend  No.  132 
A  regular  quarterly  dividend  of  35 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Gas  Company,  payable 
March  14,  1972  to  stockholders  of 
record  at  the  close  of  busi- 
ness on  February  29, 1972. 


RONALD  L.  KUEHN,  JR. 
Secretary 

Dated:  January  28, 1972 


g 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
sCHEMICAL 
CORPORATION 

DIVIDEND  NOTICE 

The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  22Vzt  per  share 
on  the  outstanding  Common  Stock, 
payable  on  IVIarch  1,  1972,  to  stock- 
holders of  record  on  February  10, 
1972.  The  transfer  books  will  not 
close. 

January  27,   1972 
RAIWSEY  E.  JOSLIN,  Vice  President 
and  Treasurer 


^ 


DIVISIONS  NATIONAL  DISTILLERS  PRODUCTS  CO 
US  INDUSTRIAL  CHEMICALS  CO 
BRIDGEPORT  BRASS  CO 
ALMADEN  VINEYARDS,  INC 
TEXTILE 
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THOUGHTS 


ON  THE 
BUSINESS  OF  LIFE 


The  bleak  wind   of   March   made 
her  tremble  and  shiver. 

—Thomas  Hood 


To  give  real  service  you  must  add 
something  which  cannot  be  bought  or 
measured  with  money,  and  that  is 
sincerity  and  integrity. 

—Donald  A.  Adams 


March  is  outside  the  door  flaming 
some  old  desire  as  man  turns  uneasily 
from  his  fire.  —David  McCobd 


The  real  price  of  everything,  what 
everything  really  costs  to  the  man 
who  wants  to  acquire  it,  is  the  toil 
and  trouble  of  acquiring  it. 

—Adam  Smith 


There  never  was  a  person  who  did 
anything  worth  doing  who  did  not 
receive  more  than  he  gave. 

—Henry  Ward  Beecher 


Leaders  of  men  are  later  remem- 
bered less  for  the  usefulness  of  what 
they  have  achieved  than  for  the 
sweep  of  their  endeavors. 

—Charles  de  Gaulle 


What  is  good?  Whatever  augments 
the  feeling  of  power,  the  will  to  pow- 
er, power  itself,  in  man. 

— Friedrich  Nietzsche 


Opportunity    has    power    over    all 
things.  —Sophocles 


Help  thy  brother's  boat  across,  and 
lo!  thine  own  has  reached  the  shore. 

—Hindu  Proverb 


B.  C.  FORBES 

The  young  man  entering 
business  who  is  anxious  to  suc- 
ceed must  recognize  that  his 
success  will  be  in  proportion  to 
the  value  of  the  service  that 
he  renders. 


That  is  my  good  that  does  me  good. 
—John  Ray 


Goodness  and  greatness  go  not  al- 
ways together.  —John  Clarke 


In  our  own  days  we  have  seen  no 
princes  accomplish  great  results  save 
those  who  have  been  accounted  mi- 
serly. — NiccoLo  Machiavelli 


Most  men  admire  virtue,  who  fol- 
low not  her  lore.  —John  Milton 


You  cannot  live  on  other  people's 
promises,  but  if  you  promise  others 
enough,  you  can  live  on  your  own. 

—Mark  Caine 


The  gift  derives  its  value  from  the 
rank   of   the   giver.  —Ovid 


I  would  so  live  as  if  I  knew  that  I 
recei\'ed  my  being  only  for  the  bene- 
fit of  otliers.  —Seneca 


It  is  not  the  rich  man's  son  that  the 
young  struggler  for  advancement  has 
to  fear  in  tlie  race  for  life,  nor  his 
nephew,  nor  his  cousin.  Let  him  look 
out  for  the  "dark  horse"  in  the  boy 
who  begins  by  sweeping  out  the 
office.  —Andrew  Carnkgie 


No  one  fouls  his  hands  in  his  own 
business.  —Italian  Proverb 


I  early  found  that  when  I  worked 
for  myself  alone,  myself  alone  worked 
for  me;  but  when  I  worked  for  others 
also,  otliers  worked  also  for  me. 

—Benjamin  Franklin 


Virtue  by  calculation  is  the  virtue 
of  vice.  —Joseph  Joubert 


Blessings  ever  wait  on  virtuous 
deeds,  and  though  a  late,  a  sure  re- 
ward succeeds.   — Willi.\m  Congreve 


Fortune    is    an    evil    chain    to    the 
body,  and  vice  to  the  soul.  — Epictetus 


The  only  freedom  which  deserves 
the  name  is  that  of  pursuing  our  own 
good,  in  our  own  way,  so  long  as  we 
do  not  attempt  to  deprive  others  of 
dieirs,  or  impede  their  efforts  to  ob- 
tain it.  —John  Stuart  Mill 


He  who  wishes  to  secure  the  good 
of  others  has  already  secured  his  own. 
—Confucius 


A  Text . . . 


Sent  in  by  Mabel  E.  OUendorf. 
Crow-n  Point,  Ind.  What's  your 
favorite  text?  The  Forbes  Scrap- 
book  of  Thoufihts  on  the  Business 
of  Life  is  presente<l  to  senders  of 
texts  used. 


As  we  have  therefore  opportunity,  let 
us  do  good  unto  all  men. 

— Galatians  6:10 
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LLE  Air  Cube  Compressor  Automatic  Production  Systems 


Double-Case  Barrel-Type  Pump 


Centac  Centrifugal  Comprt 


Your  profits  are  generated  from  the 
use  of  equipment,  not  the  ownership. 


Find  a  way  to  channel  working  capital  for  maximum 
flexibility  and  profit.  That's  sound  money  manage- 
ment! Here's  how  Ingersoll-Rand  and  Ingersoll- 
Rand  Financial  Corporation  can  help  you  close  the 
productivity  gap  with  new  machinery  and  equip- 
ment, and  at  the  same  time,  retain  an  equitable 
cash  flow: 

We'll  Lease!  Our  leasing  plans  enable  you  to  put 
needed  equipment  to  work  immediately  without  bat- 
tling through  a  capital  expenditure  requisition. 

We'll  Rent!  You  can  start  now  to  build  new  produc- 


tivity and  profits  with  brand-new  l-R  equipment, 
through  a  tailored  rental  program. 

We'll  Finance!  You  can  put  any  of  our  products  to 
work  fast,  and  conserve  working  capital  by  choos- 
ing one  of  our  multiple  financing  plans. 

Start  today  to  boost  production  and  lower  labor 
costs.  Write  for  your  copy  of  our  12-page  brochure, 
form  No.  800,  detailing  our  leasing,  rental  and  finan- 
cing plans.  Ingersoll-Rand,  Dept.  FF-15,  Woodcliff 
Lake,  New  Jersey  07675. 


DBUY 
DRENT 
n  LEASE 
n  FINANCE 
through  IRFC 


1971-2071 


ca. 


CENTURYE 


! 


Ingersoll-Rand 


It  takes 
a  heap  of ''urban  ore" 
to  keep  you  in  metals 

■         i#  MAR  1  d 


NGAME 


MAR  1  4  1972 

Metal  is  long  lasting  and  reclaimable. 
Recycling  scrap  metal,  or  "urban  ore/'lRRARy 
provides  40%  of  the  copper  and  leaff, 
20%  of  the  zinc  and  30%  of  the  alumi- 
num consumed  in  the  U.S.  every  year. 


Asarco's  Federated  Metals  Division  has  been 
recycling  since  the  turn  of  the  century.  The 
physical  and  chemical  properties  of  our  re- 
claimed metals  conform  to  rigid  standards, 
just  as  do  those  made  from  newly  mined  ore. 
Recycling  kills  two  birds  with  one  stone. 


It  makes  our  mineral  resources  go  farther,  and 
it  also  gets  rid  of  mountains  of  solid  waste— 
which  are  usually  found  around  urban  areas 
—and  puts  it  to  good  use. 

By  "mining"  scrap,  Asarco  serves  industry 
and  also  the  society  in  which  it  lives. 


ASARCO 


AMERICAN  SMELTING  AND  REFINING  COMPANY 


from  now  on  things  are  going 
to  be  different  around  liere. 


People  have  long  believed  it  was 
necessary  to  fight  the  crowds  in  New  York  to 
handle  international  money  matters. 

And  so  they've  grown  accustomed  to 
waiting.  For  impersonal  service. 

No  more. 

We  believe  no  one  should  have  to  wait 
when  it  comes  to  things  financial. 

We  believe  that  the  best  service  is 
personal  service. 

And  we  believe  financial 
planning  and  cash 


management  takes  imagination  and  ideas, 
both  of  which  we  have  in  abundance. 

And  that's -what  it  takes  to  buy,  sell  and 
handle  money  quickly,  expertly,  profitably. 

Changing  the  world  of  banking. 

Your  world. 

Phone  (704)  374-6200  or  (704)  374-6598: 
P.O.  Box  10794;  Cable  FUNBA-CHA. 

Charlotte,  N  c  pjrst  Union  National  BankO 
We're  out  to  change  your  world. 


other  First  Union  National  Bancorp  Subsidiaries:  Cameron-Brown  Company.  HA.  Caesar  and  Company,  Inc  ,  Caesar  Financial  Corporation. 
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THEY'LL  HAVE  TO  STAY  SOMEWHERE. 


The  future  of  the  motor-hotel  industry  looks  bright. 
Very  bright.  According  to  the  U.S.  Department  of 
Commerce,  motor-hotel  receipts  will  double  by  1980. 

Now's  the  time  to  invest  in  a  Ramada  Inn. 

During  the  past  5  years  Ramada's  been  growing 
at  an  average  annual  rate  of  33%.  Today  there 
are  460  Ramada  Inns  (56,000  rooms)  open  or  under 
construction.  But  the  most  dynamic  growth  is  yet 
to  come. 

And  we  offer  everything  you  need  to  capitalize  on 


that  growth.  Support  from  national  television  and 
magazine  advertising.  Affiliation  with  most  major 
credit  cards.  And  a  successful  referral  and 
reservation  system. 

If  you're  interested  in  an  investment  with  a  future, 
write:  Ramada  Inns,  Inc.,  Franchise  Division,  P.O. 
Box  1632,  Dept.    F-103,    Phoenix,  Arizona  85001. 

RAMADA  INNS 

Growing  with  America 
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The  pi 
most  rent  a  car  rates  is 

they're  made  for 
rent  a  car  compginies. 


People  rent  cars  for  different  reasons, 
for  different  lengths  of  time,  and  to  travel 
different  distances. 

Most  rent  a  car  companies  don't  take 
this  into  account.  They  have  a  few  standard 
rates  they  try  to  fit  everyone  into. 

Having  a  few  rates  makes  life  simple 
for  them.  But  it  can  make  life  very  expensive 
for  the  people  who  rent  from  them. 

At  Hertz,  we  believe  that  the  only  fair 
way  to  rent  cars  is  to  rent  them  at  rates  that 
relate  to  how  people  actually  use  cars. 
And  we  do  just  that. 

Our  regular  daily  rate. 

Our  daily  rate  can  vary  from  place 
to  place.  But  it  always  includes  gas.  In  fact, 
many  times  we  cost  no  more  than  the  so- 
called  bargain  places. 

*Our  weekend  and  holiday  rates. 

For  $11.47  a  day  and  It  a  mile,  we'll 
rent  you  a  car  from  Friday  noon  to 
Monday  noon,  or  certain  holidays  (2-day 
minimum). 

*Our  weekly  rates. 

The  $11.47  rate  applies  here  as  well. 
It's  good  for  7  or  more  consecutive  days. 

*Our  new  pay-nothing-per-mile  rates. 

If  you're  driving  a  long  distance  for 
4  days  or  more  these  rates  can  save  you 
money  over  our  regular  rates.  You  can  drive 
all  the  miles  you  want  without  paying  a 
mileage  charge.  For  4  days,  it's  $75;  for 
more  days,  it's  more. 


If  you  rent  a  Pinto  you  can  get  this  deal 
for  a  minimum  of  one  week  for  only  $79. 

All  we  ask  with  these  rates  is  that  you 
return  the  car  where  you  rented  it. 

*Our  $7.47  Pinto  rate. 

Our  Pinto  rate  is  our  least  expensive 
day  rate.  For  only  $7.47  a  day  plus  11^  a  mile, 
you  can  rent  one  any  day  of  the  week  for  as 
many  days  as  you  want. 

*Our  special  situation  rates. 

We  have  special  commuter  rates. 
We  have  a  special  airport  rate  that  lets  you 
pick  up  the  car  in  the  suburbs  and  drop  it  at 
the  airport.  We  even  have  a  rate  for  a  car  if 
your  own  car  is  stolen. 

*Our  special  rates  are  not  available  at 
all  Hertz  offices.  They  apply  to  good  clean 
Ford  Galaxies,  Torinos  or  similar  sedans 
(except  the  Pinto  rates,  which  apply  to 
Pintos).  Gas  is  not  included. 

Should  you  like  more  details,  call  your 
travel  agent.  Or  call  us.  Our  Hertz  girls  will 
be  perfectly  happy  to  take  the  time 
to  figure  out  the  lowest  rate  for  you. 

After  all,  we  don't  expect  that 
every  time  you  rent  a  car 
you'll  know  which  rate 
is  best  for  you. 
All  we  do 
expect  you 
to  know  is 
which  rent  a 
car  company  is. 
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Side  Lines 


Levit(z)ation  Revisited 

There    sat    Levitz    Furniture 
Chairman    Ralph    Levitz,    su- 
perbly tanned,  frightfully  sin- 
cere, e.xuding  the  self-assurance 
of   a   man    who   recently   told 
Forbes    he    was    "worth    $75 
million."  Two   Forbes  report- 
ers  were   among    the   mixture 
of  journalists,  money  managers 
and  security  analysts  invited  last  month  to 
meet  him.   Right  at  the  start,  Ralph  Levitz 
told  the  audience  he  couldn't  say  much.  A 
reporter    asked    whether    critical    articles    in 
Forbes   ("Levit(z)ation,"  Feb.  1)   and  Bar- 
ron's had  hurt  the  furniture  business.  That  one  Levitz  could  answer. 
He  said:  "No," 

There  was  a  girl  at  the  back,  a  kind  of  friend  of  the  house,  who 
prefaced  her  questions  with  a  sarcastic  reference  to  the  "muckraking 
press."  Apparently  she  thought  she  was  putting  us  and  Barron's  down. 
Obviously  she  was  ignorant  of  the  dictionary  definition  of  "muckrake"— 
"to  seek  to  expose  real  or  apparent  misconduct  or  vice  or  corruption." 
So  we'll  take  the  remark  as  a  compliment.  When  the  meeting  ended, 
the  skeptics— among  whom  we  number  ourselves— were  as  skeptical 
as  ever.  As  we  said  in  our  story:  "Every  concept  and  every  projection 
must  one  day  meet  the  test  of  reality,  and  this  one  is  no  exception." 

Re  our  cover  story  on  oil,  page  28:  We  were  intrigued  by  little 
Commonwealth  Oil's  giant  deal  with  Algeria.  Senior  Editor  Harold 
Lavine  investigated.  "I  soon  realized,"  he  says,  "that  there  was  a  much 
bigger  story  here  on  the  world  oil  business."  In  London,  European 
Bureau  Manager  Arthur  Jones  joined  the  effort.  Says  Lavine:  "We 
discovered  the  oil  companies  were  very  worried;  they  didn't  want  to 
talk.  It  was  only  when  Jones  landed  an  intewiew  with  [OPEC  Sec- 
retary-General Nadim]  Pachachi  that  the  oilmen  agreed  to  unbend." 
Aided  by  Reporter-Researcher  Margaret  Everett,  Lavine  put  the  sto- 
ry together. 

Ever  met  an  actuary?  Few  people  have.  But  actuarial  decisions 
affect  such  bread-and-butter  matters  as  how  much  you  pay  for  life 
insurance,  how  much  of  a  pension  you'll  get— and  the  per-share 
earnings  your  company  can  report.  In  a  recent  story  on  life  insurance 
company  earnings.  Associate  Editor  Thomas  Stevenson  became  curi- 
ous about  this  anonymous  breed.  On  page  53  he  tells  us  why  they 
will  be  increasingly  in  the  limelight. 

With  this  issue,  we  introduce  a  new  guest  columnist,  Walter  Oechsle, 
a  vice  president  of  the  New  York  investment  house  of  Amhold  &  S. 
Bleichroeder,  Inc.  Oechsle,  38,  was  born  in  Germany,  and  educated 
here  at  Lafayette  College,  the  University  of  Pennsylvania  and  New 
York  University.  He  has  worked  in  the  field  of  foreign  investment  re- 
search for  the  past  13  years,  and  will  contribute  to  our  "Overseas  Com- 
mentary" (p.  94),  formerly  written  by  the  late  George  Henry.  ■ 
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lexaco  announces  soine  good  news 
for  all  living  things  oh  this  earth. 


If  man  continues  to  let  pollution  go  un- 
checked, all  of  us,  even  creatures  in  the  most 


while  Texaco  provides  the  petroleum  energy 
people  need.  We're  all  aware  of  the  problems 


faraway  forests,  will  one  day  feel  its  effects.  So,     of  pollution.  We  hope  teaming  up  all  our 
for  all  living  things  on  this  earth,  Texaco  would     experience  will  help  us  find  practical  solutions, 
like  to  announce  some  good  news  concerning 

our  environment.  TEYAPni 

At  Texaco,  we've  created  a  new  department  J  "'»***•*'] 

for  environmental  protection.  It's  made  up  of 

Texaco  people  who  are  dedicated  to  finding  ways  ^^''^  working  to  keep  your  trust, 

to  protect  the  earth,  the  air,  and  the  water. 
This  department  will  guide  the  Company's  con- 
tinuing efforts  to  help  protect  the  environment, 


We're  working  to  keep  your  trust. 


%.^^«»^« 


The  world's 

cleanest  power 

comes  in  this 

package 


It's  also  the  quietest,  safest  and  most  versatile.  D 
And  today,  because  of  design  advances  the  lead- 
acid  battery  is  more  efficient  than  ever  before.  It 
delivers  up  to  70%  more  ampere  hours  of  w/ork  per 
cubic  inch  than  its  ancestor  of  a  decade  ago.  D 
Electric-powered  mechanisms  generally  are  sim- 
pler, last  longer  and  cost  less  to  operate  and  main- 
tain than  combustion-powered  equipment.  Electric 
lift  trucks,  for  example,  save  as  much  as  $3,600.  per 
year  per  truck  over  gas-powered  trucks.  D  When 


ST  JOE 

MINERALS  CORPORATION 


you  add  all  this  to  the  fact  that  gas-powered  en- 
gines also  need  batteries  for  starting,  lighting  and 
ignition,  you  can  see  why  the  use  of  lead  for  bat- 
teries has  grown  from  582,500  tons  in  1969  to  an 
estimated  638,000  tons  in  1971.  D  As  the  nation's 
most  efficient  producer  of  lead,  and  a  major  sup- 
plier to  the  battery  industry,  St.  Joe  shares  in  this 
growth.  It  is  another  of  the  expanding  markets  for 
the  basic  minerals  we  supply  to  industry.  □  Write 
for  a  copy  of  our  latest  annual  and  quarterly  reports. 


.  .'.  and  its  subsidiary,  Quemetco,  Inc.  produce  and  sell  zinc,  zinc  oxide,  lead,  lead  alloys,  lead 
oxides,  fabricated  lead  products,  lead  based  lubricants,  iron  ore  pellets,  iron  oxide,  agricul- 
tural limestone,  cadmium,  copper  concentrates,  silver  and  sulphuric  acid. 

250  Park  Avenue,  New  York,  New  York  10017,  Tel.  (212)  9e6-7'^74 


Lemon  peel 
dipped  in  vermouth. 
This  week's 
perfect  martini  secret. 

Just  moisten  a  lemon  peel  with  vermouth. 
And  use  the  perfect  martini  gin, 
Seagram's  Extra  Dry. 

Seagram's. 

The  perfect  martini  gin. 


SEAGRAM  OISTILURS  COMPANY,  NEW  YORK  CITY. 

90  PROOF.  DISTIUEO  DRY  GIN.  DISTILLED  FROM  AMERICA*!  GRAIN 


Trends 

&  Tangents 


FOREIGN 


Strange   Bedfellows? 

Stranger  than  the  U.S.  and  Chi- 
na? Well,  almost  as  strange.  Rus- 
sia is  wooing  Japan,  and  there  are 
strong  signs  that  Japan  is  respond- 
ing. Both  fear  China,  both  feel 
slighted  by  the  U.S.  The  Russians 
suspect  China  is  eyeing  relatively 
undeveloped  Siberia  and  Central 
Asia.  Japan  has  the  capital  and 
the  knowhow  to  develop  them, 
and  can  use  the  raw  materials. 
Russia's  Novosti  press  agency— 
the  equivalent  of  the  U.S.  Informa- 
tion Agency— says  that  Soviet-Jap- 
anese trade,  $870  million  in  1971, 
is  slated  to  double  before  1975.  Al- 
ready the  Soviet  Union  is  trading 
Siberia's  timber  for  Japan's  ma- 
chinery, and  hopes  to  exchange 
more  gas  and  oil  for  more  of  Ja- 
pan's technology. 

A  Lot  of  Give  or  Take 

The  next  time  a  U.S.  public  of- 
ficial speaks  gravely  of  the  popula- 
tion of  the  Peoples  Republic  of 
China,  don't  believe  him:  No  one 
knows  for  sure.  A  recent  U.S.  Cen- 
sus Bureau  estimate  was  850  mil- 
lion—but with  a  leeway  of  50  mil- 
lion in  either  direction;  while  the 
Population  Reference  Bureau  cites 
1970  estimates  from  754  million  to 
871  million.  The  last  Chinese  cen- 
sus in  1953  put  the  figure  at  about 
583  million. 


WASHINGTON 


Tax  Break 

Working  mothers  (and  fathers 
raising  families  alone)  will  for  the 
first  time  get  a  tax  break  in  1972 
l)y  being  allowed  to  deduct  em- 
ployment-related costs  of  baby  sit- 
ters, housekeepers  or  nursery 
schools.  Deductions  up  to  $400  per 
month  are  permitted  if  both  par- 
ents are  employed  full  time  or  if 
there  is  only  one  employable  adult 
in  the  family.  A  similar  plan  will 
apply  to  care  for  an  invalid.  The 
lull  deduction  is  possible  only  for 
families  with  adjusted  gross  income 
under  $18,000,  but  some  deduc- 
tion is  allowed  up  to  a  maximum 
of  $27,600.  But  the  rules  don't  ap- 
ply to  the  taxes  due  next  month. 


Moon  Gazing 

When  the  next  manned  Apollo 
moonshot  takes  off  (scheduled  for 
April  16),  stay-at-homes  can  follow 
it  more  easily  with  a  guidebook. 
On  the  Moon  with  Apollo  16,  pre- 
pared by  NASA  to  coordinate  with 
the  television  coverage.  It  will 
serve  as  an  itinerary  for  moon 
walks,  explain  the  scientific  experi- 
ments aYid  terminology  and  give  a 
short  course  in  orbital  science  for 
the  layman.  The  book,  number 
EP95,  is  available  for  $1  from  the 
Government  Printing  Office  in 
Washington,  D.C.  20402. 


BUSINESS 


The  Collapsing  Untbrella 

For  investors,  a  major  advantage 
of  utility  stocks  has  been  that  some 
or  all  of  their  dividends  were  con- 
sidered return  of  capital  and  there- 
fore sheltered  from  income  taxes. 
But  not  after  this  year.  A  clause 
in  the  Tax  Reform  Act  of  1969  now 
requires  utilities  to  use  straight- 
line  depreciation  in  determining 
earnings  and  profits,  from  which 
dividends  are  paid  out,  although 
they  may  continue  to  use  acceler- 
ated depreciation  in  calculating 
(Continued  on  page  95) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LASEL  HERE 


Name  {please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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SUPPORT.  THArS 


¥nTHACOMr 


Yougethall¥ritha 
Kodak  computer  output 
microfilmer. 


A  COM  unit  can  put  your  computer  tape  data 
on  microfiinn  at  fantastic  speed,  with  big  savings  in 
paper  costs,  too. 

But  even  the  best  COIVl  system  is  only  as  good 
as  the  manufacturer's  backup  support.  And  when 
you're  using  a  Kodak  KOM-80  or  KOM-90  micro- 
filmer,  it's  nice  to  know  that  you  have  Kodak's  full 
resources  in  software,  service,  and  systems  sup- 
port to  call  upon. 

Want  to  hear  the  full  story?  We're  ready  for  you 
there,  too.  Just  send  in  the  coupon. 


Please  send  me  full  details  on  Kodak  KOM  microfilmers  and 
backup  support. 

Name 


Position- 


Company. 
Address— 


City. 


.State. 


-^ip- 


Eastman  Kodak  Company 
Business  Systems  Markets  Division 
Dept.DP5i8,  Rochester,  N.Y.  14650 

For  better  information  management 

Kodak  Microfilm  Systems 


Let's  find  the  way 

Do  you  have  complex  financial  problems  requiring 
sophisticated  and  creative  techniques?  We  develop 
financing  arrangements,  such  as  commercial  term  and 
revolving  loans,  rediscounting,  capital  equipment 
financing  and  leasing,  intermediate-term  first  and 
second  mortgages,  construction  loans,  and  standby 
commitments,  that  typically  have  unusual  character- 
istics designed  to  meet  a  borrower's  specific  needs. 
Our  strong  relationships  with  other  major  financial 
institutions  also  enable  us  to  lead,  syndicate  or  par- 
ticipate in  transactions  of  any  size. 
Let's  find  the  way  to  solve  your  financial  problems. 

Write  to  Ford  Motor  Credit  Company,  Commercial, 
Industrial  and  Real  Estate  Financing,  P.O.  Box  1729 
(DF),  Dearborn,Michigan  48121.  Phone  313  337-9634. 


Ford  Motor 

Credit 

Company 


Commercial 
Industrial 
Real  Estate 


FINANCING 


READERS  SAY 


The  Red  and  the  Black 

Sir:  We  are  not  deep  in  the  red,  but 
solidly  in  the  black  (  Forbes,  Mar.  1 ) 
Our  aftertax  earnings  for  the  first  half  of 
this  fiscal  year  were  $911,000,  which 
should  be  contrasted  to  last  year's  after- 
ta.x  loss  of  $7,133,000  for  the  identical 
period.  That  figure  included  losses  from 
discontinued  operations  of  $1,345,000 
and  certain  extraordinary  losses. 

—Thomas  McMaster 

Chairman  of  the  Board 

Allied  Supermarkets 

Detroit,  Mich. 

Our  statisticians  based  their  statement 
on  the  old,  fiscal  1971  figures.  We  goofed. 
We're  sorry— Ed. 

Axe  Needs  Grinding 

Sir:    If   you    guys   are   so    smart,    how 

come  Levitz  stock  is  nearly  as  high  now 

as  it  was  before  you  and  Barron's  gave 

them    the    hatchet    (Forbes,    Feb.    1)? 

—Tames  Walker 

New  York,  N.Y. 

Higher  Rates,  Higher  Charges 

Sir:  Lonesome  people  who  don't  want 
an  empty  mailbox  should  pay  their  own 
way  ( Fact  ir  Comment,  Mar.  1 ) .  The 
proposed  postal  service  rate  changes  con- 
stitute an  income  redistribution  poHcj' 
which  has  gainers  and  losers.  From  your 
editorial,  I  must  assume  that  you  feel 
that  you  won't  be  able  to  transfer  the 
new  load  fully  to  your  customers. 

—Eric  S.  Hoekstra 
Greensboro,  N.C. 

Oh,  but  wc  ivill-MSF. 

Rich  Fraternity 

Sir:  It  is  a  joy  to  read  Professor  [Roger] 
Murray's  analysis  of  our  "corporate  econ- 
omy" (Forbes,  Jan.  15).  It  has  become 
fairly  obvious  that  corporate  manage- 
ments are  composed  of  fraternity  brothers, 
few  of  whom  deserve  their  excessive  re- 
muneration and  inherent  privileges. 

—Dorothy  H.  Masley 
Albuquerque,  N.M. 

Who  Needs  the  Oil? 

Sir:  Baloney  to  your  Alaskan  oil  edi- 
torial ("Time  To  Cet  The  Oil  Out," 
Mar.  1).  The  longer  we  leave  tlie  oil 
in  the  ground,  the  better  off  future  gen- 
erations will  be.  If  we  had  a  brain  in  our 
head,  we  would  abolish  import  quotas. 

—Ed  Lloyd 
Middletown,  N.Y. 

Sir:  If  we  need  the  oil  in  this  country, 
why  not  ship  it  by  land  across  Canada  to 
New  England  instead  of  around  Robin 
Hood's  barn  across  Ala.ska,  down  the  West 
Coast,  through  refineries  in  California, 
then  by  pipeline  to  the  Northeast.  We 
(  Continued  on  page  96 ) 
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Myers&Liggett? 

We  haven  t  really  changed  the  name,  but  we  have  changed  the  company.  We  are  now  58  percent  non-tobacco 


'Everytime  I  shampoo  my 

Mercury  rug  with 

Blue  Lustre,  it  rains." 


Marvelous  stuff, 
Alpo.  I'm  getting 
12  miles  to 
the  can 


"Who  do  you 
like  in  the  fifth?' 


Oh,J&B, 

Wild  Turkey, 
or  Bombay." 


You  know  Liggett  &  Myers 
■for  its  L&M.  Chesterfield, 
Lark  and  Eve  cigarettes. 
But  did  you  know  L&M  has  the 
leading  brands  in  Scotch  whisky 
(J&B),  canned  dog  food  (Alpo),  premium  bourbon 
(Wild  Turkey),  premium  gin  (Bombay),  liquor  specialties 
(Grand  Marnier,  Metaxa,  Campari),  fine  imported  wines 
(Chauvenet,  Charles  Heidsieck,  Calvet,  Lagosta),  house- 
holdcleaning  products  (Blue  Lustre),  prepackaged, 
room-size  rugs  (Mercury),  watch  bands  (Brite),  and  even 
popcorn  (3-Minute).  During  the  last  seven  years,  sales 
of  our  non-tobacco  products  have  jumped  from  zero 
to  58  percent  of  total  sales,  excluding  excise  taxes. 


iggett&  Myers 

^^  InrnrnnratPfl 


Incorporated 


DC-10: 

one  of  the  quiet  successes 
that  makes  us  a  different  kind 
of  aerospace  company. 

The  new  DC-10's  quieter,  smokeless 
takeoffs  and  landings  are  impressing 
community  leaders  and  government 
officials  everywhere.  Airline  executives 
see  it  as  the  backbone  of  commercial 
air  travel  for  many  years  to  come. 
Passengers  like  its  many  comforts  and 
conveniences.  And  pilots  tell  us  it 
handles  like  a  dream.  D  Serving  the 
needs  of  the  air  traveler  through  creative 
technology  is  just  one  of  the  jobs 
McDonnell  Douglas  does  best.  D  Another 
is  creating  space  systems— such  as  our 
Thor/Delta  launch  vehicles,  and  soon, 
Skylab  orbital  workshop  — that  help 

improve  worldwide 

communications 

and  promise  better 

use  of  Earth's 
resources.  D  We  build  Phantoms  and 
Skyhawks,  and  the  new  F-15,  to  bolster 
national  defense.  And  we're  using  our  **|k 
computer  technology  to  aid  business,   "*?"V 
education  and  health. 


We  believe  in 
using  aerospace 
technology  where  it 
will  do  the  most 
good  for  everyone.  D  For  our  latest 
financial  statement,  write  P.O.  Box 
14526,  St.  Louis,  Mo.  63178. 

These  forward-looking  airlines  have  chosen  the 
DC-10:  American  Airlines,  United  Air  Lines, 
Northwest  Airlines,  Trans  International  Airlines, 
KLM-Royal  Dutch  Airlines,  Scandinavian  Airlines 
System  (SAS),  Swissair,  UTA  French  Airlines, 
Overseas  National  Airways,  National  Airlines, 
Air  Afrique,  Alitalia,  Continental  Airlines, 
Air  New  Zealand,  Sabena  Belgian  World  Airlines, 
Lufthansa  German  Airlines,  Atlantis,  Finnair, 
Delta  Air  Lines,  Western  Airlines,  and  / 

Iberia  Air  Lines. 
lyaCDOMMELL.  DOU€SlL/KS 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


NIXON'S  CHINA  VISIT 

Like  I  said  (Forbes,  Jan.  i),  if  I  were  John  Mitchell  I'd 
begin  to  worry  about  my  candidate  Peking  too  soon. 

WILL  THE   ^^REAL"   MARXISTS   PLEASE  STAND  UP? 

Communism  is  confusin'  if  not  amusin'.  practiced  by  the  others. 

Those  of  us  opposed  to  it  seem  more  certain  of  what  "Monolithic"  communism? 

it  is  than  those  who  embrace  it.  China,  Russia  and  Yugo-  It  would  seem  it  has  more  deviations  than  India  has 

slavia   each    warred    over   The    Word    as    preached    and  dialects. 

A  HAPPY  NOTE 

"We  see  signs  that  the  economy  is  turning  up  and  that 
consumer  confidence  is  returning.  Also,  I  believe  that 
Phase  Two  is  providing  some  much  needed  stability  to  the 
economy."— Don  Burnham,  CEO,  Westinghouse. 

I  think  he's  right. 

CHEAP  AND  EXPENSIVE 

When  the  corporate  liquidity  crunch  was  really  on  a  With  the  cash  emergency  happily  and  many  months 

while   back,   one   emergency   measure   used   by   sweating  past,  there  is  no  longer  any  excuse  to  use  this  "costless"  forni 

cash-responsible  executives  was  to  delay  paying  company  of  enforced  borrowing  from  one's  suppliers, 

bills  in  their  normal  course.  It's  cheap  stuff. 

Usually  a  pretext  in  the  form  of  questioning  some  item  It's  a  crummy  form  of  coercion-extortion, 

or  other  was  used  to  cover  the  delay.  It's  high  time,  past  time  that  decent  companies  cut  it  out. 

HAROLD  WILSON 

Wha  would  ever  have  thought  to  see  a  once  Prime  Min- 
ister of  Great  Britain  descend  to  less  than  the  least  among 
the  people  he  at  one  time  led. 
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FOUR-DAY  WORK  WEEK 

A  hot,  good  thing  for  a  Presidential  aspiiant  to  be  for. 

I  wonder  why  none  so  far  has  spoken  of  it. 

Who  do  you  think  will  be  shaip  enough  to  be  first?. 


OLYMPIC  GAMES 


All  good  and  no  bad. 

For  athletes  just  to  make  their  countiy's  Olympic  team 
is  an  immense  accomplishment,  and,  of  course,  a  win  is  the 
ultimate  accolade.  The  Olympics  really  do  accomplish  their 
purpose  of  spurring  millions  to  tiy  harder,  to  be  healthier. 
Despite  the  sometimes  frenzied  competitiveness,  interna- 
tional person-to-person  rapport  almost  invariably  results. 


The  host  cities  are  the  other  real  reapers  in  the  form  of 
subway  systems;  radically  improved  trafiBc  arteries;  first- 
rate,  imaginative  new  housing;  along  with  the  usual  new 
stadiums,  rinks  and  arenas. 

It's  encouraging  once  in  a  while  that  some  Big  Thing 
accomplishes  every  good  thing  that  its  enthusiasts  an- 
ticipate. 


YOU  NEVER  KNOW 


The  comments  from  readers  generated  by  the  com- 
ments here  are  constantly  surprising.  My  ringing  over- 
simplifications on  how  to  right  what's  wrong  with  the 
world  often  get  the  same  amount  of  reader  response 
as  compliance— none. 

On  the  other  hand,  let  me  mention  something  of  mon- 
umental unimportance  like  the  "Splayd"  (the  one-piece 
combination  of  knife,  fork  and  spoon)  and  the  mail  comes 


pouring  in.  I  have  had  literally  dozens  of  letters  denounc- 
ing it,  supporting  it  and  asking  where  they  can  buy  it.* 

If  only  nations  and  company  presidents  and  boards  of 
directors  and  parliaments  would  jump  with  the  same  alac- 
rity to  do  all  the  important  things  Forbes  here  tells  'em  to 
do,  we'd  soon  be  living  in  a  problemless  world. 

•Lord  &  Taylor,  5th  Ave.  at  38th  Street,  New  York  City.  "SpooniKs"  set  of  6  for 
$14. 


ANENT  McCRORY,  NEWBERRY,  PLAYTEX,  SCHENLEY,  BVD  ET  AL. 

Betting  on  "Rapid"  Riklis 

may  be  more  reckless  than  riskless. 


VOLKSWAGEN 


At  the  present,  anyway,  its  future  is  behind  it. 
People  get  tired  even  of  good  things  and,  after  so  many 
years,  people  are  simply  tired  of  the  Beetle.   Many  are 


turning  to  money's-worth  Japanese  alternatives. 

Maybe  at  this  bedtime  someone  should  teU  VW  the 
Tale  of  Henry  I  and  his  too-long  affair  with  the  "T." 


SOLDIERS  ON  CAMPUS 


At  the  summit  of  the  often  bitter  and  widespread  op- 
position to  this  country's  then-still-spreading  involvement 
in  Vietnam,  undergraduates  and  faculties  frequently  joined 
hands  to  toss  Reserve  OfiBcer  Training  Corps  programs  off 
their  campuses.  It  was  an  at-hand  way  to  vent  their  depth 
of  feeling. 

It  was  a  bad  and  shallow  action,  though. 

And  now  that  the  objective  of  getting  us  out  of  Vietnam 
is  being  achieved,  it's  lieartening  to  see  that  at  some  uni- 
versities there  are  second  thoughts.  Princeton,  for  instance, 

EVERYBODY,  SOMEBODY,  ANYBODY 

Everybody  has  to  be  somebody  to  somebody  to  be 
anybody. 


has  reversed  its  decision  to  force  R.O.T.C.  out.  So,  too,  is 
Brown  reconsidering. 

Until  the  millennium,  or  until  this  world's  people  totally 
self-destruct,  oui'  country  will  continue  to  need  an  aiiny. 
Intelligent,  educated  officers  are  preferable  to  dumb  ones. 
R.O.T.C.  has  long  been  an  important  source  of  the  for- 
mer for  our  armed  services. 

It's  an  absiu-d  contradiction  of  any  university's  reason  for 
being  to  prohibit  an  educational  activity  that  meets  a  na- 
tion's need  for  intelligent  leadership. 

BEGINNING  OF  WISDOM 

Finding  out  (after  you  get  it)  that  what  you  wanted 
isn't. 


i 


18 


—Malcolm  S.  Forbes, 

Editor-in-Chief 


Forbes 


The  Fall  of  Jakob  Isbrandtsen 

American  Export  Lines  is  in  ruins,  its  assets  sadly  depleted. 
Was  it  hanky-panky?  Or  did  Jakob  Isbrandtsen  dream  too  big? 


Just  focr  years  ago,  at  age  46, 
Jakob  Isbrandtsen  was  president  of 
American  Export  Industries  and  worth 
on  paper  at  least  S50  million— some 
say  as  much  as  SI 25  million;  he  was 
a  major  figure  in  world  maritime  cir- 
cles. Today  at  50,  he  is  out  of  the 
company;  most  if  not  all  of  his  hold- 
ings are  in  hock;  and  he  is  earning  a 
relati\eK  modest  living  as  chairman 
of  Manhattan's  South  Street  Seaport 
Mviseum. 

The  eighth  generation  of  his  Dan- 
ish family  in  shipping,  Isbrandtsen 
had  a  dream.  He  wanted  to  build  an 
automated,  integrated  shipping  sys- 
tem that  would  take  seaborne  freight 
out  of  the  age  of  the  clipper  ship  and 
into  the  age  of  the  computer. 

His  dream  was  built  on  a  pyramid. 
Together  with  the  family  holding 
company,  Isbrandtsen  Co.,  of  which 
he  was  the  largest  shareholder,  Is- 
brandtsen controlled  43%  of  Export's 
voting  stock.  Export  owned  1 1^  and 
controlled  another  10%  of  the  stock  of 
Equity  Corp.,  a  closed  end  invest- 
ment company  with  over  $160  mil- 
lion in  assets.  Export  also  owned  19% 
of  Detroit  Steel,  which  in  its  turn 
owned  25%  of  big  Cleveland-Cliffs 
Iron  with  its  own  siock  portfolio 
worth  $78  million.  In  all,  Jakob  Is- 
brandtsen held  sway  over  $900  mil- 
lion worth  of  assets. 

But  a  pyramid  is  not  only  a  monu- 
ment; it  is  first  of  all  a  tomb.  Today 
American  Export  is  on  the  verge  of 
bankruptcy.  There  was  a  ruinous  rate 
war  in  the  Atlantic,  a  crippling  East 
Coast  dock  strike,  a  severe  rise  in  in- 
terest rates  and  huge  capital  expen- 
ditures for  its  "Inter-Freight"  con- 
cept; Export  became  badly  overex- 
tended. Top-heavy  with  S273  million 
in  debt  as  against  only  $104  million 
in  equity,  it  plunged  $41.7  million  in- 
to the  red  in  1970.  Last  year  things 
got  worse,  though  just  how  much 
worse  cannot  be  determined  until 
fourth-quarter  figures  are  reported. 
Through  September,  Export  had  al- 
ready lost  another  $50  million.  Its. 
stockholders'  equity  has  virtually  been 
wiped  out.  Its  stock,  70  in  1968,  re- 
cently sold  under  6. 


At  the  end  of  1970,  when  Export 
developed  a  $3-million  working-cap- 
ital deficit,  its  term  loans  turned  auto- 
matically into  demand  loans.  "The 
banks  insisted  on  bloodletting,"  says 
Isbrandtsen.  "The  lifeblood  of  Export 
was  its  holdings  in  Detroit  Steel  and 
Equity  Corp.  Through  merger  there 
was  ample  capital  there,  if  the  banks 


Jakob  Isbrandtsen 

had  not  forced  us  to  dispose  of  them. 
Export  was  cut  down  by  the  banks." 

One  by  one,  Export's  salable  assets 
went  over  the  side  to  keep  it  afloat. 
In  March  1970  its  19.3%  position  in 
Detroit  Steel  was  sold  to  Cyclops 
Corp.  for  $18  million  in  cash  and 
notes.  In  January  1971  its  11.7%  posi- 
tion in  Equity  Coip.  brought  $6.7 
million  in  cash,  and  in  October  1971 
its  profitable  National  Equipment 
Rental  subsidiary  was  sacrificed  for 
$21  million  in  cash  and  notes  (which 


involved  a  lo.ss  of  over  $19  million). 

Export  was  in  danger  of  foundering. 
By  last  fall  the  small  leak  in  working 
capital  had  turned  into  a  gaping  $87- 
million  hole.  The  company  was  un- 
able to  meet  its  preferred  dividends  or 
interest  payments  on  a  $46.6-million 
term  loan. 

Like  a  good  captain,  Jakob  Isbrandt- 
sen may  have  gone  down  with  his 
ship.  He  is  no  longer  an  officer  or  di- 
rector of  either  Equity  or  Export. 
Much  if  not  all  of  Isbrandtsen  Co.'s 
Export  holdings,  as  well  as  Jakob's  per- 
sonal Export  holdings,  are  pledged  as 
collateral— mostly  for  the  purchase  of 
$12  million  in  Manhattan  real  estate 
for  the  South  Street  Seaport  Museum. 
"We've  had  a  lot  of  problems  with 
Isbrandtsen,"  says  the  executive  of  a 
leading  foreign  shipping  company. 
"He  owes  us  money.  We  always  dealt 
personally  with  Isbrandtsen,  you  see. 
Never  with  Export.  We  offered  to 
help  him  out,  but  he  told  us  it  was 
too  complicated." 

Export  is  now  headed  by  Ellis  B. 
Gardner,  a  former  Litton  executive 
fresh  from  Litton's  marine  group 
(Forbes,  Dec.  15,  1971).  Gardner 
has  announced  that  he  may  go  to 
court  to  recover  $8.4  million  resulting 
from  transactions  between  Export  and 
"corporations  that  may  have  been  af- 
filiates of  Mr.  Isbrandtsen."  Under  sim- 
ilar claims.  Export  has  already  re- 
ceived from  those  coiporations  $1.2 
million  in  cash,  another  $2  million  in 
eight-year  notes  and  cancellation  of 
around  $500,000  in  debt. 

Was  Isbrandtsen  siphoning  off  mon- 
ey from  Export?  Isbrandtsen  argues 
he  had  to  make  certain  deals  to  get 
around  the  stodgy  Maritime  Adminis- 
tration. "As  a  subsidized  carrier.  Ex- 
port could  neither  own,  charter  nor 
broker-agent  a  foreign  ship,"  he  ex- 
plains. "Well,  for  example,  we  felt  we 
needed  here  someone  to  provide  a 
rather  intricate  system  of  ten  or  12 
feeder  ships  operating,  say,  from 
Bremen  up  to  Scandinavia,  where  they 
attach  to  the  mother  ship.  And  cer- 
tain land-based  sei^vices  you  weren't 
going  to  live  long  enough  to  see  Ex- 
port Lines  be  able  to  do  for  herself. 
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So  companies  that  were  performing 
these  services  for  Export  had  current 
accounts  from  Export  that  were  more 
than  would  ordinarily  be  needed,  but 
we  recognized  that  they  needed  pre- 
payments or  advances  to  get  good 
terms  on  what  they  were  going  to 
perform  for  us." 

"Isbrandtsen,"  says  a  competitor, 
talking  about  Jakob's  proclivity  for 
complex  deals,  "is  the  kind  of  guy  that 
if  you  said,  'Look,  I'll  meet  you  across 
the  room,'  he  would  climb  out  of  the 
window  and  go  up  over  the  roof  and 
come  back  down  the  other  side  to 
get  there."  Some  call  him  a  brilliant 
dreamer.  Others  say  that  Jakob,  who 
never  went  to  college,  was  preoccu- 
pied with  trying  to  outsmart  competi- 
tors with  ever  more  complex  schemes. 
He  may  have  outsmarted  himself. 

There  are  reports  that  he  bore 
such   a   deep   grudge   against   former 


friend  John  J.  McMullen,  then  presi- 
dent of  U.S.  Lines,  that  he  broke  off 
a  proposed  merger  between  U.S. 
Lines  and  Export  and,  stubbornly, 
even  blocked  the  use  by  U.S.  Lines  of 
Export's  massive  $56-million  Rowland 
Hook  containerport  terminal  on  Stat- 
en  Island  due  to  be  completed  this 
month.  Isbrandtsen  concedes  that  U.S. 
Lines*  use  of  Howland  Hook  would 
have  taken  much  of  the  financial  pres- 
sure off  Export.  He  blames  the  break- 
down in  negotiations  on  "emotionalism 
about  funnel  marks  [the  house  colors 
on  the  smokestacks]  and  a  difference 
in  philosophy."  Says  Isbrandtsen:  "As 
a  result  of  technology,  the  expertise 
had  shifted  from  ship  to  land.  Some 
steamship  operators  couldn't  accept 
that."  In  other  words,  he  wanted  him- 
self as  boss,  not  McMullen,  then  a 
major  stockholder  in  both  Export 
(5%)  and  U.S.  Lines  (5%). 


Today  American  Export  fights  for 
corporate  sui-vival.  It  has  offered  for 
sale  its  laid-up  liners  Constitution 
and  Independence,  its  two  factory- 
freezer  fishing  trawlers,  five  of  its 
tankers,  eight  of  its  break-bulk  ships, 
its  terminal  facilities  at  Howland  Hook 
and  Stapleton,  Staten  Island,  Livomo, 
Italy  and  Cadiz,  Spain.  A  major  asset 
is  its  $90-million  tax-loss  carryforward. 

If  th^  dream  is  realized— and  it  may 
well  be  because  it  makes  economic 
sense— it  will  be  realized  by  other 
men  than  Jakob  Isbrandtsen  and  by 
other  companies  than  American  Ex- 
port Industries.  Jakob's  close  friend, 
William  Zeckendorf,  whose  own  high- 
ly leveraged  real  estate  pyramid  col- 
lapsed, but  whose  best  properties  paid 
off  for  others,  pays  Isbrandtsen  his 
highest  tribute.  Says  Zeckendorf:  "He 
made  the  same  mistake  I  did— his 
reach  exceeded  his  grasp."  ■ 


Casey's  Friendly  Critic 

Representative  John  Moss  has  his  own  ideas  about  how 
to  make  the  SEC  a  more  effective  government  watchdog. 


Securities  &  Exchange  Commission 
Chaiiman  William  Casey's  smooth 
handling  of  Wall  Street  has  charmed 
his  friends  and  disarmed  his  critics. 
By  any  standard,  but  especially  in 
contrast  to  Hammer  Budge,  his  pre- 
decessor, Casey  has  been  decisive  and 
effective.  He  has  pushed  to  imple- 
ment negotiated  rates,  launched  new 
studies  and  polished  up  the  security 
industry's  stained  image.  At  a  glance 
Casey  has  a  firm  grip  on  the  direc- 
tion securities  legislation  is  headed. 

But  Casey  has  failed  to  win  over 
one  important  man.  Representative 
John  E.  Moss  (Dem.,  Calif.),  chair- 
man of  the  House  Commerce  Sub- 
committee, is  currently  holding  hear- 
ings and  hopes  to  come  up  with  his 
own  securities  act  by  year-end.  Moss 
is  intentionally  vague  about  the  de- 
tails of  what  he  plans  to  propose.  But 
one  idea  that  is  receiving  his  closest 
attention  is  to  move  the  SEC  away 
from  its  dependence  on  the  Bureau  of 
the  Budget— and  hence  the  White 
House— by  making  it  a  directly  funded 
agency  of  Congress. 

Though  he  won't  discuss  the  spe- 
cifics of  his  ideas,  it  seems  clear  that 
Moss  believes  that  there  are  close 
links  between  the  White  House  and 
Wall  Street— too  close.  "Personally," 
he  told  FoHBES,  "my  relations  with 
Mr.  Casey  are  very  good,  but  I  think 
that  Mr.  Casey  does  not  yet  recog- 
nize a  number  of  things— one  [is  that] 
he  is  the  chairman  of  an  independent 
regulatory    commission,    not    a    com- 


mission   within    the    branch    of    the 
White  House." 

What  Moss  is  getting  at  is  the  im- 
portant question  of  priorities.  Many 
regulators  put  preservation  of  the  in- 
vestment industry  even  ahead  of  in- 
vestor protection.  When  Bernard 
(Bunny)  Lasker,  then  chairman  of  the 


Hep.  John  Moss 


New  York  Stock  Exchange,  paid  an 
urgent  visit  to  Richard  M.  Nixon  dur- 
ing the  May  1970  panic,  monetary 
policy  changed.  The  President  rec- 
ommended buying  stocks,  and  the 
market  started  to  climb.  Those  in- 
volved saw  it  as  a  matter  of  restoring 
the  country's  economic  health. 

Moss,  however,  ranks  the  public 
safety  equal  to  Wall  Street's  health. 
"We  have  to  restore  investor  confi- 
dence above  all,"  he  says. 

Moss  is  openly  critical  of  the  pace 
and  practices  of  the  SEC— even  now, 
under  Casey.  He  doesn't  believe  that 
the  SEC  is  adequately  policing  the 
net  capital  rules.  He  found  the  insti- 
tutional investor  study  "disappoint- 
ing." He  complains  that  the  SEC  is 
leaving  the  all-important  details  on 
unsound  practices  and  institutional 
membership  to  the  industry.  As  for 
new  legislation,  says  Moss:  "The  SEC 
still  has  not  presented  us  with  draft 
legislation  on  the  new  powers  it  wants 
from  us  to  increase  penalties  and 
cover  clearing  functions." 

Moss  is  not  a  man  to  be  ignored. 
He  is  a  one-issue  Congressman  who 
clamps  onto  a  subject  and  never  lets 
go  until  he  wins— or  loses.  The  securi- 
ties industry,  or  at  least  the  mutual 
fund  segment,  did  defeat  Moss  when 
he  backed  a  tougher  mutual  fund  bill 
than  the  one  that  eventually  passed 
in  1970.  But  this  time  Moss  is  con- 
vinced that  he  has  a  popular  issue, 
one  that  stirs  his  fellow  congressmen 
—who  have  more  small  investors  than 
investment  men  among  their  constitu- 
ents. Says  Moss  of  his  own  committee: 
"I've  got  the  votes." 

Whoever  wins  the  Presidential 
election,  Wall  Street  will  be  hearing 
from  Congress  next  year.   ■ 
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stop  the  Economy! 

Harry  Bridges  wants  the  power  to  do  just  that.  Who 
says  so?  He  does.   He  and  his  friends  may  get  it. 


One  b[C  union.  One  big  union  that 
could  paralyze  the  nation.  That  has 
long  been  the  dream  of  certain  labor 
leaders,  some  of  them  confirmed  left- 
ists, some  of  them  mereK'  power-hun- 
gry. And  now  Harr>  Bridges,  the 
aged  (70),  embittered  long-time  pres- 
ident of  the  International  Longshore- 
men's and  Warehousemen's  Union  is 
working  on  a  plan  to  make  that  dream 
come  true.  He  wants  to  form  one  big 
union  of  truckers,  dockers,  airline  and 
railroad  workers.   If  they  were  all  to 


Not  Bridges.  He  wants  a  union  that 
could  do  what  the  British  miners'  un- 
ion just  did:  stop  the  economy.  "The 
coal  strike  in  Great  Britain  was  a 
unique  situation,"  he  says,  almost  en- 
viously. "There  a  few  miners  have 
such  power  they  were  able  to  stop 
the  economy.  We  could  only  get  the 
same  effect  in  the  U.S.  through  the 
transportation  business.  If  we  com- 
bined truckers,  dockers  and  other 
transportation  workers,  we  would 
have  the  power  to  make  a  strike  ex- 


ILWU  to  merge,  and  then  merge 
with  the  Teamsters."  WTiy  ideal?  "Sim- 
ple: economic  power." 

Actually,  there  are  several  barriers 
in  the  way  to  forming  the  one  big 
union  Bridges  talks  about.  The  ILA's 
Gleason  is  a  strident  anti-Communist, 
while  Bridges  has  long  been  dogged 
by  his  left-wing  reputation.  (More 
than  once  in  decades  past,  the  Gov- 
ernment tried  to  have  him  deported  to 
his  native  Australia  as  a  Communist, 
a  charge  he  steadily  and  successfully 
denied.)  Moreover,  the  ILWU  and  tlie 
Teamsters  have  yet  to  resolve  their 
dispute  over  which  union  has  jurisdic- 
tion over  filling  containers.  Still,  ideol- 
ogy plays  a  diminishing  role  in  trade 
union  politics  these  days,  while  pow- 


strike  at  the  same  time,  they  would 
bring  the  whole  U.S.  economy  to  a 
halt.  Not  a  factoi->  wheel  would  turn. 
The  cities  and  suburbs  would  be 
without  food. 

A  frightening  prospect?  Bridges' 
mouth  is  watering  at  it.  Last  year  and 
this  he  kept  West  Coast  ports  closed 
for  134  days.  "It's  a  myth  that  strikes 
hurt  the  general  public,"  he  says. 
"Strikes  are  good  for  the  country  be- 
cause they  raise  the  workers'  purchas- 
ing power." 

The  West  Coast  port  strike  cost  the 
15,000  strikers  an  estimated  $60  mil- 
lion in  wages,  but  he  dismisses  that. 
"The  workers  were  still  buying  with 
their  savings,"  he  says.  "Besides,  the 
workers  didn't  lose  that  much,  and 
what  they  did  lose  will  be  made  up 
by  our  settlement." 

The  loss  to  business  has  been  esti- 
mated at  $400  million.  Says  Bridges 
airily:  "There  were  some  small  busi- 
ness losses,  but  not  much." 

One  might  imagine  that  a  union 
which  could  tie  up  West  Coast  ship- 
ping for  134  days  is  powerful  enough. 


tremely    dangerous    for    business.    It 
wouldn't  want  to  risk  one." 

Bridges  is  already  getting  close  to  a 
merger  of  his  65,000-member  union 
witli-  the  International  Brotherhood  of 
Teamsters  (membership:  2.2  million). 
He  has  talked  with  Frank  Fitzsim- 
mons,  who  succeeded  Jimmy  Hoffa  as 
president  of  the  Teamsters  when  Hof- 
fa went  to  jail,  and  says  top  officers 
of  both  unions  favor  a  merger.  A  for- 
mal agreement  is  yet  to  be  drawn  up, 
and  the  ILWU  members  must  still 
vote  on  it.  Most  likely,  the  ILWU 
would  end  up  becoming  a  division  of 
the  Teamsters. 

Harry's  FiVsf  Step 

Before  the  Teamsters  talks.  Bridges 
held  several  meetings  with  his  eastern 
counteipart,  Thomas  W.  (Teddy) 
Gleason,  president  of  the  Internation- 
al Longshoremen's  As.sociation,  to  dis- 
cuss the  possibility  of  a  merger.  "The 
ILA  talks  are  temporarily  suspended," 
Bridges  says.  "It's  still  possible  we'll 
merge  with  them.  The  ideal  situa- 
tion would  be  for  the  ILA  and  the 


er  and  money  increasingly  are  the 
name  of  the  game. 

Would  Congress  stand  by  idly  and 
let  labor  forge  the  weapon  Bridges 
talks  about?  Congress  was  sufficiently 
moved  by  the  West  Coast  dock  strike 
to  enact  special  legislation  to  force 
compulsory  arbitration  in  the  dispute. 
An  even  tougher  bill,  the  Nixon- 
backed  "Crippling  Strikes  Prevention 
Act,"  missed  passage  by  a  mere  three 
votes  a  few  weeks  back. 

But  how  could  Congress  stop  a 
merger?  The  antitrust  laws  have  nev- 
er been  applied  to  labor  unions.  Nor 
can  many  congressmen  aftbrd  to  op- 
pose what  major  unions  want— par- 
ticularly in  an  election  year.  Then 
there  is  the  now-shadowy  figure  of 
Jimmy  Hoffa.  He's  free  from  jail  and, 
rumors  have  it,  has  friends  in  tlie 
Nixon  Administration.  If  there  is  a 
merger.  Bridges  is  confident  Congress 
would  stay  out  of  it.  Says  he:  "There'll 
be  no  antitrust  legislation  against  un- 
ions, and  there'll  be  no  compulsory 
arbitration  bills,  either." 

That's  power  talking.  ■ 
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Singing  Those  Write-Off  Blues 

Latest  to  Join  the  baleful  chorus:  Cela- 
nese  Corp.,  to  the  tune  of  $82  million. 


Some  of  the  biggest  U.S.  corporations 
have  proved  disappointingly  disaster- 
prone  recently.  There  was  General 
Foods'  $83-million  roast  beef  and 
hamburger  caper;  United  Aircraft's 
$137-million  goof  on  jet  engine  costs; 
Boise  Cascade's  $78-million  real  es- 
tate fiasco;  American  Standard's  $122- 
million  reserve  for  "consolidation  of 
operations."  And  many  more. 

Now  Celanese  Corp.,  a  $l-billion- 
plus  (sales)  fiber,  chemicals,  plastics 
and  pulp  company,  has  weighed  in 
with  its  disaster.  For  332  years  now, 
Celanese  chief  executive  John  Brooks 
has  been  weighed  down  by  an  alba- 
tross rivaling  that  of  Coleridge's  An- 
cient Mariner.  Since  1968  he  has  been 
trying  to  get  rid  of  Celanese's  Cana- 
dian pulp  subsidiary,  Columbia  Cel- 
lulose. No  go.  Meanwhile,  Colcel  has 
cost  the  Celanese  Corp.  an  estimated 
$140  million. 

Last  month  a  weary  Brooks  told  a 
stunned  meeting  of  security  analysts 
of  a  new  Colcel  write-off.  This  time 
it  was  $82  million— and  this  after  Cel- 
anese stockholders  had  been  assured, 
at  the  1971  annual  meeting,  that  more 
than  adequate  reserves  had  been  set 
up  to  offset  further  Colcel  losses. 

Last  month's  bombshell  involved 
the  second  major  write-off  Colcel  had 
caused  Celanese.  The  first  one  had 
been  in  1968.  The  company  refuses 
to    disclose    the    amount,    but    it   has 


been  estimated  at  close  to  $60  milhon. 
At  the  time  Brooks  had  suggested  that 
the  worst  was  over.  Was  he  covering 
up?  Not  necessarily.  Most  likely  he 
was  simply  whistling  in  the  dark.  As 
Brooks  explains  it:  "It  was  our  inten- 
tion to  sell  the  Canadian  pulp  opera- 
tion as  soon  as  we  could  find  a  buy- 
er. We  thought  we  had  one  in  a 
Swedish  pulp  and  paper  firm,  Svenska 
Cellulosa,  but  they  decided  to  put 
their  money  elsewhere." 

Still  stuck  with  Colcel,  Brooks  took 
a  deep  breath  and  went  in  deeper. 
Celanese  decided  that  it  would  have 
to  own  virtually  all  of  Colcel  to  make 
it  salable.  So  it  issued  additional  shares 
to  SCA  to  bring  its  interest  in  Colcel 
back  up  from  49%  to  91%— in  the  pro- 
cess losing  some  money  on  the  ex- 
change. The  original  object  of  reduc- 
ing Celanese's  interest  in  Colcel  in 
1968  was  to  get  its  losses  off  the  in- 
come account.  But  that  was  an  ex- 
pediency, not  a  way  out  of  the  mess. 

Well  over  a  year  later,  still  with  no 
buyer,  and  Colcel  still  incredibly  un- 
consolidated, the  pulp  market  firmed 
somewhat.  Colcel's  losses  began  to 
shrink.  This  led  Celanese  management 
to  make  a  fateful  decision:  Since  no 
one  was  willing  to  buy  Colcel,  ex- 
cept under  onerous  terms,  it  poured 
more  money  in  to  make  the  opera- 
tion more  efficient.  The  hope  was  that 
a  much-improved  pulp  market  would 


then  make  Colcel  salable  at  a  fairly 
reasonable  price. 

Alas!  The  recovery  persisted  for  on- 
ly about  a  year,  after  which  the  pulp 
price  and  capacity  situation  worsened 
even  beyond  the  grim  levels  of  1968. 
On  top  of  that,  says  Brooks,  "The 
Canadian  dollar  was  floated  free  late 
in  1970  and  went  from  about  91 
cents  to  almost  $1.  Every  point  it 
moved  up  cost  us  about  $900,000  in 
pretax  losses."  Colcel  had  a  $16-mil- 
lion  loss  from  operations  in  1971. 
Trapped,  Celanese  poured  another 
$28   million   into   further   moderniza- 


Two  Cents'  Wortti  of  Happiness 

For  copper,  long  in  the  doldrums,  happiness  is  a  price 
change  in  the  right  direction.  It  got  one  last  month. 
Will  copper  go  higher?  Or  will  the  increase  peter  out? 


New  York's  620-man  Copper  Club 
assembled  last  month  for  its  annual 
dinner  meeting  at  the  Roosevelt  Hotel 
on  Madison  Avenue.  The  ostensible 
occasion:  the  Copper-Man-of-the- 
Year  Award.  The  real  action,  how- 
ever, was  swapping  the  latest  scoop 
on  the  copper  industry.  The  mood 
was  hail-fellow-well-met,  but  the  talk 
was  still  serious:  "Where  in  hell's  tlie 
copper  price  going  to  go?" 

The  Up  and  Up? 

The  U.S.  producers'  price,  afler  all, 
was  .50.25  cents  a  pound  last  month, 
the  London  Metal  Fxchange  price  only 
slightly  higher,  and  there  were  theo- 
retically more  than  400,000  pounds 
of    surplus    copper    overlianginK    t1,(> 


market.  So  the  answer  should  have 
been:  "Nowhere."  But  that  wasn't  the 
sense  of  the  crowd.  Hadn't  the  LME 
price  crept  up  from  around  44  cents 
to  50.79  cents  a  pound  last  month? 

"I've  been  telhng  everybody,  and 
they  won't  believe  me,"  one  copper- 
man  said.  "The  price  is  going  to  go 
up  to  60  cents  by  the  end  of  the  year. 
It's  simple  arithmetic.  The  last  time  I 
said  this  sort  of  thing,  back  in  1964, 
I  nearly  lost  my  job.  Everybody  was 
saying  the  price  wouldn't  go  up— 
FVank  Milliken,  everybody— and  1 
made  this  little  speech  before  a  group 
of  people,  and  it  turned  out  a  reporter 
was  there,  and  the  next  morning  there 
were  headlines  all  over  the  paper. 

"I'm    ni\ly   an    amateur,"   our   man 


went  on,  an  executive  of  one  of  the 
big  copper  companies  and  a  widely 
known  figure  in  the  industry.  "But  I've 
been  buying  futures.  Look,  it's  a  mat- 
ter of  simple  arithmetic.  In  December, 
there  was  a  modest  amount  of  unsold 
copper  at  the  producers.  Today,  ac- 
cording to  the  paper,  there  isn't  any 
at  all.  They've  gotten  rid  of  their  sur- 
pluses and  sold  out  what  they're  min- 
ing as  well.  So  I  ask  you,  If  we're  con- 
suming more  than  we're  producing  at 
this  stage  of  the  economy,  what's  go- 
ing to  happen  if  the  economy  gets 
even  better?  Why,  the  price  is  going 
to  have  to  go  up." 

The  focal  point  of  the  Copper  Club 
dinner  was  a  mercifully  short  speech 
by  the  brisk,  punchy,  no-nonsense  di- 
rector of  the  National  Industrial  Pol- 
lution Control  Council,  Walter  A. 
Hamilton.  In  a  curious  way,  it 
strengthened  the  case  for  optimism. 
"In  our  rush  to  correct  pollution  prob- 
lems," Hamilton  said,  quickly  win- 
ning his  audience  to  his  side,  "we  may 
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Signs  Of  Strain.  SHII  another  casualty  of  Celanese  Corp.'s  straitened  cir- 
cumstances was  its  edifice  complex.  Celanese  has  been  forced  to  sell  its 
equity  in  its  projected  45-story  headquarters  building  now  under  con- 
struction on  New  York's  Avenue  of  the  Americas.  The  purchaser:  Rocke- 
feller Center  Inc.,  which  already  held  a  SS'/o  interest.  Celanese  refuses  to 
say  what  it  received  for  its  33%  holding,  hinting  only  that  it  will  receive 
a  rental  concession  from  Rockefeller  Center  upon  moving  it}  in    1973. 


tion   and   debt   service   on   the   $102- 
million  Colcel  debt. 

This  dismal  prospect  finally  led 
Celanese's  directors  to  last  month's 
further  write-off.  But  that  does  not 
necessarily  end  the  cash  drain  from 
Colcfl.  Brooks  cannot  simply  close  it 


down  and  wait  for  a  buyer,  because 
the  chances  are  that  Colcel,  having 
lost  its  customers  and  market,  would 
never  open  again.  Celanese  would  be 
stuck  with  Colcel's  $102  million  in 
outstanding  debt.  But  the  less-than- 
happy   alternative   is   to   keep   Colcel 


running  and  shell  out  $12  million  to 
$15  million  this  year  for  loan  repay- 
ment, bare-bones  upkeep  and  its  op- 
erating losses. 

Celanese  also  had  some  other  har- 
rowing experiences,  as  with  its  Itahan 
company,  SIACE,  on  which  it  lost  an 
estimated  $45  million.  This,  plus  Col- 
cel, has  left  the  parent  company  prob- 
ably in  more  of  a  financial  bind  than 
it  is  prepared  to  acknowledge.  Be- 
sides several  earlier  dispositions,  in 
early  1970  Celanese  sold  for  $240  mil- 
lion (to  Union  Pacific)  its  Champlin 
Petroleum  Co.  and  Pontiac  Refining 
Corp.,  which  the  year  before  had 
made  $12  million.  That  sale  improved 
the  balance  sheet  but  cut  cash  flow. 

Brooks  insists  that  he  got  out  of  oil 
for  strategic  reasons,  not  just  because 
Celanese  needed  cash.  "Oil,"  he  says, 
"is  a  capital-intensive  business  and 
we  were  too  small  to  play  that  kind 
of  game  against  the  giant  major  oil 
companies."  The  Champlin  money 
went  largely  to  pay  for  Colcel  and 
to  pay  down  some  of  Celanese's  debt, 
which  had  swollen  to  $673  million  by 
1967,  up  from  $237  million  five  years 
before;  even  now  debt  remains  over 
the  half-billion-dollar  mark.  Thus  in 
spite  of  the  Champlin  deal,  Celanese 
seems  to  be  somewhat  strapped  for 
ready  cash,  and  its  capital  spending 
currently  runs  well  below  what  it  was 
five  or  six  years  ago.  Hardly  a  healthy 
situation  for  a  company  that  competes 
in  fibers  with  the  wealthy  likes  of  du 
Pont,  Kodak,  Monsanto  and  Hoechst. 
Today  Celanese's  fibers  situation  is 
cloudy  because  of  price-cutting. 

And  still  the  Colcel  albatross  hangs 
around  John  Brooks'  neck.  ■ 


be  on  our  way  to  overcorrecting. " 
American  Smelting  &  Refining,  he 
pointed  out,  might  be  forced  to  shut 
down  its  Tacoma  smelter  because  it 
could  not  meet  the  proposed  90%  sul- 
phur-dioxide-emission   control    stand- 


Do  IV^5  and  Ups 

As  the  fable  below  makes  clear,  the 
impacf  of  the  fluciuafions  in  the 
copper  price  varies  from  company  to 
company,  according  to  its  product  mix 
and  the   size   of  its   capitalization. 


Company 

1970-71 
Earnings 
Per  Share 

Decline 

1971 
EPS* 

Estimated 

EPS  gain 

per  Ic  pound 

price  increase 

Kennecott       53% 
Phelps  Dodge  32 
Anaconda        — 

$2.63 

3.62 

deficit 

$0.18 
.18 
.23 

Asarco 

46 

1.72 

.12 

Newmont 

29 

2.14 

.11 

Inspiration      51 
Copper  Range  — 

3.63 
deficit 

.32 

.42 

'Before  nonrecurring  charges  or  expenses. 

ards.  He  might  have  added  that 
Magma  had  already  shut  down  its 
smelter  at  Superior,  Ariz.  "It's  a  dra- 
matic case,"  he  said,  "of  leap  before 
you  look." 

Why  was  this  encouraging  to  the 
optimists?  In  normal  circumstances, 
rising  demand  could  be  met  by  in- 
creasing mine  production.  But  you 
can't  do  that  with  the  output  of  so 
many  smelters  cmtailed  to  comply 
with  antipollution  regulations;  where 
would  you  get  your  mine  production 
smelted?  Quoth  the  optimists:  "Some 
concentrates  have  been  sent  to  Europe 
and  Japan,  but  they're  running  into 
blockades  there,  too,  and  it's  not  very 
profitable  either." 

The  result,  our  man  argued,  is  that 
56-cent  copper  looks  likely  by  year's 
end,  and  60-cent  copper  at  least  a 
possibility. 

The  optimists  found  ready  listen- 
ers, perhaps  because  the  industry  has 
been  so  starved  for  optimism  recently. 
The   10-cent-per-pound  drop— 16%— in 


price  from  60.12  cents  in  October 
1970  to  the  recent  50.25  came  mainly 
out  of  earnings.  Phelps  Dodge's  earn- 
ings were  down  32%  last  year,  Ken- 
necott's  53%,  American  Smelting  46%. 
Then  there  were  higher  wages  and 
the  experts  were  talking  of  spending 
4  cents  a  pound  to  meet  pollution 
control  standards. 

By  late  February  the  optimists  had 
solid  evidence.  The  companies  raised 
prices  2.25  cents  a  pound,  4.5%.  Prices 
were  going  at  least  in  the  right  direc- 
tion. Copper  company  stocks  put  on 
a  strong  rally.  Anaconda,  for  example, 
rose  1/8  points  in  a  single  day,  Phelps 
Dodge  25^,  Inspiration  3?^. 

The  question  remained:  How  far 
in  the  right  direction  would  prices  go? 
Simon  Strauss,  Asarco 's  executive  vice 
president,  speaking  from  long  and 
wide  experience,  backed  neither  the 
optimists  nor  the  pessimists.  "Prices? 
I've  been  in  this  business  40  years,  and 
it's  always  likely  the  price  will  go  up, 
go  down,  or  stay  where  it  is."  ■ 


FORBES,   MARCH   15,    1972 


27 


Oil:  Under  the  Gun 

More  is  at  stake  in  oil  than  the  usual  price  haggling. 
The  oil  countries  want  to  be  partners.  To  the  oil  companies, 
that  could  be  the  same  as  expropriation. 


Ik 


As  OF  early  this  month,  the  interna- 
tional oil  stocks  were  selling  at  close 
to  their  lowest  price/ earnings  ratios 
in  nearly  20  years;  an  average  of  $1 
in  Seven  Sisters'  earnings  was  worth 
just  $11,  vs.  $17  for  the  Dow  Jones 
industrials.  Mobil  Oil,  which  a  few 
years  back  sold  for  16  times  earnings, 


recently  sold  for  10;  Texaco  10; 
Standard  Oil  of  New  Jersey  12;  Gulf 
11  times  earnings.  This  in  spite  of 
the  fact  that  1971  brought  record  or 
near-record  earnings  for  many  of  the 
companies. 

The  stocks  have  been  discounting 
a   bad   turn   in   the   current  negotia- 


tions between  tlie  industry  and  oil- 
producing  countries. 

As  things  look  now,  it's  only  a  mat- 
ter of  time  before  the  oil-exporting 
countries  nationalize  the  wells. 

Algeria,  of  course,  has,  to  all  intents 
and  purposes,  already  nationalized  its 
oil    industry.    Venezuela    has    sewed 


OPEC  to  the  Oil  Industry:  "You'vB  Got  Yourself  a  Partner"- 


Here,  in  po/i'te  but  unmistakable  language,  a  spokesman  for  the  oil 
countries  talks  about  what  his  clients  want.  He  is  Dr.  Nadim  Pachachi, 
58,  an  Iraqi  oil  engineer  and  economist,  a  Ph.D.  from  London  Uni- 
versity. Pachachi  runs  the  Organization  of  Petroleum  Exporting  Coun- 
tries, a— so  far— united  front.  He  was  interviewed  in  Vienna  by 
Arthur  Jones,  Forbes'  European  bureau    chief,   who  asked: 


What  are  OPEC's  minimum  terms? 

Pachachi:  A  policy  that  begins  with 
a  20%  participation  in  the  production 
and  over  the  years  increases  to  51% 
through  negotiation. 

Pachachi  wouldn't  discuss  a  time- 
table for  going  from  20%  to  51%  but 
his  implication  was,  it  would  be  sooner 
rather  than  later.  He  also  seemed  to 
imply  tnat  book  value,  rather  than 
market  value,  would  determine  any 
compensation  that  the  oil  companies 
could  expect. 

11  the  agreement  reached  is  20% 
participation  within  the  next  two 
years,  or  the  next  ten  years,  then  this 
will  be  the  figure  for  all.  If  the  agree- 
ment says  book  value  for  compensa- 
tion, then  it  will  be  book  value  for  all. 
If  we  agree  to  sell  to  the  companies 
involved  the  oil  we  get  from  partici- 
pation, it  will  be  that  way  for  all. 

Forbes  reminded  Pachachi  that 
the   oil   companies   alnaihi   had   firm 


deals  with  most  of  the  countries,  and 
the  existing  deals  said  nothing  about 
equity  participation. 

They  have  an  agreement  that  lasts 
until  the  end  of  the  century.  We  all 
know  that.  But  the  oil  companies 
must  accept  that  times  and  circum- 
stances have  changed.  Some  of  these 
contracts  are  30  years  old.  It  is  a 
different  world. 

Equity  participation  is  nothing 
new.  It  is  an  economic  fact  of  life. 
Just  about  all  new  ventures  in  the 
Middle  East  in  the  last  14  years  have 
had  to  accept  participation.  The 
prime  example  is  the  joint  explora- 
tion and  production  venture  between 
AGIP  [the  marketing  and  exploration 
division  of  ENI,  Italy's  state-owned 
energy  holdings  company,  Ente  Na- 
zionale  Indrocarburi]  and  the  National 
Iranian  Oil  Co.,  the  oil  aim  of  the 
Iranian  government,  in  August  1957. 

Since  then,  NIOC  has  really  spread 
out.  Perhaps  its  most  daring  move  is 
the  formation  of  a  partnership  with 


British  Petroleum  to  apply  for  ex- 
ploration and  drilling  licenses  in  the 
North  Sea,  a  good  example  of  how 
international  at  least  one  OPEC  na- 
tion already  considers  itself.  NIOC 
currently  has  joint  refineries  in  South 
Africa  and  Belgium,  as  well  as  on  its 
native  soil.  Others?  Look  at  the  re- 
cent history  of  any  U.S.  independent 
in  the  Middle  East. 

Pachachi  went  on  to  say  that  the 
OPEC  countries  were  not  just  after 
money  this  time,  but  that  money  is 
important;  hence  they  would  be  care- 
ful not  to  upset  the  world  market  or 
gouge  foreign  consumers. 

We  know  a  little  bit  about  the  in- 
dustry. We  are  as  concerned  about 
the  maintenance  of  prices  as  the  oil 
companies.  We  are  not  about  to  up- 
set the  market.  We  realize  the  com- 
panies have  long-standing  commit- 
ments, and  the  quantities  to  meet 
those  commitments  will  still  be  pro- 
duced. Part  or  all  of  our  20%  partici- 
pation will  be  made  available  to  the 
oil  companies. 

I  don't  think  consumers  will  be  af- 
fected at  all.  We  are  not  going  to  sell 
that  oil  at  higher  prices  than  the  cur- 
rent market,  nor  will  the  oil  companies 
have  to  buy  it  from  us  at  higher  than 
market  prices.  In  fact,  we  shall  give 
them  a  discount,  an  incentive  dis- 
count, to  buy  our  share. 
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notice  that  it  will  not  renew  the  con- 
cessions the  companies  hold  there 
when  they  expire,  starting  in  1983. 
In  Iran,  the  concessions  expire  in 
1979,  and  Iran  has  been  making  noises 
about  not  extending  them.  Now  the 
Russians  are  mo\'ing  in;  they've  just 
completed  deals  with  Libya  and  Iraq 
to  help  develop  those  nations'  oil  fields. 

And  now,  the  Organization  of  Pe- 
troleum Exporting  Countries*  is  fac- 
ing the  companies  with  a  demand  for 
participation.  This  is  not  confiscation, 
but  it  could  lead  to  eventual  takeover 
with  minimal  compensation.  The  oil 
companies,  jumpy  and  anxious  not  to 
give  offense,  will  say  nothing  about 
the  negotiations.  OPEC,  however,  is 
very  outspoken  (see  interview  below). 
It  says  it  wants  a  20%  participation  in 
the  oil  produced.  It  wants  to  own 
more  later.  How  much  later?  It  is 
purposely  vague. 

The  companies,  naturally,  are  re- 
sisting. "Wc  don't  accept  the  prin- 
ciple of  participation,"  says  Thomas 
J.  Gartland,  public  affairs  adviser  of 
Mobil  Oil.  However,  if  the  past  is 
prologue,   what  OPEC  wants,  OPEC 

'Abu  Ohabi.  Algeria.  Indonesia.  Iran.  Iraq,  Kuwait. 
Libya.    Nigeria.    Qatar.    Saudi    Arabia    and    Venezuela. 


^a^ 


eventually  will  get;  for,  as  John  H. 
Lichtblau  of  the  Petroleum  Industry 
Research  Foundation  says:  "You  can- 
not argue  with  a  sovereign  nation." 
Nor  does  anyone  doubt  that,  once  the 
OPEC  countries  establish  the  prin- 
ciple of  participation,  they  will  de- 
mand more  and  more  and  more.  As 
Nadim  Pachachi,  OPEC  secretary 
general,  told  Forbes,  "Times  change." 
The  precedents  aren't  encouraging. 
After  Algeria  gained  independence 
from  France,  it  also  gained  a  small 
partnership  role  with   the   French  oil 


Ben  Roth  Agency 

companies  operating  in  the  country. 
Every  time  the  agreement  was  re- 
negotiated, Algeria  demanded  a  larg- 
er role.  Now  Sonatrach,  the  govern- 
ment oil  company,  has  51%  control. 
In  Chile,  Kennecott  in  1967  agreed  to 
sell  the  government  a  51%  interest  in 
its  El  Teniente  mine.  Four  years  later, 
the  Chilean  congress  passed  a  law  na- 
tionalizing all  mining  properties. 

Rightly  or  wrongly,  this  is  the  na- 
tionahstic  temper  of  the  times.  Intel- 
lectuals in  the  underdeveloped  coun- 
tries ask  why,  since  oil  is  based  on 


What  then  arc  ijou  hasicalhj  after, 
Forbes  asked:' 

P.\ciU(:ni:  The  ultimate  object  is  par- 
ticipation downstream,  certainly  re- 
fining. Some  OPEC  countries  are  al- 
ready doing  it.  There  is  participation 
in  lefineries  with  India  or  Pakistan. 
The  Iraqi  government  is  attempting 
the  same.  We're  interested  in  joint 
ventures,  upstream  and  downstream- 
refining,  for  example.  Everything  ex- 
cept exploration  in  the  North  Sea. 
Already  a  start  has  been  made,  and 
we  shall  be  able  to  participate  in  the 
costs  of  this  form  of  venture.  The  com- 
panies that  complain  about  lack  oi 
capital  for  expansion  might  find  that 
eased  if  they  are  willing  to  participate. 

.  A.V  Pachachi  talked,  OPEC's  long- 
range  goal  became  clear,  disturbingly 
clear  so  far  as  the  oil  companies  are 
concerned.  No  longer  would  the  V.S. 
and  Europe  and,  perhaps,  Japan  otcn 
the  oil  industry.  The  OPEC  countries 
want  to  stop  being  hewers  of  wood 
and  drawers  of  water.  They  want  to 
sell,  not  raw  materials,  but  finished 
materials  that  have  a  high-technology 
content. 

No  longer  will  oil  be  something  to 
sell  to  get  cash  to  buy  goods  from  in- 
dusirialized  countries.  That  same  oil 
note  icill  be  a  basis  for  industrializa- 
tion at  home.  Not  only  will  there  be 
Arab  oil,  tliere  will  be  Arab  gasoline 
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and  Arab  chemicals  and  Arab  plastics 
—and  Arab  executives  and  engineers. 

Pachachi:    Look    at    this    from    the 
OPEC  countries'  point  of  view.  Oil  is 

Pachachi  of  Iraq 


a  better  investment  for  us  than  other 
major  industries  are.  Some  OPEC 
countries  have  no  other  industries.  To 
want  to  invest  upstream  and  down- 
stream with  outside  oil  companies  is 
very  logical. 

Take  Abu  Dhabi,  to  which  I  am 
adviser.  We  have  agreements  with 
majors,  we  have  agreements  with  in- 
dependents like  Phillips,  or  ENI  or 
Mitsubishi  or  Abu  Dhabi  Oil  [Japa- 
nese] which  are  joint  ventures 
already. 

In  Abu  Dhabi  we  have  an  option 
to  take  50%  of  the  production  up- 
stream. We  are  participating  in  the 
costs  50-50,  and  participating  in  the 
development  through  certain  agree- 
ments once  production  reaches  cer- 
tain levels.  At  the  level  of  200,000 
barrels  per  day,  a  refinery  would  be 
built  in  Abu  Dhabi  for  exporting  the 
refined  oil.  We  would  participate  in 
that.  Of  course,  it  all  depends  on  find- 
ing the  right  amount  of  oil. 

If  the  oil  companies  give  in,  Pa- 
chachi said,  there  would  be  no  sudden 
wrenches:  "All  this  would  happen 
gradually.  Perhaps  over  a  couple  of 
decades." 

If  the  oil  companies  continue  to  say 
"no"  to  partnerships?  Late  last  month 
King  Faisal  of  Saudi  Arabia,  leader 
of  the  OPEC  moderates,  gave  the 
answer:  "Legislation."  By  which,  of 
course,  he  meant:  Expropriation. 
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tJwir  raw  materials,  tliey  shouldn't 
own  a  big  piece  of  the  industry? 

There  is  no  effective  appeal  against 
this  kind  of  thing.  Once  there  were 
battleships  and  marines  and  secret 
services,  but  Vietnam  is  final  testi- 
mony to  the  increasing  ineffectiveness 
of  military  power  in  today's  world. 

Not  every  country  is  as  intransigent 
as  Algeria,  but  the  differences  are 
chiefly  of  degree. 

Says  a  Royal  Dutch/ Shell  execu- 
tive: "The  moderates  are  Iran,  Saudi 
Arabia,  Kuwait  and  the  smaller  prov- 
inces in  the  I'ersian  Gulf.  Looking 
at  it  from  the  view  of  the  Saudi  Ara- 
bians, that  is,  the  moderates  will  want 
an  initial  share  on  the  order  of  20%, 
which  would  provide  them  with  the 
means  of  beginning  to  acquire  exper- 
tise and  experience  in  taking  part  and 
running  the  production  end  of  the 
business.  I  think  they  would  seek  to 
move  progressively  in  future  years  in 
a  realistic  way  toward  51%." 

The  Shell  man  characterized  Libya 
and  Iraq  as  "the  problem."  Said  an- 


other oilman:  "I  wouldn't  be  surprised 
if  they  demand  51%  for  starters." 

Are  you  resigned  to  being  nation- 
alized? Lester  J.  Norris,  who  is  a  di- 
rector of  Texaco,  which  has  con- 
cessions in  Saudi  Arabia,  Iran  and 
Libya,  recently  was  asked.  "In  that 
respect,  I  guess  we  just  live  day  by 
day,"  he  replied.  Says .  an  academic 
oil  expert.  Professor  M.  A.  Adelman 
of  the  Massachusetts  Institute  of 
Technology:  "Nationalization  won't 
come  overnight;  it  will  take  some 
time  but  not  a  helluva  lot.  Maybe 
ten  years.  Once  one  country  does  it, 
the  others  will  follow." 

Your  Money  or  Your  Life 

OPEC's  power  in  negotiations  with 
the  companies  comes  from  a  simple 
fact:  They  have  80%  to  85%  of  the 
world's  known  reserves,  most  of  it 
concentrated  in  the  Middle  East,  but 
in  Venezuela,  Nigeria,  Algeria  and 
Indonesia  as  well.  In  Japan  and  West- 
ern Europe,  without  OPEC's  oil,  there 
would  be  pennanent  power  l)lackouts 


Into  The  20fh  Century.  There  was  a  fime  when  oil  revenues  went  almosf 
entirely  toward  supporting  harems  and  fleets  of  Cadillacs.  In  some  of  the 
smaller  Mideast  states,  they  still  do,  and  in  Iraq  perhaps  80%  of  the  oil 
revenues  goes  for  arms.  Elsewhere,  notably  in  Iran,  the  revenues 
are  being  spent  on  schools,  hospitals,  land  reform  and  industrialization. 


and  certain  total   industrial  collapse. 

There  is  frantic  exploration  going 
on  these  days— in  the  North  Sea,  Indo- 
nesia, Nigeria,  off  the  coast  of  Afri- 
ca—to find  alternative  sources  of  oil. 
Even  if  they  are  discovered,  no  oil 
expert  believes  they  can  substitute 
for  OPEC's  oil.  Quite  aside  from  that, 
OPEC  has  another  gun  up  its  sleeve: 
Nobody  can  produce  oil  as  cheaply 
as  thQ  OPEC  countries.  The  average 
well  in  the  U.S.  produces  15  barrels 
a  day;  the  average  well  in  Kuwait, 
5,000  to  10,000  barrels. 

How  the  OPEC  countries  have 
used  their  power  can  be  seen  in  the 
following  statistics:  In  1960  the  inter- 
national oil  companies  paid  the  six 
Persian  Gulf  members  of  OPEC— 
Abu  Dhabi,  Kuwait,  Iran,  Qatar,  Iraq 
and  Saudi  Arabia— wliich  provide 
about  half  of  OPEC's  exports  to  nonoil 
producing  countries,  a  total  of  $1.4 
billion.  The  figure  rose  to  $1.6  bil- 
lion in  1962,  to  $2.1  billion  in  1964, 
to  $2.7  billion  in  1966.  In  1970  the 
payments  amounted  to  $4  billion— al- 
most three  times  the  1960  level. 

This  was  only  the  beginning.  In 
February  1971  the  companies  signed 
a  new  agreement  with  the  Persian 
Gulf  countries,  one  that  was  supposed 
to  last  five  years.  This,  it  was  esti- 
mated, would  bring  the  Persian  Gulf 
countries  an  additional  $1.4  billion 
by  the  end  of  the  \ear.  Included  was 
an  escalator  clause,  raising  the  posted 
prices  and,  therefore,  the  payments 
year  by  year. 

The  companies  accepted  the  agree- 
ment, first,  because  they  had  no  al- 
ternative, and  second,  because  they 
believed  they  were  buying  "peace  in 
our  time."  Like  the  late  Neville  Cham- 
berlain, diey  were  quickly  disillu- 
sioned. As  soon  as  the  U.S.  devalued 
the  dollar,  the  Persian  Gulf  countries 
were  back  with  a  new  demand:  a 
further  rise  in  posted  prices  to  take 
devaluation  into  account.  The  com- 
panies protested,  pointing  out  that  the 
1971  agreement  already  made  provi- 
sion for  inflation;  finally,  tliey  offered 
3.5%.  The  .settlement:'  8.49%,  about 
$700  million. 

This  year's  take  will  be  about  $6 
billion,  more  than  four  times  the  level 
of  1962.  Over  this  period,  physical 
output  has  risen  less  than  a  third  as 
much.  In  effect,  the  Persian  Gulf 
countries  will  get  as  much  as  $1.40  a 
barrel  this  year  for  the  same  oil  they 
were  paid  75  cents  for  in  1962. 

The  companies  complain  about  the 
fact  that  OPEC  countries  blithely  re- 
open contracts  whenever  it  suits  them. 
Unfortunately  for  them,  a  contract  with 
a  government  is  not  really  a  contract. 

This  is  a  fact  of  life:  A  sovereign 
state  can  override  all  commercial  com- 
(Continiu'd  on  page  36) 
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Whatd 


wnatmes 
Saturday  Review? 


If  you're  not  a  current  reader, 
you'd  never  guess. 

Some  people  still  think  of  SR  as 
the  Saturday  Review  of  Literature,  even 
though  ue  took  the  "of  Literature"  off 
of  our  name  back  m  1952. 

Today,  it  would  be  a  misnomer. 

Even  the  "Review"  part  of  our 
title  won't  give  you  a  clue  to  what 
we  are.  Ninety  percent  of  what  we  do 
doesn't  review  anything. 

Actually,  SR  is  four  magazines. 

Every  month,  we  publish  four 
special  issues,  in  a  repeating  cycle. 


9CSNCE 


Satuniay  Review 

MrtoilEiKn     ■ncUliatlC      MKAAlmnic 
UonySooay         MBMMWtT  lanhquakcv 


Week  one. 

The  first  is  Saturday  Review  of 
Science. 

It  is  a  monthly  special  that  covers 
science  as  it  needs  to  be  covered. 

It  will  keep  you  abreast  of  develop- 
ments  in  virtually  every  field  of  science. 

Health  and  medicine.  Psychology. 
.Physics.  Environment.  Sociology. 
Anthropology.  Biology.  Chemistry. 
Computer  sciences.  Applied  sciences. 
And  the  ideas  and  discoveries  of  the  top 
men  in  the  various  fields  of  science. 

Then,  there's  the  Saturday 
Review  of  the  Arts. 

Covering  everything  from  the 
Mickimaushaus  to  moog  music. 

It  features  eight  regular  depart' 
ments:  Communications,  Art,  Music, 
Film,  Theater,  Photography,  Design, 
and  Architecture. 

And  it  covers  books,  pop  events, 
television,  dance,  and  the  creative  and 
performing  arts.  Like  art  itself,  it  sets  no 
artificial  limit  on  its  scope. 


THE  ARTS 


Saturday  Review 


DisnevV  New  School 


Continuing  Education,  Educational 
Policy,  and  Educational  Materials. 

It  examines  how  we  learn,  where 
we  learn,  and  what  we  learn,  and  relates 
it  to  the  new  requirements  of  our  society. 

It  does  not  restrict  its  attention  to 
schools,  colleges,  and  other  formal 
institutions,  because  we  all  are  con- 
stantly learning  outside  the  classrooms. 

It  is  intensely  readable,  and  very 
exciting. 

That  is  Saturday  Review. 


Week  two. 


Next  comes  Saturday  Review  of 
The  Society. 

This  special  issue  deals  with  the 
issues  of  society:  our  corporations, 
unions,  and  government.  Our  prisons. 
Environmental  protection  groups.  Com^ 
munity-run  day-care  centers.  Tech- 
nology. Jobs.  Change.  The  economy. 
Welfare.  Life  styles.  Freedom.  Politics.; 

One  major  aspect  of  society  that 
it  does  not  cover  is  Education. 

That  is  left  to  the  fourth  SR. 

Saturday  Review  of  Education. 

This  publication  explores  the 
world  of  learning,  and  raises  funda- 
mental questions  about  the  existing 
educational  system,  and  the  new  direc- 
tions education  might  take. 

It  has  several  editorial  depart- 
ments including  Early  Childhood, 
School-Age  Children,  Young  Adults, 


THE  SOCIETY 


Saturday  Review 


A  Fragrlc  l^roniisc  jnlhc  NewNewSoulh: 

Images  (i("i he  Last  Mylhtc  Frontier/ by  RacrSdirag 

Hai  ih:  Homtftooial  Finally  Come  of  Agtf 


EDUCATION 


Saturday  Review 


A  Tale  of  Two  Cities:  Politics  and  Education 

In  Philadelphia  and  Louisville 

Pakistan:  Remnant;,  of  a  Shattered  Myth 


Week  four. 

Four  special  issues  a  month,  every 
month. 

In  addition,  SR  continues  to 
publish  Its  regular  features:  cartoons, 
puzzles,  reviews,  editorials,  columns, 
and  letters  to  the  editor. 

You  can  try  it  for  the  half  price 
rate  of  34  issues  for  $3.93. 

The  cartoons  alone  are  worth  that. 

r  -SatutdayReview-  n 

380  Madison  Avenue,^  New  York,  N.Y.  10017 
Dear  Saturday  Review, 

Enter  my  introductory  subscription  to  Saturday 
Review  at  the  HALF  PRICE  RATE  OF  34 
ISSUES  FOR  ONLY  ^3.93  (that's  a  $17.00 
newsstand  value;  regularly  $7.85  by  subscription) - 
with  a  guarantee  that  I  must  enjoy  it  or  you'll  give 

me  a  full  refund. 

(Offer  good  only  in  U.S.  and  Canada.) 
DPayment  Enclosed         D  Bill  me 


Week  three. 


STATE  ZIP  A- 20  2, 


How...can  Bankers 
Trust  swing,  given  the 

fact  that  it  has  over 
$11  billion  in  pension 

money  to  manage?'' 


— New  York  Magazine,  Nov.  i,  1971 


Membt'f  f  edf  ii  Deposit  Insurance  1 


■-Trusl  Company 


We  thought 
youti  never  ask. 


There's  a  strange  feeling  in 
some  quarters  that,  because  we're 
a  bank  with  a  lot  of  assets  to  super- 
vise, we  can't  perform  (or  "swing") 
in  the  investment  world. 

The  implication  seems  to  be 
that  one  can't  mix  a  sense  of  finan- 
cial responsibility  with  good  in- 
vestment performance. 

But,  the  fact  is,  we  manage 
money  well  enough  to  raise  a  lot 
of  envious  eyebrows  in  the  pen- 
sion fund  community. 

How  can  we?  Read  on. 

Vou  won't  find  a  cumbersome 

decision-making  process 

at  Bankers  Trust. 

Several  years  ago,  we  decided 
that,  in  the  changed  investment 
environment,  the  traditional 
bank  organization  was  not  pro- 
viding fast  and  flexible  decisions 
on  our  accounts.  So  we  took  what 
was  a  very  unbankish  step  at  the 
time: 

Individual  money 

managers  were  given 

investment  responsibility 

and  evaluated  on  their 
investment  performance. 

Each  of  the  money  managers 
is  accountable  for  the  perform- 
ance of  from  10  to  15  employee 
benefit  funds.  But  they  need 
help,  facts  and  information,  and 
we're  big  enough  to  give  it  to 
them. 

The  managers  are  right  next 
door  to  our  research  people,  and 
in  regular  contact  with  them  in 
an  extremely  close  interrelation- 
ship. So  our  analysts  are  imme- 
diately available  to  answer  ques- 


tions and  keep  our  managers 
primed  with  fresh  new  ideas. 

Our  analysts  travel  a  lot  to  get 
information  about  the  companies 
they  cover  and  to  make  first- 
hand judgments  concerning  their 
management.  (We  know  that 
Wall  Street  is  where  financial 
information  winds  up.  But  we 
Hke  seeing  as  well  as  hearing.) 

To  check  on  the  accuracy  of 
the  analysts'  projections,  and  to 
help  plan  portfolio  strategy  and 
stock  selection,  our  management 
science  group  developed  a  com- 
puter technique  called  Simulated 
Stock  Performance. 

Under  varying  economic  fore- 
casts, it  ranks  each  stock  by 
investment  attraction  and  risk 
relative  to  other  securities  we 
follow. 

We  get  even  more  information 
through  use  of  investment  firms 
in  every  major  city  in  the  country. 

In  addition  to  continuous 
briefings  by  our  analysts,  the 
portfolio -managers  are  kept  in- 
formed of  the  national  economic 
picture  and  long-term  trends  by 
our  staff  of  economists. 

Many  of  the  trends  we  follow 
are  trends  we  set. 

Ever  since  19 13  when  we  set 
up  our  first  pension  plan  (for  our 
own  employees)  we've  been  a 
prime  innovator  for  the  industry. 

In  1958,  for  instance,  we  were 
the  first  bank  to  recommend  a 
common  stock  position  of  up  to 
65%  in  our  portfolios. 

Currently,  our  typical  non- 
restricted  portfolio  is   invested 


75%  to  85%  in  common  stock. 
And,  sometimes,  even  100% 
(based  on  our  Contingency  Fund 
Concept  as  applied  to  individual 
accounts). 

For  several  years,  with  an  eye 
to  improved  performance,  we've 
invested  up  to  25%  of  our  com- 
mon stock  portfolios  in  smaller 
capitalized  growth  companies 
with  the  expectation  of  produc- 
ing greater  than  normal  capital 
growth  at  moderate  additional 
risk.  This  judgment  is  based 
upon  a  sophisticated  computer 
study  of  the  stock  performance 
of  900  companies  over  the  most 
recent  15  years. 

Because  our  decision  making 
is  decentralized,  we  move  swiftly 
to  take  advantage  of  many  situa- 
tions. For  example,  since  we 
answer  inquiries  about  buying 
or  selling  large  blocks  of  stock 
in  minutes,  we're  among  the  first 
investment  managers  called  on. 
These  trades  can  result  in  sub- 
stantial savings  for  our  clients. 
Other  savings  come  from  our 
trading  volume,  particularly 
with  the  new  brokerage  commis- 
sion structure. 

You  want  proof? 

We'll  be  delighted  to  give  it  to 
you.  In  person. 

If  you  are  responsible  for  any 
of  your  company's  employee 
benefit  funds  (pension,  thrift  or 
profit  sharing),  and  you'd  like  to 
talk  to  us,  please  write  to :  Charles 
E.  Selinske,  Vice  Pres.,  Bankers 
Trust  Company,  280  Park  Ave., 
New  York,  New  York  10017. 


You'll  find  a  money  manager  at  Bankers  Trust,  fl 


(Continued  from  page  30) 
mitments.  And  that  is  why  no  one 
doubts  that  once  the  OPEC  countries 
get  equity  participation,  however 
small,  they  will  come  back  for  more 
whenever  they  feel  like— and  get  it. 

According  to  reports,  the  OPEC 
countries  plan  to  compensate  the  com- 
panies. This  will  help,  but  questions 
remain:  How  much?  Over  how  long 
a  period?  And  will  they  continue  to  sell 
the  companies  the  oil  they  need  to  run 
their  refineries?  At  best,  all  they  plan 
to  pay  for  is  the  book  value  of  the 
installations,  and  these  have  long  since 
been  written  down.  Says  the  Shell 
man:  "This  leaves  a  great  deal  to  be 
desired.  There  is  notliing  even  begin- 
ning to  approach  the  hallowed  prin- 
ciple of  willing  buyer,  willing  seller." 
Moreover,  the  OPEC  countries  ap- 
pear to  have  no  intention  of  paying 
cash,  but  will  recompense  the  com- 
panies from  the  income  they  receive 
on  the  equity  they  get.  Oilmen  com- 
plain: "That's  like  grabbing  a  cow 
and  paying  for  it  with  the  money  you 
get  from  the  milk." 

Although  they  won't  admit  it  pub- 
licly—they can't  because  they  would 
then  lose  what  bargaining  position 
they  have— the  oil  companies  appear 
resigned  to  some  form  of  equity  par- 
ticipation. They  know  that,  in  any 
event,  the  oil-producing  countries 
will  start  taking  over  the  fields  as 
soon  as  the  concessions  run  out,  and 
the  last  of  the  concessions  expires 
in  2000,  not  a  very  long  time  from 
now,  only  28  years.  What  really  both- 
ers the  companies  is  the  problem  of 
compensation.  The  book  value  is  only 
a  fraction  of  the  actual  value  of  the 
fields,  and  besides,  if  the  OPEC  gov- 
ernments pay  in  oil,  they  will,  in  ef- 
fect, be  paying  the  companies  with 
the  companies'  own  money.  Oilmen 
see  no  difference  between  this  and 
outright  confiscation. 

Hope  for  Compromise 

What  the  oilmen  hope  is  that 
OPEC's  reported  position  is  merely 
for  bargaining  purposes,  that  in  the 
give  and  take  of  negotiations  the 
OPEC  countries  will  agree  to  pay 
more  than  book  value  and  to  pay  in 
cash.  The  nature  of  bargaining  is  such 
that,  in  all  probability,  the  OPEC 
countries  will  pay  a  bit  more  than 
they  reportedly  are  offering  now,  and 
the  companies  will  receive  a  good 
deal  less  than  what  they  think  their 
properties  are  worth. 

Nationalization  or  equity-.sharing  of 
the  oil-production  part  of  the  busi- 
ness may  eventually  change  the  char- 
acter of  the  oil  business.  The  interna- 
tional oil  companies  are  all  refiners 
and  marketers  as  well  as  producers, 
but   historically   the   profits   have   al- 
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AS  PAYMENTS  HAVE  RISEN, 

EARNINGS  HAVE  DROPPED- 

AND  THERE  MAY  BE 

WORSE  TO  COME- 

Companles  of 
Seven  International  Oil  Groups 


PAYMENTS  TO 
PRODUCING  GOVERNMENTS 
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ways  come  from  producing.  Until 
1968,  profits  from  refining  and  mar- 
keting amounted  to  zero  or  less  in 
Western  Europe.  Since  then.  West- 
ern European  prices  have  risen,  but 
the  profits  still  don't  amount  to  much, 
at  least  on  the  books. 

Now,  in  part,  this  is  the  result  of 
bookkeeping  habits.  The  companies 
have  resorted  to  a  variety  of  devices— 
intracompany  deals,  for  example,  to 
keep  profits  on  refining  and  market- 
ing to  a  minimum  in  order  to  keep 
taxes  to  a  minimum. 

"We're  often  told  that  refining  pays 
only  3%  on  investment,"  says  Professor 
Adelman.  "That's  absurd.  The  com- 
panies have  to  pay  7%  to  buy  the 
money.  The  figures  they  have  are  de- 
termined by  accounting  rules.  They 
don't  correspond  to  reality." 

Bookkeeping  legerdemain,  how- 
ever, isn't  the  only  explanation  for  the 
low  profits  in  refining  and  marketing. 
There  is  also  the  problem  of  compe- 
tition, which  makes  itself  felt  at  the 
gas  pump  rather  than  at  the  well- 
head. In  the  U.S.,  Texaco,  the  compa- 
ny with  the  largest  share  of  the  mar- 
ket, has  only  8%.  That  is  why  attempts 
to  raise  the  price  of  gasoline,  for  ex- 
ample, in  the  U.S.  have  failed  in  re- 
cent years. 

In  Western  Europe,  where  Royal 
Dutch/ Shell  has  16%  of  the  market, 
with  Jersey  Standard  not  far  behind, 
competition  normally  is  a  good  deal 
less  intense.  It  proved  possible  to 
raise  gasoline  prices  there  last  year 
by  1  cent  to  3  cents  a  gallon  and  fuel 
prices  generally  by  somewhat  more. 
However,  there  are  limits  to  how 
much   prices   can   be   raised   even   in 


Western  Europe.  Oil  prices,  like  util- 
ity rates,  are  close  to  becoming  a  po- 
litical issue. 

Inevitably,  if  the  international  oil 
companies  lose  control  of  the  well- 
heads, where  their  profits  now  come 
from,  they  will  have  to  raise  con- 
sumer prices— or  else  sink  into  mar- 
ginal profitability.  Initially,  the  Amer- 
ican consumer  will  not  be  hit  too 
hard— (or  a  paradoxical  reason:  U.S. 
consumers  already  are  paying  an  in- 
flated price  for  everything  except  fuel 
oil.  The  explanation  for  this  is  the 
quota  system  that  was  set  up  to  pro- 
tect the  domestic  oil  industry.  It  lim- 
its imports  of  foreign  crude  oil  to 
about  24%  of  domestic  production. 
This  permits  the  domestic  producers 
to  set  the  price  at  a  level  convenient 
to  them— about  $3.40  a  barrel,  vs. 
$2.20  for  imported  oil. 

Consumers  Will  Pay 

Because  of  this  system,  the  first  ef- 
fect of  higher  OPEC  prices  will  sim- 
ply be  to  close  the  gap  between  the 
cost  of  Texas  oil  and  OPEC  oil;  in 
fact,  the  cash  value  of  oil  import 
quotas,  which  a  few  years  ago  could 
be  resold  for  hefty  premiums,  has 
been  dropping  steadily. 

However,  consumers  in  the  rest  of 
the  world  will  feel  the  impact  right 
away,  as  the  companies  boost  prices 
in  order  to  recoup  at  the  gas  pump 
the  profits  they  have  lost  at  the  well- 
head. And  the  U.S.  consumer  will  feel 
it  sooner  or  later,  too.  In  the  preced- 
ing interview,  OPEC's  Nadim  Pacha- 
chi  says  that  equity  participation  will 
not  lead  to  higher  prices.  But  he  is 
talking  only  about  crude  prices. 

The  price  of  crude  may  not  rise, 
but  the  price  of  finished  products 
most  certainly  will.  The  interna- 
tional oil  companies  will  be  denied 
20%  (or  51%,  or  whatever)  of  the 
profits  they  formerly  made  on  foreign 
crude.  So  they  will  have  no  choice 
but  to  raise  finished  product  prices; 
either  that,  or  face  shrinking  profit- 
ability. But  the  onus  for  higher  end- 
product  prices  will  be  shifted  from 
the  producing  nations  to  the 
oil  companies. 

This  is  why  the  Independent  Pe- 
troleum Association,  made  up  of  small 
U.S.  producers,  is  so  pleased  by  re- 
cent developments:  They  feel  that  the 
end  result  will  be  higher  crude  prices, 
too.  "The  movement  toward  produc- 
tion participation  by  the  OPEC  coun- 
tries can't  do  anything  but  help  us," 
says  IPA's  Director  of  Publications 
Tony  Simmons.  "Let's  face  it,  [crude] 
prices  are  going  up." 

Says  an  oil  analyst:  "Marketing 
will  become  the  name  of  the  game, 
as  production  is  now;  and  the  [inter- 
national]  companies  that  do  best  will 
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The  thrill 
of  discovery 

(Pronounce  it  Bor-Zoy) 


English 

First  vod  ka  km  the  martini. 


When  you're  known  as 

^^the  phone  company/' 

sometimes  people  forget 

about  the  other  1,000  pieces 

ol  equipment  you  oiler. 


The  trouble  with  being  known  as  "the 
phone  company"  is  that  when  many 
people  think  of  you,  they  think  only  of 
phones. 

In  addition  to  phones,  we  also  install 
and  service  facilities  and  equipment 
for  portable  conference  systems,  stock 
quotation  systems,  data  and  intercom 
systems,  announcement  systems  .... 

Well,  the  point  is,  whatever  kind  of 
communications  equipment  you're 


likely  to  need,  we're  likely  to  have.  And, 
until  you've  gotten  our  bid  on  installing 
and  maintaining  it,  all  the  bids  aren't 
really  in. 

So,  when  your  business  has  any 
communications  problem,  call  your 
telephone  Business  Office  and  ask  to 
speak  to  a  Communications  Consultant. 
There's  never  any  extra  charge  for  his 
services.  In  fact,  there's  never  even  any 
charge  for  the  call. 

Pacific  Telephone 


We're  more  than  just  a  phone  company. 


S-F/P 


WEUSmRfiO  BANK 

We're  muMi-nationalf  because  you're  mutti-natienak 

AUCKLAND  •  BANGKOK  •  BUENOS  AIRES  •  BOGOTA  •  CARACAS  •  DUBAI  •  HONG  KONG  •  LIMA  •  LONDON  •  LOS  ANGELES  •  LUXEMBOURG  •  MAKATI,  RIZAL   •    MANAGUA  •   MANIZALES   •   MEXICO   CITY  •   MIAMI 

NEW  YORK  •  QUITO  •  SAN  FRANCISCO  •  SAN  SALVADOR   •   SAO  PAULO   •  SYDNEY  •  TAIPEI   •  TOKYO 


fisiready. 

Yovat  office  in  fhe  building 

in  the  city  in  the  park. 
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Right  in  the  middle  of  a  Dig  green  park  by  the  sea  in 
Newport  Beach,  The  Irvine  Company  is  building  a  city. 

A  real  city.  With  all  the  good  things  cities  have.  A 
downtown  for  big  business  and  finance. 

A  truly  complete  shop- 
ping center.  Beautiful 
residential  areas.  Exten- 
sive recreational  facili- 
ties. All  the  good  things. 
And  none  of  the  bad. 

The  Irvine  Company 
is  doing  it  right.  Under 
the  tight  control  of  an 
overall  long-range 
master  plan.  So  the  city 
in  the  park  will  improve 
with  age,  not  deteriorate. 

We  call  it  Newport 
Center.  It's  as  big  as  64 
city  blocks.  With  master- 
planned  facilities  for 
commercial,  financial, 


residential,  civic,  medical,  insurance,  entertainment,  and 
recreational  activities.  It's  surrounded  by  the  120-square- 
mile  world  of  Irvine* — the  largest  completely  planned, 
privately  financed  development  in  the  world.  It's  located 
in  the  fastest  growing  county  in  America. 

Newport  Center  is  the  major  developing  business 
center  of  the  nation.  Many  business  giants  are  already 
here,  including  Avco  Financial  Services,  Bank  of  Amer- 
ica, Security  Pacific  National  Bank,  Union  Bank,  and 
Pacific  Mutual  Life  Insurance  Company. 

About  300,000  square  feet  of  office  space  in  the  ultra- 
modern Union  Bank  Building  is  available  for  your  inspec- 
tion right  this  minute.  It's  the  tallest  building  in  Newport 
Center  and  all  of  Orange  County.  A  tail  steel  tower 
sheathed  in  gray  solar  glass  intersected  by  aluminum- 
clad  columns.  It's  designed  to  provide  for  your  every 
need,  from  cable  television  for  closed  circuit 
programming  and  surveillance  to  twice  the 
number  of  parking  spaces  available  in 
older  comparable  buildings.  The  strik- 
ing new  Union  Bank  Building  could 
be  just  the  space  you've  been 
looking  for.  And  it's  ready.  Tear 
out  this  page  and  give  it  to  your 
secretary.  Tell  her  to  write  for 
complete,  detailed  information 
on  Newport  Center  and  the  new 
Union  Bank  Building.  The  man  in 
the  office  in  the  building  in  the 
city  in  the  park  could  be  you. 
Write  to  Mr.  William  Dailey, 
Matlow-Kennedy  Corporation, 
Suite  370,  Union  Bank  Building, 
610  Newport  Center  Drive, 
Newport  Beach,  California 
92660.  Phone  (714)  644-5165. 


Irvine 


Builders  of  Tomorrow's  Cities      Today 


CREATING  A  BETTER  ENVIRONMENT  FOR  YOU 
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be  tliose  with  tlie  best  marketing 
facilities  iii  Western  Europe.  Royal 
Dutcli/ Shell  is  first  there.  Jersey,  sec- 
ond. Jerse>-  didn't  start  building  up 
its  marketing  facilities  until  quite  late 
-1962.  1963-but  Jersey  spent  a  hell- 
u\a  lot  of  monev  and  it's  now  in  a 
good  position.  Mobil  and  Texaco  are 
three  and  four— really,  neck-and-neck 
for  three.  Gulf  and  Standard  Oil  of 
Cahfomia  are  way  at  the  bottom.  Af- 
ter Jersey  bought  up  all  the  refineries 
and  gas  stations  it  could,  Gemiany 
and  France  decided:  Xo  more.  So 
it's  too  late  for  SoCal  and  Gulf. 
The\'ll  be  in  real  trouble  if  they  lose 
the  profits  from  production." 

Some  countries  will  find   it  neces- 
sar\-  to  use  the  international  oil  corn- 


such  national  companies.  Italy's  ENI 
and  France's  SNPA  are  already  well 
established.  Additional  ones  will  prob- 
ably come  along.  The  end  result  will 
be  the  same:  a  reduction  in  market 
share  for  the  majors. 

And  neiv  middlemen  may  break  in- 
to the  charmed  circle.  In  the  U.S., 
Commonwealth,  a  smallish  refiner 
that  has  always  bought  its  crude  from 
a  number  of  major  companies  in 
Venezuela,  including  Creole,  a  sub- 
sidiary of  Jersey  Standard,  recently 
made  a  deal  with  Societe  Nationale 
Sonatrach,  which  runs  Algeria's  na- 
tionalized oil  fields.  The  deal  is  for 
Commonwealth  to  purchase  crude 
oils  and  petroleum  products  amount- 
ing to  some  380  miUion  tons— more 


The  Seven  Sisters:  How  They  Stand 

The  figures  below  iell  an  interesfing  sfory.  Noie  thof  Jersey  Standard 
and  Royal  Dutch  are  close  in  revenues  and  volume.  But  Jersey  nets 
more  than  7  cents  on  the  sales  dollar  to  Royal  Dutch's  5.  The 
reason  shows  clearly  in  these  figures-.  Jersey  produces  more  rich 
low-cost  Eastern  Hemisphere  crude.  But  crude  alone  is  not  enough: 
Gulf  produces  nearly  as  much  Eastern  Hemisphere  crude  as  does  Texaco, 
yet  Texaco's  net  profit  is  nearly  50  %  greater.  Reason:  Texaco  has  the 
market  outlets  for  all  its  oil.  Gulf  doesn't.  Which  is  why  balance  is  so 
important  in  the  oil  game:  You  need  both  the  oil  and  the  markets  to 
achieve  maximum  profitability.  With  their  higher  profit  rates  and 
strong  marketing,  the  balanced  companies  are  less  vulnerable  to  pres- 
sures from  producing  countries. 


Company 


Daily 
Rank    Salts* 


Daily  Revenues 

Rank  Production'f    Rank   (billions) 


Net  Income 
Rank      (millions) 


Royal  Dutch/Shell 

Jersey  Standard 

Texaco 

Mobil 

British  Petroleum 

SoCal 

Gulf 


5.9 
5.7 
2.9 
2.2 
2.1 
1.9 
1.5 


4.2 
5.4 
3.2 
2.1 
3.7 
2.6 
3.1 


$17.8 
19.4 
8.1 
9.5 
7.3 
5.9 
7.4 


$  901 
1,515 
904 
541 
371 
511 
561 


'Millions  ol  barrels.  tEostem  Hemisphere. 


panics  as  middlemen,  because  the  gov- 
ernment oil  companies  lack  tankers 
and  refining  capacity  (the  internation- 
al oil  companies  have  an  estimated 
80%  of  the  refining  capacity  in  the 
non-Communist  world)— but  not  all. 
Japan,  the  world's  largest  oil  importer, 
has  both  tankers  and  refining  capac- 
it\ .  Will  it  need  middlemen? 

Paul  H.  Frankel,  a  well-known 
British  petroleum  consultant,  thinks  it 
may  not.  He  believes  that  major  oil- 
using  nations,  especially  Germany, 
Japan,  France  and  Spain,  which 
now  buy  mostly  from  the  big  inter- 
national companies,  should  encourage 
their  own  oil  companies.  That  way 
they  would  not  get  caught  in  the  mid- 
dle if  the  Arabs,  say,  cut  off  oil  to 
American  and  British  companies  in  a 
fit  of  political  pique  over,  say,  Israel.. 

As  the  OPEC  companies  get  a 
larger  share  of  the  crude,  they  will  be 
in  a  position  to  sell  more  and  more  to 


thaji  twice  its  current  rate  of  buying— 
and  valued,  at  today's  prices,  at  $8 
billion  over  a  period  of  25  years.  This 
is  the  equivalent  of  one-third  of  the 
known  reserves  in  the  North  Slope. 
Sonatrach  has  promised  to  invest  ap- 
proximately $260  million  of  its  own 
money  for  facilities  required  to  pro- 
duce the  products  destined  for  Com- 
monwealth (Corco). 

Previously,  El  Paso  Natural  Gas  had 
made  a  deal  to  buy  liquefied  natural 
gas  from  Sonatrach.  And  shortly  after 
the  Corco  deal  was  completed,  Ro- 
mania also  made  a  deal  with  Sona- 
trach and,  suiprisingly,  so  did  Jersey 
Standard,  which  will  buy  150  million 
barrels  over  the  next  five  years. 

For  Corco,  Algeria's  nationaliza- 
tion of  its  oil  industry  has  opened  the 
way  to  becoming  a  major  company 
without  tremendous  expenditures  for 
exploration  and  exploitation.  "We're 
not  putting  up  any  money,"  Corco's 


President  Norman  C.  Keith  points 
out.  "This  is  the  future  of  the  oil  in- 
dustry," he  adds,  implying  that  all 
the  OPEC  countries  will  follow  Alge- 
ria's lead. 

Is  Algeria  capable  of  running  its  oil 
industry?  Keith  thinks  so.  Other  Mid- 
dle Eastern  countries  may  have  few- 
er experienced  technicians,  however. 
Some  experts  believe  the  Middle  East- 
erners do  not  have  enough  knowhow 
to  run  all  the  oil  fields,  and  this,  they 
say,  will  enable  the  international  oil 
companies  to  remain  in  the  OPEC 
countries  on  a  contract  basis.  Says 
Professor  Adelman:  "You'll  see  them 
doing  the  same  thing  as  contractors, 
not  proprietors."  He  adds,  "Of  course, 
it  will  be  a  big  job  of  adaptation— 
from  proprietor  to  contractor,  and  not 
everyone  will  be  able  to  make  it." 

Will  Crude  Prices  Fall? 

Adelman,  an  optimist,  believes  the 
price  of  crude  may  actually  fall  "as 
the  governments  begin  taking  over." 
He's  counting  on  OPEC's  unity  break- 
ing up.  At  present,  he  points  out,  "you 
have  a  built-in  price  floor."  There  is  a 
price  below  which  the  international 
companies  simply  cannot  sell,  given 
the  taxes  they  must  pay.  "Once  a  gov- 
ernment itself  does  the  selling,  the 
government  won't  have  this  floor," 
Adelman  continues.  "Governments 
are  inveterate  price-cutters.  They  com- 
pete with  each  other  the  way  compa- 
nies do,  but  they  don't  have  the  know- 
how;  they  have  never  learned  to  walk 
the  fine  line  between  being  a  patsy 
and  being  a  troublemaker." 

Perhaps,  but  the  newfound  unity 
has  been  veiy  profitable  for  the  OPEC 
countries.  Says  an  oil  analyst:  "I 
doubt  they'll  fall  apart  after  they've 
nationahzed  the  oil  fields.  Look  how 
they've  been  able  to  raise  theij  take 
from  the  companies.  Why  should  they 
ever  compete  again  when  they  see 
the  value  of  cooperation?" 

For  generations,  it  was  a  question 
of  weak  and  quarreling  producing  na- 
tions dealing  with  a  small,  powerful 
and  relatively  united  group  of  inter- 
national oil  companies.  The  real  aim 
of  the  current  OPEC  offensive  is  to 
reverse  the  trend:  fragment  the  in- 
dustry, unite  the  producing  nations. 

There's  one  thing  the  experts  do 
agree  on:  In  this  highly  uncertain 
world,  no  industry  is  faced  with  a  less 
predictable  future  than  oil,  once  noted 
for  stability  and  dependable  growth. 
Of  course,  demand  will  continue  to 
grow.  But  some  companies  will  slip. 
Some  will  hold  their  ground.  New 
ones  may  come  to  the  fore.  There 
may  be  opportunities  for  investors 
who  pick  the  right  companies.  But 
there  will  be  grave  risks  for  those  who 
take  the  status  quo  for  granted.   ■ 
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The  Money  Men 


Bull  Market  for  Economists 


The  setting  is  a  small,  overheat- 
ed office  scrunched  into  Kidder, 
Peabody  &  Co.'s  research  depart- 
ment. Is  this  really  where  "one  of 
Wall  Street's  hottest  properties" 
props  his  feet?  It  is.  Here  sits 
Sam  I.  Nakagama,  onetime  in- 
ternee in  a  World  War  II  reloca- 
tion camp,  later  a  nisei  on  Gen- 
eral MacArthur's  staff,  a  student 
at  the  University  of  Chicago  and 
an  economist  on  Business  Week. 
Later  a  stint  at  First  National  City 
Bank,  a  top  job  at  Argus  Research, 
and  now,  at  46,  with  a  piece  of 
the  action  at  Kidder.  Sam  Naka- 
gama has  come  a  long  way.  De- 
servedly so.  He  has  shown  that 
economics  can  be  a  practical  tool 
for  business  and  for  investing  and 


Nakagama  of  Kidder 


not   simply   an   academic  exercise. 

"I'm  trying  to  do  my  thing,"  Na- 
kagama says,  the  professorial 
bags  showing  in  his  charcoal  suit, 
the  red  bow  tie  rising  nervously 
over  his  Adam's  apple.  "Forecast- 
ing the  economy  and  relating  that 
in  political  and  social  terms.  .  .  . 
My  forecasting  record  is  good.  I 
was  the  first  to  call  the  1970  re- 
cession in  1969.  The  Weekly  Bond 
Buyer  recently  rated  me  against 
outfits  like  Wharton,  the  Confer- 
ence Board,  Chase  Manhattan.  1 
beat  their  computers.  First  over 
the  past  four  years  on  gross  nation- 
al product,  first  on  private  invest- 
ment. I'm  especially  good  fore- 
casting corporate  profits." 

He  says  all  this  in  no  boastful 
way,  but  matter-of-factly.  Naka- 
gama pulls  a  graph  from  the  paper 
mess  on  his  desk.  His  delicate  fin- 
gers fly  over  a  tiny  automatic  cal- 
culator. He  looks  up  and  adjusts 
his  horn- rimmed  glasses.  "I  see  a 
ri^e  this  year  of  the  GNP  of  6%  in 
real  terms.  I  see  a  rise  of  19%  in 
profits  after  taxes." 

As  a  Forbes  man  listened,  words 
of  a  respected  bank  economist 
rang  in  his  ears:  "That  GNP  fore- 
casting bit  is  a  lottery.  It  doesn't 
really  tell  you  what's  happening." 
Nakagama  seems  to  anticipate 
the  question:  "I  can  do  this  bread- 
and-butter  thing,"  he  says,  "but  it 
doesn't  really  interest  me. 

"What  really  interests  me  is  what 
other  people  find  more  significant, 
thinking  figures  through  to  a  logi- 
cal conclusion,  the  big  scene.  I 
took  economics,  but  I'm  more  a 
product  of  the  College  of  the  Uni- 
versity of  Chicago  where  we  ab- 
sorbed the  Great  Books.  The  world's 
leading  female  egghead,  Susan 
Sontag,  and  director  Mike  Nichols 
were  classmates.  Now  I'm  putting 
together  lots  of  different  talents." 

What  do  his  books,  his  talents, 
his  experience  tell  him  lies  ahead 
for  the  economy  and  the  stock 
market?  Sam  Nakagama  remi- 
nisces a  bit.  Advising  MacArthur 
on  the  Japanese  people,  he  saw 
the  U.S.  head  into  an  expansionist 
policy  in  Asia.  Ill-advised,  he 
thought.  Then  he  watched  as  the 
Korean  war  eerily  set  the  stage 
for  a  dynamic  Japanese  economy. 
And  saw  the  Vietnam  war  propel 
the    U.S.    economy   into    a   heady 


war  boom— a  boom,  he  feels,  that 
'  raised  a  mask  over  a  recession  that 
was  building  up.  What  did  the 
mask  hide?  "Loss  of  position.  We 
had  become  noncompetitive  in  the 
world  and  didn't  know  it.  Consumer- 
spendirlg  hikes  really  were  com- 
ing from  increased  imports.  We 
found  out  that  something  had  gone 
structurally  wrong  only  in  the  sec- 
ond quarter  of  1971  when  the 
balance  of  trade  deteriorated  tre- 
mendously." 

A  dark  picture,  but  Nakagama 
brightens.  "Devaluation  is  now  the 
key  to  everything.  It  will  ensure 
that  consumer  spending  will  be 
reflected  in  domestic  orders,  do- 
mestic production,  domestic  invest- 
ment. On  top,  the  investment  credit, 
depreciation  speedup,  the  big 
budget  deficit  highlighted  by  a 
rise  in  defense  spending.  .  .  .  Boy, 
we've  got  a  lot  going  for  us." 

But  Mr.  Nakagama,  isn't  there  a 
black  cloud  called  inflation  hang- 
ing around  someplace?  "Who  can 
blame  the  President  for  the  money 
push?  He's  like  a  student  whose 
big  exam  comes  up  every  four 
years.  He  doesn't  want  to  flunk 
the  economic  question  come  No- 
vember," he  replies. 

Ponder  for  a  moment  that  re- 
mark about  flunking  the  exami- 
nation. It  kind  of  qualifies  Sam 
Nakagama's  bullishness.  He's  not 
an  all-out  optimist  in  spite  of  what 
he  said  about  devaluation  and 
Washington's  shots-in-the-arm  and 
19%  earnings  gains.  We  asked  him 
what  happens  after  the  November 
elections? 

"Uncertainty,"  he  says.  "We're  in 
a  new  era.  I'm  telling  money  man- 
agers that  1972-73  will  be  a  pretty 
good  year,  but  more  complicated 
than  1972. 

"You  see,"  Nakagama  went  on, 
"the  secure  environment  we  had 
in  the  Forties  through  the  Six- 
ties is  gone  forever.  The  U.S.  has 
lost  its  uniqueness."  The  implica- 
tion being:  Buy  stocks  for  a  pick- 
up in  the  economy,  but  don't  be 
afraid  to  take  profits  when  you've 
got  them;  you  can  no  longer  count 
on  a  peiTnanent  bull  market  to  bail 
you  out.  We  remembered  the  fa- 
mous crack  attributed  to  J.P.  Mor- 
gan: "The  market  will  fluctuate." 

The  Forbes  man  packs  up  to 
leave  and  hears  Sam  Nakagama 
echoing  his  thoughts:  "The  de- 
mand for  good  economists  on  Wall 
Street  will  pick  up."  ■ 
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Pierre  R in  fret's  Loss  Leader 


Pierre  Rinfret,  the  talkative, 
plunipish,  Pli.D.  economic  fore- 
caster, tells  of  meeting  an  old 
friend  on  a  plane  a  month  or  so 
ago:  "Pierre,"  said  the  friend,  ">'ou 
certainK-  did  a  great  job  on  the 
economy  last  year.  You  had  a  beau- 
tiful track  record.  It  is  too  bad  you 
are  destroying  your  reputation  with 
>our  fund." 

"What  do  you  mean  b\'  that?" 
asked  Rinfret. 

"Great  economist.  Lousy  money 
manager,"  replied  the  friend. 

There  is  difference  of  opinion  as 
to  what  kind  of  an  economist  Rin- 
fret is;  .some  people  admire  him, 
while  others  think  his  talents  are 
greater  as  an  entertainer  than  as  a 
business  forecaster.  But  there  isn't 
much  (juestion  about  his  record 
last  year  as  a  money  manager: 
It  was,  as  his  friend  put  it,  "lousy." 
In  1971  with  the  Dow  up  6.1%, 
the  S&P  500  up  10.7%  and  Arthur 
LipiXT  C'oip.'s  mutual  fund  indus- 
try average  up  IH'i,  Rinfret's  two- 
year-old  Rinfret  Fund  grew  a 
meager  4.2%.  outdistancing  only 
l'"onBEs'  Klinker  Index— 197 Is  ten 
worst-performing  funds.  "I'm  to- 
tally dissatisfied  with  our  perfor- 
numce  in  1971,"  says  Rinfret. 

Here  is  Rinfret,  running  prob- 
abK  the  world's  largest  economic 
consulting  firm,  a  man  who  charges 
$4,000  or  more  for  each  of  two 
dozen  or  so  speeches  he  makes 
each  year,  managing  to  imderper- 
fonn  all  the  leading  market  av- 
erages. "We  made  certain  very  ba- 
sic mistakes,"  he  says. 

The  problem,  as  he  reconstructs 
1971,  is  that  Rinfret  the  econo- 
mist and  Rinfret  the  money  man- 
ager simply  couldn't  get  in  step. 
Among  the  winners  Rinfret  Fund 
shareholders  missed  were: 

•  Airlines.  "As  economists  we 
had  totally  seen  the  beginning  re- 
surgence of  the  airlines.  But  every 
time  I  looked  at  the  stocks  I  was 
looking  at  companies  virtually 
bankrupt,  and,  remembering  the 
Penn  Central,  I  wouldn't  touch  it. 
...  I  would  back  away." 

•  Housing.  "We  were  the  big- 
gest bulls  on  housing  in  the  U.S. 
When  the  investment  advisers  told 
me  they  couldn't  find  good  hous- 
ing stocks,  I  should  have  over- 
ruled them  and  bought  housing* 
stocks.  .  .  .  When  they  told  me  we 


couldn't  find  good  mobile  home 
companies,  we  should  have  o\'er- 
ruled  them  and  bought  some." 

•  Hot  stocks.  "1  was  buying  or 
holding  throughout  1971  nothing 
but  what  I  would  call  pretty  high 
quality  stocks  [Philip  Morris,  Coca- 
Cola,  GE,  IBM].  And  the  market 
was  buying  glamour  stocks  with 
incredibly  high  multiples  and  was 
putting  bigger  multiples  on  them." 

There  are  those  who  think  Rin- 
fret's mistake  was  even  more  basic 
than  a  failure  to  follow  through  on 
his  economic  forecasts.  The  mis- 
take was  going  into  mutual  funds 
in  the  first  place.  To  a  degree,  eco- 
nomic prognostication  is  a  form  of 
entertainment,  especially  as  Rinfret 
practices  it,  mixing  jokes  and  cigar 
smoke  with  sweeping  prophecies. 
But  money  management  is  some- 
thing else:  Your  record  stands 
etched  in  hard  cash  for  everyone 
to  marvel  at  or  scoff  at. 

At  any  rate,  Rinfret  has  been  a 
big  financial  success  in  the  prog- 
nostication business.  His  Rinfret 
Boston  Associates,  Inc.,  60%-owned 
by  the  Boston  Co.  and  40%  by 
Rinfret,  serves  big  companies  and 
invest'  s  who  are  willing  to  pay 
$10,000  a  year  for  printed  "con- 
fidential" economic  reports.  Rin- 
fret's other  revenue  comes  from 
such  areas  as  individual  consult- 
ing (clients  pay  as  much  as 
$.50,000  a  year  to  be  able  to  talk 
directly  to  any  member  of  the  Rin- 
fret staff  and  meet  personally  with 
Rinfret  himself)  and  "self-destruct" 
tape  cas.settes  (which  erase  as  they 
are  played  and  thus  can't  be  passed 
along  to  freeloaders). 

The  Rinfret  Fund  was  started, 
according  to  PieiTe  Rinfret,  partly 
to  help  promote  these  other  ac- 
tivities. "One  of  the  questions  that 
people  fairly  ask  is:  Do  you  have 
any  experience?  Can  you  manage 
money?"  says  he.  So  far,  with  the 
fund  never  more  than  $10  million 
in  assets,  Rinfret  has  not  made  a 
nickel  on  it.  "It  is  a  loss  leader  of 
incredible  proportions." 

Economists  are  very  fashionable 
at  Wall  Street  brokerage  houses 
these  days.  The  highly  respected 
Sam  Nakagama  is  playing  a  key 
role  at  Kidder,  Peabody  {see  p. 
38).  But  Nakagama's  job  is  to 
guide  and  inspire  the  money  man- 
agers,  not  to   manage   them.    Rin- 


Luxury 
conventions 
tea  la  carte» 


OUR  SPECIALTIES 
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MELiA  CASTitLA 
Madrid 

Western  Europe's 

largest  and  liveliest 
hotel  with  1,000  twin- 
bedded  luxury  rooms. 
A  "city"  within  a 
city,  specially  built 
and  equipped  for 
conventions  and 
meetings. 

MELIA  MADRID 
Madrid 

250  rooms  and  suites. 
Convention  hall  and 
meeting  rooms  with 
specialized 
installations. 

MELIA  DON  PEPE 
Marbella, 
Costa  del  Sol 

250  luxury  rooms  and 
excellent  convention 
installations.  For 
leisure,  all  facilities  an 
exclusive  resort  hotel 
can  offer. 

MELIA 

TORREMOLINOS 
Costa  del  Sol 

220  luxury  rooms. 
Magnificent  convention 
and  congress 
installations  in  modern, 
colourful  surroundings. 

MELIA  MALLORCA 
Palma  de  Mallorca 

390  luxury  rooms,  with 
the  perfect  setting  for 
conventions, 
congresses  and 
company  meetings. 


Plan  your  next  convention  at  any  one 

of  these  great  MELIA  HOTELS 

in  Spain. 

We  are  professionals  at  planning  and 

staging  conventions,  congresses 

or  business  meetings.  Our  expert 

staff  is  your  guarantee. 


Plus:  11  other  luxury  hotels  in  the 
best  resorts  and  beaches  of  Spain. 

MQliaHotols 

OF  SPAIN 


Write  today  for  information  to: 

Mr.  Jorge  Encina,  Manager,  Group  Sales  Dept. 
USA  &  Canada,  551  Fifth  Ave.,  Suite  1416, 
New  York,  N.Y.  10036,  Telephone  (212)  986-4353 
or  your  nearest  travel  agent. 
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The  business 

of  making  Scotch: 

if  s  become  too  much 

of  a  business. 

You've  probably  never 
had  the  opportunity  to  drink 
a  fifteen  year  old  Scotch. 

And  the  reason,  once 
you've  stopped  to  think  about 
now  popular  Scotch  is  today,  is 
really  quite  simple. 

There  just  aren't  many 
profit-minaed  businessmen 
about  to  v^ait  fifteen  years  for 
their  Scotch  to  fully  mature, 
when  without  too  much 
trouble  they  can  sell  a  five  or 
eight  or  twelve  year  old  Scotch. 

But  we  go  back  over  200 
years  to  a  time  when  making 
Scotch  was  more  of  an  art  than 
a  business.  This  attitude  has 
not  been  without  its  reward. 

Thus  it  is  that  in  a  world 
that  continually  strives  for 
the  new,  the  changed,  the 
expedient,  we  are  pleased 
to  present  you  with  a 
Scotch  made  the  way  Scotch 
was  meant  to  be  made. 
Fifteen  year  old  Royal  Ages. 

Royal  Ages  is  another 
experience  in  Scotch. 
Unbelievably  comfortable  to 
the  experienced  palate.  A 
smootn,  calm  tasting  Scotch 
with  not  the  slightest  hint  of  a 
rough  edge. 

It  is,  in  short,  Scotch  at  its 
best. 

Fifteen  year  old  Royal 
Ages.  One  sip  and  we  think 
you  will  agree  it  was  worth  the 
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waitmg. 

Ro 


Loyal  Age! 

Fifteen  years  of 
breeding. 


86  Proof. 

15  Year  Old  Blended  Scotch  Whisky. 
The  Paddingfon  Coip.,  N.Y.  10020 


The  Money  Men 


fret  claims  to  go  further  and  ac- 
tually bridge  the  gap  between  eco- 
nomics and  security  analysis.  Does 
Rinfret  Fund's  1971  performance 
mean  that  economists  make  bad 
money  managers?  Not  true,  says 
Rinfret.  "Rather  than  being  a  prob- 
lem of  reconciliation,  the  natural 
thing  is  that  the  two  do  merge.  1 
don't  see  why  a  lot  of  people  don't 
understand  that." 

To  prove  it,  Rinfret  says  to  look 
at  1970.  The  Rinfret  Fund  gained 
11.1%,  while  the  Dow  was  up  only 
4.8%  and  Arthur  Lipper's  mutual 
fund  industry  average  was  off  9.2%. 
"The  performance  of  the  fund  in 

1970  would  make  anyone  proud, 
and  I  was  proud  of  it." 

Why  the  big  difference  then  be- 
tween 1971  and  1970?  The  differ- 
ence,   says    Rinfret,    was    that    in 

1971  "we  did  a  basically  poor 
job.  .  .of  mentally  carrying  through 
into  our  investment  portfolio  our 
economic  concepts."  In  1970,  by 
contrast,  the  investment  policy  of 
the  fund  did  reflect  his  economic 
thinking.  For  example,  in  late  1969 
and  early  1970,  says  Rinfret,  he 
became  convinced  that  money  rates 
on  AAA  corporate  bonds  could 
reach  9.5%  and  that  the  U.S.  faced 
a  "possible  financial  crisis."  During 
its  first  four  months,  from  January 
to  April,  Rinfret  Fund  was  only 
40%  invested  in  stocks.  Finally  in 
April,  a  month  before  the  Dow's 
102-point  May  plunge,  he  sold  out 
his  entire  portfolio.  Then,  he  says, 
on  May  29,  a  few  days  after  the 
market  reached  its  bottom,  he 
started  buying.  Why?  First,  he 
noticed  the  shift  to  an  easier  mon- 
ey policy.  Second,  he  decided  that 
President  Nixon  had  been  im- 
pressed by  the  message  delivered 
by  a  group  of  Wall  Streeters  led 
by  chairman  of  the  NYSE  Bernard 
(Bunny)  Lasker,  who  visited  him 
in  late  May  1970.  "He  [Nixon] 
was  beginning  to  realize  the  im- 
portance of  Wall  Street.  And  I  say 
that  not  in  the  worst  sense  but  in 
the  best." 

So,  as  a  fund  manager,  Rinfret 
makes  the  honor  roll  one  year  but 
flunks  the  next.  Where  does  that 
leave  him  for  this  year?  In  January 
Rinfret  says  he  began  to  restructure 
his  fund  completely,  shifting  out  of 
GE  and  Combustion  Engineering 
and  increasing  airlines,  homebuild- 
ing,  entertainment  and  electronics. 
"I  believe  that  our  portfolio  is  be- 
ginning to  fit  very  well  with  our 


Rinfref  of  Rinfret  Fund 


economic  posture. 

Any  other  economic  prophets 
want  to  start  their  own  mutual 
funds?  Guessing  the  GNP  seems 
to  be  easier.  ■ 
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Some  people  think  this  is  the  only  thing  Baltimore 
has  to  offer. 


/ 


/ 


/ 


/ 
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Maybe  you  know  Baltimore  as  the 
place  to  dig  into  raw  oysters,  dredged 
fresh  from  the  waters  of 
Chesapeake  Bay. 

But  do  you  know  about  our 
other  resources? 

Like  our  huge  diversified  labor 
pool  representing  20  of  the  21  major 
manufacturing  categories. 

Our  wealth  of  many  basic  materials 
right  at  your  fingertips  to  meet 
manufacturing  needs. 

Our  great  location — midway 


between  the  prime  Northeast  and 
Southern  markets,  closer  to  the 
Midwest  than  any  other  Eastern 
seaport,  and  on  the  Atlantic  trade 
routes  to  the  world. 

Find  out  about  all  our  competitive 
advantages  and  the  attractive  plant 
sites  the  Baltimore  area  has  to  offer 
industry.  Send  coupon  now. 
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PIVOT  POINT  OF  THE  EAST  COAST 
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A  new  kind  of  bank . . . 


Steve  Gardner,  Chairman;  Bill  Eagleson,  President,  and  3,100  other  em- 
ployees have  made  Girard  a  new  kind  of  bank:  one  large  enough  to  lend 
you  $18  million;  precise  enough  to  trace  a  Yen  in  Tokyo;  fast  enough  to 
answer  most  questions  in  one  telephone  call. 

Girard  is  a  new  kind  of  bank? 

Girard  Bank  helped  show  the  U.S.  Postal  Service  how  to  free  $300  million 
annually  by  reducing  float.  We're  the  development  bank  for  one  of 
America's  largest,  privately  financed,  urban  renewal  programs,  Franklin 
Town.  The  signatures  of  Girard  officers  are  known  in  3,000  banks  around 
the  globe. 

Doing  business  with? 

.  .  .  local,  national  and  multi-national  companies,  food  chains,  insurance 
firms,  builders  and  contractors,  manufacturers  all  over  this  land. 

With  what  services? 

Commercial  and  construction  loans,  cash  management,  mergers  and 
acquisitions,  cash  optimization  planning,  international  banking,  em- 
ployee benefit  services  . . .  virtually  any  banking  service  you  require. 


So  what's  different? 

We  provide  a  complete  range  of  creative  local,  national  and  international 
banking  and  financial  services  almost  anywhere  in  the  world.  We  act  with 
speed,  accuracy  and  efficiency  that  you  wouldn't  believe.  Try  us  and  see. 
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GIRARD  BANK 

FDIC 

PHILADELPHIA  •  LONDON  •  PARIS 

GIRARD  INTERNATIONAL  BANK  •  NEW  YORK 


This  essay  was  part  of  our 
annual  report.  It's  the  kind  of 
book  only  a  new  kind  of  bank 
would  commission.  We'll  be 
glad  to  send  you  a  free  copy. 


Marketing  Department,  Girard  Bank,  One  Girard  Plaza,  Phila.,  PA  19101 
Please  send  me  a  copy  of,  "Paul  Nadler  Writes  about  Banking." 


NAME_ 


COMPANY- 
ADDRESS 


-TITLE. 


CITY. 


_STATE_ 


.ZIP_ 


F3 


Pretty  Penney 


J.  C.  Penney's  catalog  business  was  a  bad  penny  for  a 
long  time,  but  it's  going  to  turn  many  a  crisp  dollar. 


It  took  nine  years  and  an  estimated 
$90  million  pretax,  but  J.C.  Penney 
finally  and-it  hopes— permanently  got 
its  catalog  business  into  the  black  last 
year.  Penney's  earnings,  which  had 
been  on  a  plateau— $110-$114  million, 
$2.12-$2.16  a  share-for  three  years, 
rose  fairly  sharply  last  year  to  $135.7 
million  or  $2.46  a  share.  A  major 
reason  they  remained  on  a  plateau 
was  the  losses  Penney  had  been  tak- 
ing from  the  catalog  business,  an  es- 
timated $15  million  a  year. 


From  its  early  beginnings  as  the 
American  farmer's  guide  to  the 
good  life,  the  mail-order  catalog 
business  has  lost  its  once  lofty  dom- 
inance. Nonetheless,  today  that 
business  continues  to  be  a  robust 
competitor  of  the  retail  store.  The 
fragmented,  sprawling  mail-order 
business  runs  into  the  tens  of  bil- 
lions. Yet  five  companies,  the  big 
national  distributors  of  mass  mer- 
chandise, had  a  1971  catalog  vol- 
ume of  something  like  $4  billion. 

More  important,  mail  order  is 
growing  faster  than  all  retail  trade. 
So  much  so  that  Sears,  Roebuck, 
giant  of  the  business,  gained  10% 
in  catalog  sales  last  year,  vs.  only 
about  8%  for  its  overall  business. 
With  about  $2.3  billion  in  sales 
last  year.  Sears  is  king  of  the  moun- 
tain, but  it  is  attracting  more  com- 
petition from  other  big  retailers. 
For  example,  J.C.  Penney  {see 
sfonj)  has  already  sunk  something 
like  $90  million  into  getting  into 
catalog  merchandising. 

Montgomery  Ward,  oldest  in  the 
business,  did  over  $600  million  in 
catalog  sales  last  year,  up  10%. 
Spiegel  (Beneficial  Corp.)  and 
Penney  each  did  over  $300  million. 
In  the  fifth  slot  was  Aldens,  a 
subsidiary  of  Gamble-Skogmo.  All 
five  were  profitable  last  year,  more 
profitable  than  in  1970. 

Adding  to  the  excitement,  Avon 
Products  last  month  announced  it 
was  considering  entering  the  mail- 
order business  and  would  make  a 
final  decision  before  the  end  of 
1972  after  extensive  test-marketing. 
The  initial  market:  apparel. 

Why  is  Avon  interested?  It's 
looking  five  to  seven  years  ahead. 
Avon  wants  to  dix'ersify  away  from 
'.  selling  just  cosmetics  and  toilet- 
ries. It  has  what  is  crucial  to  suc- 


The  move  into  the  black  came  on  a 
spectacular  rise  in  catalog  sales  of 
24%  to  $303  million.  And  it  came  sev- 
eral years  sooner  than  expected.  When 
Penney  went  into  the  catalog  business 
in  the  early  1960s,  it  didn't  expect  to 
get  into  the  black  until  the  mid-1970s. 

Why,  expecting  to  lose  money  for 
more  than  a  decade,  did  Penney  go 
into  the  catalog  business  in  the  first 
place?  For  the  same  reason  Penney, 
at  the  same  time,  decided  it  had  to 
offer  credit  to  its  customers,  and  hard 


Why  Bother?- 


cess  in  the  mail-order  market:  a 
sales  force  and  a  huge  mailing  list 
with  a  detailed  marketing  book. 

Avon  figures  that  if  it  started  a 
mail-order  operation,  it  would  take 
at  least  five  to  seven  years  to  put 
it  into  the  black.  That's  a  big  rea- 
son why  so  few  try  it  on  a  national 
scale.    According   to   J.C.    Pen7iey's 


/s  the  Avon  lady  going  fo  be  re- 
placed by  catalogs?  Hardly.  Aug- 
mented is  more  likely.  Just  the  way 
catalog  sales  augment  store  sales 
ar)d  broaden   a  retailer's  market. 


goods  as  well  as  soft  goods.  Penney 
was  doing  fine,  but  it  felt  that  it  had 
to  become  a  total  retailer  in  order  to 
continue  to  prosper.  That  meant  of- 
fering its  customers  a  wider  variety 
of  goods  and  more  ways  to  obtain 
them.  One  of  these  ways  obviously 
was  the  development  of  a  catalog  op- 
eration, which  had  long  afforded 
Sears,  Roebuck  &  Co.  and,  to  a  lesser 
extent,-  Montgomery  Ward  an  extra 
retailing  dimension. 

However,  Penney  couldn't  just  ape 
Sears  and  Monkey  Ward.  Its  busi- 
ness was  significantly  different  from 
that  of  the  other  two  retailing  giants: 
What  worked  for  them  wouldn't  nec- 
essarily work  for  Penney. 

"The  learning  process  was  a  diffi- 


Don  Seibert,  "You  lose  money  on 
the  mailing  of  a  catalog— which 
costs  about  $5  each— until  you  pass 
the  million-unit  mark.  Only  after 
that  does  the  cost  per  unit  begin 
to  go  down  significantly."  And  even 
after  it  does,  you  can  still  lose 
plenty  of  money.  There  are  other 
costs:  distribution  centers,  comput- 
er installations,  shipping.  The  pro- 
posed 24%  hike  in  the  cost  of  third- 
class  mail  could  hurt,  too. 

So,  why  bother?  Why  not  leave 
the  business  to  Sears?  Quite  clear- 
ly, Penney  and  Avon  and  Benefi- 
cial Finance  and  Gamble-Skogmo 
see  something  big.  For  example: 

•  Convenience.  The  customer 
probably  doesn't  have  to  worry 
about  an  item  being  out  of  stock.  If 
the  item  and  the  color  and  the 
size  are  in  the  catalog,  they're  al- 
most certainly  in  the  warehouse. 
Thus  the  stock  available  to  the 
customer  is  enormous. 

•  Service.  With  good  help  hard 
to  get,  in-store  service  is  often 
sloppy,  slow  and  sometimes  down- 
right rude.  Many  people  are  com- 
ing to  prefer  a  good  catalog  to  a 
lousy  sales  person.  Then,  too,  the 
customer  can  "shop"  a  catalog  at 
his  own  convenience,  not  the 
store's,  whether  his  convenience  be 
Sunday  morning,  during  TV  com- 
mercials or  on  a  sleepless  niglit. 

•  Capital.  Once  the  computer 
and  warehouse  networks  are  in 
place,  a  catalog  system  can  handle 
a  great  deal  of  extra  volume  with 
very  little  additional  investment.  A 
catalog  thus  becomes  a  relatively 
cheap  way  to  get  extra  traffic,  extra 
leverage,  out  of  limited  capital.  Of 
course,  this  leverage  only  works 
for  you  if  \ou're  very  big— which 
is  why  Penney  had  to  spend  so 
heavily  to  get  big  in  a  hurry. 
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Now  what  starts  fires,  stops  them. 

Phosphorus  used  to  seem  like  magic,  back 
in  Chemistry  I.  Expose  it  to  air  and  it  catches 
on  fire,  remember? 

Now  we've  made  phosphorus  seem  like 
magic  again.  We've  turned  it  into  a  fire-retardant. 

It's  a  Monsanto  product  called  Phos-Chekf 
that's  used  in  fighting  brush  and  forest  fires. 
Dropped  fi'om  a  plane  or  copter,  it  produces  a 
barrier  that  puts  out  the  fire,  then  does  a  couple 
of  nearly  unbelievable  things. 

It  helps  keep  the  area  safe  from  further  fire. 

It  fertilizes  the  ground  for  new  seedlings. 

Phos-Chek®  fire-retardant  is  just  one  of  the 
many  kinds  of  products  coming  from  the  new 
Monsanto  Company.  In  areas  as  diverse  as 
swine  genetics  and  electronics,  fashion  fibers  and  steel, 
environmental  engineering  and  plastic  packaging. 
Ideas  just  seem  to  catch  fire  at  MAIISAntO; 

the  science' 
company. 


FOR  MORE  INFORMATION  ABOUT 

MONSANTOS  FIRE  RETARDANT  PRODUCTS. 

V,   .ilE   BOXG5EBE13.  MONSANTO  COMPANY. 

800  N.  LINDBERGH  BLVD  . 

ST  LOUIS.  MO.  63166 


Indiana... 
similar  to  but  unj 

like  Iowa,  Illinois, 
or  a  cornea  beet 

on  white  bread. 


A  lot  of  people 
lump  Indiana,  Iowa  and  Illi- 
nois all  together  in  one 
breath.  Well,  we're  out  to 
fight  that.  And  also  prove  to 
folks  that  if  you  like  corned 
beef,  even  ham  on  rye,  you 
can  get  it  anywhere  in  In- 
diana. We're  more  than  just 
Abe  Lincoln,  log  cabins,  and 
beautiful  foliage  in  the  fall. 

Indiana  .  .  .  turn 
left  at  the  redwoods  and 
follow  the  skyscrapers. 

Hard  to  believe, 
but  in  Indiana  you'll  find  the 
beaches,  the  parks,  the  fun, 
and  the  sunshine  just  like  in 
California.  And  we  even  have 
the  theatre,  the  opera,  the 
symphony,  and  the  art  mu- 
seums you'll  find  in  New 
York. 

We  didn't  tell 
you  the  worst  part. 

Other  states  will 
tell  you  Indiana  doesn't  have 
everything.  We  couldn't  be 
happier.  We  get  along  nicely 
without  ninety-minute  trips 
on  commuter  trains  crammed 
with  up-tight  business  execs. 
And  we  also  manage  nicely 


SB 


without  a  dark  cloud  of  pol- 
lution hanging  over  our  cities. 

Moving  to 
Indiana  won't  shatter 
your  financial  stability. 

So,  you'd  like  to 
be  with  the  sophistication  of 
city  life  and  the  quiet  coun- 
try casualness,  too.  But  you 
don't  want  to  make  your 
stockholders  nervous,  either. 
You  don't  have  to.  Indiana 
is  commercially  alive  and 
kicking.  The  industry  we 
have  here  not  only  stays 
here,  it  expands  here.  Our 
lifestyle  makes  our  people 
happy  and  productive.  So 
your  product  gets  built  bet- 
ter, finished  quicker,  and  on 
to  market  economically. 

Now  do  you 
know  the  difference? 

A  little  ad  like 
this  really  can't  tell  the  whole 
story,  but  we  hope  we've  at- 
tracted your  attention  at 
least.  Give  us  a  chance  and 
we'll  show  you  a  whole  host 
of  places  to  plant  yourself 
anywhere  in  Indiana.  Write 
today. 

Indiana  Department  of  Commerce 
Lt.  Gov.  Richard  E.  Folz,  Director 
Room  3355,  State  House 
Indianapolis,  Indiana  46204 


Indiana 


..a  lot  more  than  you  expected 
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cult  and  costly  one,"  says  Donald 
Seibert,  vice  president  in  charge  of 
catalog  operations.  "We  made  our 
share  of  mistakes  as  we  groped  along 
for  the  right  formulas  and  combina- 
tions." According  to  Seibert,  it  be- 
came obvious  fairly  early  that,  unlike 
Sears  and  Ward,  which  have  opened 
thousands  of  special  catalog  stores, 
Penney  would  do  best  by  simply  set- 
ting up  catalog  desks  in  each  of  its 
1,640  retail  stores.  This  offered  a  spe- 
cial advantage:  Some  of  Penney 's 
stores  were  too  small  to  stock  both 
hard  goods  and  soft  goods.  The  cata- 
log desk  could  give  these  smaller  stores 
a  way  into  hard  goods. 

Room  for  Expansion 

Says  Seibert:  "Today  we  have  a 
number  of  stores  where  catalog  sales 
equal  or  exceed  sales  done  by  the 
store.  What  it  gives  you  then  is  a  full- 
line  department  store  without  the  add- 
ed space  it  would  require  or  the  add- 
ed traffic."  And,  of  course,  with  a 
huge  sa\'ing  in  capital  and  overhead. 

Tlie  prospect  is  that,  sooner  or  later, 
Penney  will  have  to  set  up  special 
catalog  stores.  So  far,  it  has  estab- 
lished catalog  desks  in  only  1,079  of 
its  retail  stores,  which  gives  it  room 
for  expansion  without  setting  them  up. 
Howe\  er,  if  catalog  sales  grow  at  the 
rate  of  20%  a  \'ear,  as  Seibert  expects 
they  will,  Penne\'  won't  have  much 
choice.  This,  of  course,  will  increase 
overhead  and  cut  into  profitability. 

Another  thing  could  impinge  on 
profitabilitN'.  One  of  the  big,  unspoken 
reasons  Pemiey's  catalog  business  got 
into  the  black  sooner  than  expected 
was  tliat  Penney  deferred  bnilding  of 
a  third  and  fonrth  regional  distribu- 
tion center.  Seibert  managed  to  make 
do  with  his  existing  distribution  cen- 
ters in  Atlanta  and  Milwaukee  by  per- 
forming a  juggling  act  with  the  aid 
of  automation.  Overflow  business  in 
Milwaukee  was  shunted  to  Atlanta, 
which  has  excess  capacity.  "It  didn't 
take  much  longer,"  sa\s  Seibert,  "per- 
haps a  day  at  the  most.  We  found  that 
there  are  so  many  ways  to  make  our 
catalog  operations  more  efficient  be- 
cause it  is  more  like  a  manufacturing 
operation  than  a  retail  operation." 

But,  of  course,  the  nicest  thing 
about  the  catalog  operation  is  this: 
It  helps  Penne\'  conserve  scarce  capi- 
tal dollars.  Figure  it  this  way:  New 
stores  and  expanded  stores  cost  big 
money,  particularK  from  skyrocketing 
land  costs.  And  new  stores  lose  money 
the  first  \ear  or  two.  Catalog  sales 
are  a  way  of  getting  sales  gains  with- 
out major  store  openings.  Which  ex- 
plains win  Penney  Chairman  William 
M.  Batten  waded  through  nine  years 
of  red  ink  to  get  a  foothold  in  this  com- 
plicated but  growing  business.   ■ 
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what  kind  of  banker  carries  the 
Southeast  in  his  briefcase? 

A  C&S  banker.  Who  can  offer  you  the  best 
coverage  in  a  lock  box  program  for  that  fast-growing  area. 

It's  simply  a  matter  of  our  geography  and 
banking  abihty: 

We're  one  of  the  largest  banks  in  the  Southeast— 
located  all  over  Georgia  and  headquartered  in  Atlanta— its 
transportation  hub. 

And  we  have  500  direct  send  points,  which  enable 
us  to  collect  over  1,400,000  items  per  month. 

So  our  lock  box  program  is 
fast  and  efficient. 

It's  also  accurate.  We 
averaged  only  1  error  in 
every  46,922  items  processed! 

Let  any  bank  beat  that! 

But  talk  is  cheap. 
We'll  perform  a  complete 
cash  mobilization 
study  of  your  Southeastern 
remittances— and  we'll 
level  with  you  if  we  can't 
do  a  better  job  than  you're 
getting  now. 

Call  us  and  see. 
East  of  the  Mississippi  it's  Robert  B.  Rivers  in 
New  York  (212)  753-1880  or  Kirk  E  Lynn  in  Atlanta  (404) 
588-2253.  West  of  the  Mississippi, Herb  Falkenberg  in  Los  Angeles 
(213)  388-2359  or  Peter  Isop  in  Atlanta  (404)  588-2275. For  the  Chicago 
area,  John  Hughes  (312)  329-9696. 

Let  us  show  what  we  can  do  for  you ...  in  the  Southeast. 


CgS 


The  Citizens  &  Southern  Banks  in  Georgia 
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Warrant 

(000) 

Alleghany 

1 

perpetual 

$  3.75 

$10 

$131/8 

5% 

35% 

27% 

491 

Allegheny  Airlines 

1.04 

4/  1/87* 

13.00 

11 '72 

185/8 

26 

96 

100 

491 

Amerada  Hess-Louisiana  Land' 

1 

6/15/76 

40.50 

183/8 

51i/« 

15 

18 

36 

1,800 

American  Telephone  &  Telegraph 

1 

5/15/75 

52.00 

m 

431/2 

36 

5 

9 

31,387 

Atlas 

1 

perpetual 

6.25 

IVa 

23/4 

182 

22 

33 

5,023 

Avco 

1 

1/  1/78 

56.00 

53/8 

I8I/2 

232 

51 

72 

3,085 

Bangor  Punta 

1 

3/31/81 

53.00 

478 

143/4 

287 

82 

50 

2,596 

Braniff  Airways 

3.09 

12/  1/86 

73.00 

23 

I8I/4 

70 

35 

56 

480 

Brown 

1 

5/15/80 

16.50 

3V4 

91/8 

117 

46 

63 

1,673 

Carrier 

1 

7/15/76 

41.00 

165/8 

477/8 

20 

23 

41 

750 

Chrysler 

1 

5/15/76 

34.00 

I6V4 

331/4 

51 

29 

33 

1,800 

Cities  Service-Atlantic  Richfield' 

1 

9/  1/72 

110.00 

2 

70 

60 

21 

-30 

500 

City  Investing^ 

1 

7/15/78 

28.25 

lOVs 

271/4 

41 

13 

21 

2,000 

Continental  Telephone 

1 

11/  5/74 

22.38 

6'/8 

221/4 

28 

8 

14 

1,250 

Daylinf 

1 

3/21/89 

22.50 

81/8 

22 

39 

32 

48 

1,486 

Diversified  Industries 

1 

7/15/76 

9.25 

2^8 

6 

102 

0 

21 

674 

Equity  Funding  Corp.  of  America 

1 

12/  1/75 

25.25 

243/8 

381/2 

29 

26 

22 

550 

Flying  Tiger 

1.05 

12/31/75 

20.67 

ISVs 

281/2 

30 

52 

55 

888 

Gould 

1 

6/29/76 

36.67 

93/4 

343/8 

35 

35 

81 

3,122 

Greyhound 

1 

5/14/80 

23.50 

73/8 

211/2 

44 

16 

11 

4,250 

Gulf  &  Western  Industries 

1.027 

1/31/78 

55.00 

IOV4 

343/4 

83 

58 

61 

6,922 

Indian  Head 

1 

5/15/90* 

25.00 

11^8 

271/4 

35 

10 

30 

399 

Kane-Miller 

1 

1/15/80* 

22.00 

6% 

14 

104 

26 

61 

450 

Kaufman  &  Broad 

1 

3/  1/74 

10.84 

36'/4 

47 

0 

35 

52 

1,500 

Leasco  1978 

1 

6/  4/78 

34.80 

7^/8 

223/8 

91 

21 

19 

7,010 

Loews 

1 

11/29/80' 

35.00 

271/2 

543/4 

14 

51 

62 

6,478 

McCrory  new  wt. 

1 

3/15/81* 

20.00 

10% 

281/4 

9 

20 

38 

2,937 

National  General  new  wt. 

1 

9/30/78 

40.00 

73/4 

295/8 

61 

39 

51 

9,331 

Northern  Natural  Gas-Mobil* 

1 

8/  1/75 

47.50 

171/8 

54'/8 

18 

14 

22 

800 

Northwest  Industries 

1 

3/31/79 

25.00 

22 

331/4 

41 

34 

43 

1,513 

Ryder  Systems 

1 

8/  5/75 

25.00 

503/4 

76 

0 

30 

48 

350 

Tenneco  A 

1 

11/  1/75 

24.25 

7 

245/8 

27 

11 

19 

5,993 

Textron 

1 

5/  1/84* 

8.75 

255/8 

34^8 

-1 

37 

49 

355 

Trans  World  Airlines 

1 

12/  1/73 

22.00 

303/4 

483/8 

9 

39 

46 

2,095 

United  Brands  1979 

1 

2/  1/79 

46.00 

35/8 

13 

282 

37 

38 

10,043 

United  National 

1 

12/31/76* 

12.00 

11/4 

51/4 

152 

24 

25 

582 

U.S.  Leasing  Real  Estate  Inv. 

1 

12/31/80 

25.00 

4'/8 

22 '/g 

31 

12 

18 

1,348 

U.S.  Smelting,  Refining  &  Mining 

1 

1/15/79 

66.00 

63/4 

271/8 

168 

41 

64 

1,178 

Uris  Buildings 

2.122 

5/  1/75 

12.50 

22 

161/8 

1 

16 

31 

671 

Whittaker 

1 

3/21/79 

50.00 

43/4 

121/8 

352 

59 

46 

1,841 

Williams  Go's  A 

1 

1/  1/76 

20.00 

303/4 

481/2 

5 

45 

64 

1,694 

Wilson 

1 

9/15/78* 

16.63 

33/8 

11% 

68 

9 

29 

2,000 

Wilson  Sporting  Goods 

1 

10/15/78* 

20.25 

41/2 

I6I/4 

52 

5 

13 

875 

Source:  Volue  Line  Convertible  Survey; 

Forbes.        •  T 
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alion  dote. 

t  Colloble  at  $5.35  when  common  is  at  least  $28;  company  may  reduce        | 

exercise  price.         General  Note:   Gives 
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Louisiana  Lond  &  Exploration 

tocli.         'Atlantic    Richfie 

d    stock.         ^General    Development    stock. 

"Mobil    Oil 
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Light  in  Dar/(  Corners? 

What's  really  in  that  package?  We  mean  that  pension 
package.  The  actuaries  don't  tell.  Maybe  they  should. 


The  typical  actuary  is  a  man 
past  middle  age,  spare,  wrin- 
kled, intelligent,  passive,  non- 
committal, with  eyes  like  cod- 
fish. .  .  .  Happily  they  never  re- 
produce and  all  of  them  finally 
go  to  hell. 
—(Saturday  Evening  Post,  1940) 

To  hell?  Well,  you  can't  blame  peo- 
ple for  sometimes  wishing  actuaries 
ill.  These  are  the  guys  who  tally  the 
number  of  \ears  \ou  ma\  ha\e  left 
when  \ou  prefer  to  count  how  many 
you'\e  been  around.  Ghoulish! 

A  few  actuaries  are  famous.  Gilbert 
W.  Fitzhugh  rose  to  the  ciiairmanship 
of  mighty  Metropolitan  Life.  Oswald 
Jacoby  is  a  bridge  champion. 

But  most  actuaries  are  anonymous. 
The  whole  U.S.  contains  only  4,000 
qualified  actuaries,  though  there  aie 
many  more  people  doing  actuarial 
work,  that  is,  estimating  the  proba- 
bility of  future  occurrences. 

The  an()n\mit\  may  soon  be  gone. 
For  generations,  actuaries  stuck  to  the 
back  rooms  of  insurance  companies 
where  only  the  state  regulatory  agen- 
cies really  cared— or  understood-what 
they  were  doing.  But  today  many  of 


their  decisions,  particularly  in  the  area 
of  pensions,  are  having  a  direct  im- 
pact on  companies,  employees  and 
stockholders. 

Take  the  case  of  U.S.  Steel.  Last 
summer  it  made  a  change  in  the  ac- 
tuarial assumptions  for  its  ■$2.1-bil- 
lion  pension  plan.  The  result  was  to 
reduce  its  pretax  payments  by  a  hefty 
$30  million.  With  the  change,  U.S. 
Steel's  pretax  earnings  for  the  first 
nine  months  were  S267.7  million. 
Without  it,  pretax  earnings  would 
have  been  only  S237.7  million. 

If  an  in\estor  wanted  to  know  any 
more  than  that,  well,  he  could  ask  the 
actuary.  But  who  was  the  actuary? 
What  costs  had  changed?  By  how 
much?  "Such  costs  are  determined  by 
an  independent  actuary  based  upon 
\arious  actuarial  factors,"  was  all  the 
U.S.  Steel  announcement  said. 

While  the  U.S.  Steel  case  is  un- 
usualK'  large,  million-dollar  changes 
aren't  uncommon.  In  1969  Chrysler 
cut  its  pension  funding,  increasing  its 
earnings  per  share  from  about  $1.76 
to  $1.87.  In  1970  actuarial  adjust- 
ments increased  Westinghouse's  earn- 
ings from  $2.99  to  $3.06  a  share  and 
International  Harvester's  pretax  earn- 


Actuaries' 

Delight 

How  much  need  a  company  sfash  away  to  pay  its  employees  pensions 
equal  to  50  %  of  fheir  final  salaries?  It  depends  on  what  the  actuaries  say. 
Take  a  company  (below)  setting  up  a  new  pension  plan  for  10,000  em- 
ployees who  average  40  years  of  age,  fen  years  of  service  and  $10,000- 
a-year  salaries  ($1  00-million  payroll).  The  "maximum"  amount  H  would 
set  aside  yearly  under  "conservative"  assumptions  might  be  reduced  in 
several  ways,  depending  on  different  actuarial  assumptions  about  the 
future.  At  the  bottom  is  the  "minimum"  it  might  pay  under  "liberal"  as- 

sumptions. In  practice,  most  plans  wol 

lid  fall  somew 

here  in  between. 

HIGH  COST  "Maximum" 

$19.6  million 

Shorter  Life  Span.  Employees 
collect  payments  for  fewer  years. 

Deduct  $0.6  million 

Higher  Turnover.  Fewer  employees 
remaining  until  retirement. 

"        7.3  million 

Smaller  and  fewer  salary  increases, 
therefore  lower  retirement  benefits. 

"       4.5  million 

Higher  yield  on  investments— 
5%  instead  of  4%. 

1.8  million 

Past  service  cost  fully  funded  over 
40  years  instead  of  13. 

1.6  million 

LOW  COST  "Minimum" 

$3.7  million 

Source;  Forbes;  Martin  E.  Segal  Co. 

Actuaries:  Into  the  Spotlight 

ings  by  $9.2  million.  In  annual  reports 
off  the  press  this  year.  International 
Minerals  &  Chemicals,  USM  Corp. 
and  Firestone  all  made  changes  in 
actuarial  assumptions. 

\\'hat's  wrong  with  these  changes? 
Piobably  nothing.  But  the  problem 
is  that  no  outsider  can  be  certain.  The 
fact  is  that  the  independent  actuary, 
whose  name  is  so  often  invoked  by  a 
company  which  is  changing  its  fund- 
ing, isn't  necessarily  independent  at 
all.  He  is  usually  hired  by  the  pen- 
sion plan  sponsor.  He  has  no  legal 
responsibility  to  make  sure  that  the 
plan  is  properly  funded.  All  he  is  re- 
quired to  do,  if  he  disagrees,  is  to  tell 
the  sponsor  (usually  a  company  or 
a  union)  that  he  doesn't  like  it.  He 
doesn't  ha\  e  to  fight  it.  Or  to  blow  the 
whistle  to  the  public. 

"Actuaries  are  in  a  spot  as  far  as 
professionalism  is  concerned,"  says 
Prescott  Bassett,  vice  president  and 
chief  actuary  of  Philadelphia-head- 
quartered Towers,  Perrin,  Forster  & 
Crosby,  one  of  the  largest  actuarial 
consulting  firms.  "The  accountants 
set  themselves  up  as  being  indepen- 
dent of  management.  The  legal  pro- 
fession goes  the  other  way— if  you  are 
a  crook,  they  will  defend  you,"  says 
Bassett.  "But  right  now  the  actuarial 
profession  is  betwixt  and  between." 

The  chances  are  quite  good  that  the 
vast  majority  of  pension  funds  are 
being  more  than  adequately  funded. 
"Actuaries  feel  a  \ery  strong  obliga- 
tion to  err  in  the  safe  direction,"  says 
Dr.  Howard  \\'inkle\oss,  an  assistant 
professor  at  the  Wiiarton  Scliool. 
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In  Oklahoma 

you  have  the 

full  choice-air, 

land,  or  water. 


Oklahoma's  new  waterway  to  the 
Gulf  of  Mexico,  now  gives  industry 
a  complete  selection  of  shipping 
choices  into,  and  out  of  a  location 
that's  almost  equal  distance  from 
coast  to  coast  and  border  to  bor- 
der. For  full  information  on  Okla- 
homa's potential  for  helping  you 
make  a  greater  profit  write:  Arthur 
Lindberg,  Director,  Industrial  Divi- 
sion, 500  Will  Rogers  Memorial 
BIdg.,  Suite  303,  Oklahoma  City, 
Oklahoma,     73105,     405-521- 


2401. 


Sec  Ol^al)(Hi)a  ''Fli^ 

OiyAHOMA! 


Yet  the  stakes  riding  on  actuarial 
decisions  can  be  enormous.  The  total 
assests  of  private  pension  funds  are 
now  about  $147  billion,  up  $10  bil- 
lion from  1970.  In  1971  GM  laid  out 
$543  million  in  pension  fund  pay- 
ments, AT&T  $780  million. 

Tlie  danger  isn't  simply  the  un- 
pleasant prospect  of  a  fund  not  hav- 
ing enough  money  to  pay  its  benefits. 
From  tlie  point  of  view  of  share- 
holders, off-base  actuarial  costs  can 
inflate— or  reduce— a  company's  re- 
ported profits  by  dramatic  amounts. 
From  the  point  of  view  of  employees, 
too  high  funding  means  that  they 
are,  in  effect,  subsidizing  another 
generation,  while  too  low  funding 
means  that  others  will  eventually 
have  to  make  up  the  difference. 

What  worries  many  actuaries  is 
that  the  Federal  Government  is  be- 
ginning to  show  an  increasing  interest 
in  how  they  make  their  funding  de- 
cisions. Virtually  no  one  questions  the 
actuaries'  computer  formulas.  But 
the  data  that  are  digested  by  the 
computers  is  another  matter  {see  ta- 
ble). Says  Winklevoss:  "The  models  I 
teach  in  class  are  worked  out  in  great 
detail  mathematically;  but  in  the  pen- 
sion area,  in  particular,  there  are  a 
tremendous  number  of  assumptions 
that  make  the  results  themselves 
somewhat  suspect." 

Opening  up  the  Books 

A  growing  number  of  actuaries 
think  that  more  public  disclosure  is 
essential.  One  is  Blackburn  H.  Hazle- 
hurst,  who  heads  Atlanta-based  Haz- 
lehurst  &  Associates,  Inc.:  "I  feel  that 
the  actuary  has  some  responsibility 
that  runs  beyond  being  an  advocate 
to  the  plan  sponsor,"  he  says.  If  an 
actuaiy  sees  that  the  amount  of  mon- 
ey that  must  be  contributed  to  a  fund 
will  probably  have  to  increase  be- 
cause of  inflation,  he  should  clearly 
disclose  it,  adds  Hazlehurst.  Other 
potentially  unpleasant  information 
that  should  be  disclosed,  he  contin- 
ues, is  whether  the  industiy  is  shrink- 
ing and  how  the  pension  funds  would 
be  divided  up  if  the  plan  sponsor 
went  out  of  business.  "It  should  be 
put  up  on  the  bulletin  board  for  the 
employees  to  see,"  he  says. 

Later  this  month  the  Society  of 
Actuaries  will  meet  in  New  Orleans, 
and  Hazlehurst's  proposal  will  be 
one  of  those  debated.  A  decade  ago, 
most  actuaries  would  have  regarded 
it  as  a  rude  challenge  to  their  pro- 
fessional anonymity.  But  even  this 
tight  little  profession  is  coming  to  un- 
derstand that  the  pension  and  the  in- 
vesting publics  have  as  much  right  to 
know  the  contents  of  a  financial 
package  as  a  consumer  does  to  know 
what's  in  a  can  of  soup.   ■ 


ACASSEm 


Dubbings  will  duplicate 
your  master  or  tape 
your  script  and  make 
sure  nobody  forgets. 

Now  you  can  guarantee  that  your 
sales  presentations,  training  pro- 
grams, management  reports  or  other 
activities  will  work  exactly  as  you've 
planned.  No  matter  who  presents 
them. 

A  cassette  makes  a  presentation 
more  effective  for  everyone.  Noth- 
ing is  left  unsaid.  And  nothing  goes 
unheard.  Even  the  simplest  presen- 
tation becomes  more  meaningful. 

Dubbings  duplication  service  will 
process  as  few  as  100  copies.  And 
we'll  do  it  economically  in  only  10 
working  days.  With  true  fidelity  to 
the  original.  We've  done  it  for  some 
of  the  largest  companies  in  the  coun- 
try. Some  of  the  smallest,  too.  In 
fact,  we're  the  largest  source  of  non- 
music  duplication  in  the  world. 

For  complete  details  on  how  to 
make  your  message  unforgettable, 
contact:  Michael  Thaler,  Dubbings 
Electronics,  1305  South  Strong  Ave- 
nue, Copiague,  New  York  11726, 
(516)  226-6000. 

h)dubbiimgs 

L^^y  ELECTROIUICS 

A  DIVISION  OF 

NORTH  AMERICAN  I'HILIPS 

CORPORATION 


HOW  MANY 

MILLIONAIRES 

ARE  THERE  IN  THE 
UNITED  STATES? 

.  .  .  and  how  many  NEW  mil- 
lionaires join  the  ranks  every 
year?  How  did  they  acquire 
their  wealth?  The  number  and 
the  reasons  may  astonish  youl  Tliis  amaring  story 
is  revealed  in  a  valuable  new  booklet. 
■■NEW  ROADS  TO  WEALTH  AND  OPPORTUNITY." 
Even  more  exciting  are  the  factual  details  about 
a  specific  business  opportunity  that  is  nothing 
short  of  a  gold  mine.  Why?  Because,  as  an  asso- 
ciate of  the  organization  providing  the  oppor- 
tunity, you  help  others  to  succeed. 
For  your  free  copy  of  "New  Roails  to  Wealth  and 
Opportunity,"   pnone,  wire,  or  write  immediate- 

'y  *°    MASTER  INDUSTRIES  Dept.  FORK 
P.O.  Box  1637         Englewoad,  Colo.  80110 
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Once  all  he  had  to  do  was  cross  deserts, 
ford  rivers,  and  fight  Indians  and  outlaws. 


An  exuberant  child  playing  cops- 
and-robbers.  An  aggressive  dog. 
These  are  hazards,  among  others, 
that  the  postman  has  had  to  protect 
himself  against  almost  since  the 
days  of  the  pony  express. 

Volume  up  46%  by  '80 

But  the  pony  express  rider's 
problems  were  relatively  small 
compared  to  the  U.S.  Postal 
Service's  herculean  task  today  of 
delivering  more  than  82  billion 
pieces  of  mail  a  year.  By  1980  the 
volume  is  estimated  at  a  staggering 
120  billion  pieces,  an  increase  of 
over  46%. 

Accidents  down  35% 

In  1968,  anticipating  the  need  for 
more  stringent  safety  standards 
for  handling  the  mail,  particularly 
internally,  the  U.S.  Postal  Service 
called  on  our  Federal  Electric 
Corporation  (FEC)  to  design  and 


conduct  a  new  safety  training 
program. 

Fifteen  months  later  it  was  exten- 
sively tested  in  126  U.S.  cities. 

Over  34,000  postal  supervisors 
completed  the  program.  And 
due  to  their  subsequent  efforts  in 
applying  what  they'd  learned, 
postal  accidents  dropped  35%  in 
the  first  12  months. 

Hazards  in  hospitals 

Some  months  ago,  FEC  launched 
a  new  safety  training  program 
for  hospitals,  where  accidents  add 
up  to  an  estimated  $300  million 
annually. 

The  program  was  designed  spe- 
cifically for  hospitals  after  EEC's 
training  specialists  had  made  first- 
hand, in-depth  analyses  of  hospital 
work  and  accident  records. 

Typical  of  the  topics  covered  are 
fire  prevention,  uncommon  causes 
of  accidents,  and  the  handling  of 


such  emergencies  as  civil  disorders. 

1,900  programs  a  year 

Training  programs  are  nothing 
new  to  us. 

Each  year,  our  company  conducts 
about  1,900  different  programs, 
for  both  customers  and  employees. 

These  may  range  from  courses 
in  advanced  electronics  for  technicians 
manning  the  DEW  (Distant  Early 
Warning)  Line,  stretching  from  Alaska 
to  Greenland,  to  secretarial 
sciences  and  procedures  for  minority 
employees,  who  are  first  hired 
and  then  trained. 

International  Telephone  and 
Telegraph  Corporation,  320  Park 
Avenue,  New  York,  N.Y.  10022. 
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SERVING  PEOPLE  AND  NATIONS  EVERYWHERE 


Here's  our 
latest  growth  chart. 


Fruehauf  has  always  meant 
trailers.  The  best  designed,  best 
built  trailers  you  can  buy. 

That's  what  put  us  on  the  map. 

We,  in  turn,  have  been  putting 
a  lot  more  Fruehauf  on  the  map. 
Not  just  new  and  better  trailers.  But 
new  and  better  methods  of 
transportation. 

Containers,  for  instance.  All 
kinds  of  containers  for  all  kinds  of 
products.  So  that  all  kinds  of 
businesses  can  save  all  kinds  of 
time  and  all  kinds  of  money  with 
containerized  shipping 


We  also  make  the  eguipment 
for  carrying  these  containers. 

We  also  make  the  equipment 
for  transferring  containers  from 
trailers  to  ships  and  planes. 

We  also  make  railroad  cars, 
special  purpose  boats  and  barges. 
And  equipment  that  keeps  our 
Armed  Forces  rolling. 

In  other  words,  what  we  did  for 
motorized  transport,  we're  now  do- 
ing for  the  entire  transjDortation 
industry.  Keeping  things  running 
smoothly.  Keeping  costs  down. 
And  )ust  generally  saving  a  lot  of 


people  a  lot  of  time,  trouble, 
and  money. 

That's  what  we  mean  by  Total 
Transportation. 

As  you'll  see  when  you  see 
our  Annual  Report.  Just 
write  Fruehauf  Corpora- 
tion, Dept.  F-32,  10900 
Harper  Avenue,  Detroit, 
Michigan  48232. 

Bnirfiaiii 


Our     Ma  r  y- 
land  Shipbuilding 
&  Drydock  Com- 
pany helps  keep  ship- 
ping costs  in  shape  by 
keeping   ships   in   shape. 


Our  Jacksonville 
Shipyards  help  keep  all 
kinds  of  ships  shipshape. 

This  IS  also  where  we 

build  tugs,  barges, 
dredges  and  other 
hard-working 

vessels. 


Clockwork— Plus  Cartel 

That's  Swissair,  a  medium-sized  international  airline 
that  flys  financial  rings  around  its  bigger  competitors. 


It  seems  almost  too  good  to  be  true: 
an  international  airline  that  turns  a 
profit  year  after  year.  Yet  that's  just 
what  Swissair  has  done  since  1947, 
with  the  precision  and  reliability  of  a 
fine  Swiss  watch.  In  1971,  for  exam- 
ple, while  Pan  Am  was  racking  up  a 
$45.5-million  systemvvide  net  loss,  and 
Air  France  and  KLM  each  lost  at 
least  several  million,  Swissair  showed 
an  estimated  profit  of  $8  million. 

How  do  they  do  it?  Not,  as  one 
might  expect,  with  government  sub- 
sidies. Swissair  is  a  publicly  owned 
company;  76%  of  the  stock  is  in  the 
hands  of  private  shareholders,  with 
the  remainder  controlled  by  Swiss 
cities,  cantons  and  the  federal  govern- 
ment. Says  Swissair's  Amiin  O.  Baltens- 
weiler,  the  boyish-looking,  51 -year-old 
onetime  air  force  captain  who  recent- 
ly moved  up  from  executive  vice  pres- 
ident to  president,  "As  long  as  an  air- 
line can  solve  its  problems  without 
subsidy,  it's  a  much  more  viable,  dy- 
namic company." 

Of  coinse,  but  how  does  Swissair 
do  it?  Hard  work,  caution,  care  and 
thrift  help.  For  example,  when  the 
airline  expected  the  Swiss  franc  to 
be  revalued  last  spring,  says  Baitcns- 
weiler,  "We  really  went  into  a  cost- 
saving  program."  ("You  practicalK 
have  to  justify  every  paper  clip,"  com- 
ments one  employee.)  "Operation  Ten 
Percent"  reduced  personnel  through 
attrition;  purchase  of  a  second  sim- 
ulator for  the  DC-9  was  postponed, 
together  with  building  plans.  All  in 
all,  projected  spending  was  cut  by 
.ibout  one-third. 

For  another  example  of  Swi.ss  pru- 
dence, lake  the  747.  Swissair  didn't 
order  the  plane  until  it  had  been 
improved  to  a  point  where  Haltens- 
weiler  finally  decided  payload  and 
range  had  reached  satisfactory  levels 
in   1967;  and  then,  avoiding  the  mis- 


take other  airlines  made  of  buying 
overcapacity,  it  ordered  only  two. 
Baltensweiler,  a  24-year  veteran  at 
Swissair  and  a  former  aeronautical 
engineer,  is  being  equally  cautious 
about  the  Concorde.  "We  are  study- 
ing it  very  carefully,"  he  says.  "But 
we  don't  want  to  rush  into  things." 

Against  the  Grain 

Even  in  1968,  when  passenger  traf- 
fic dropped  because  of  the  crisis  in 
Czechoslovakia,  and  President  John- 
son's appeals  to  Americans  to  spend 
their  dollars  at  home  put  a  damper 
on  European  travel,  Swissair  managed 
to  increase  profits.  During  the  same 
period,  Swissair's  cargo  traffic  rose 
49%  with  the  introduction  of  the  first 
computerized  cargo  processing  sys- 
tem of  any  North  Atlantic  carrier.  This 
system,  plus  increased  cargo  capacity 
from  a  newly  acquired  stretched 
DC-8,  caused  the  break-even  point  to 
drop  by  two  percentage  points. 

But  there's  more  than  Swiss  clock- 
work precision  and  thrift  involved. 
With  only  38  passenger  aircraft, 
Swissair  has  a  global  coverage  com- 
parable to  carriers  with  fleets  three 
and  four  times  its  size.  They  were 
among  the  first  to  establish  .service  to 
Africa,  where  they  now  fly  to  17  cit- 
ies. "One  of  the  nice  things  about  this 
geographic  diversification,"  Baltens- 
weiler comments,  "is  that  you  can  al- 
ways somehow  compensate  for  poor 
revenue  records  in  one  area." 

Another  nice  thing  about  diversifi- 
cation is  this:  Swissair  can  pretty 
mucl)  pick  and  choose  its  routes.  As  a 
tiaffic  hub  of  Europe,  the  country  is 
a  desirable  landing  spot  for  other  na- 
tional airlines;  which  gives  Swissair 
bargaining  power  if  it  wants  to  fly 
to  their  countries.  And  then  there  is 
the  extremely  tolerant  European  at- 
titude   toward    cartels:    Swissair    and 


its  competitors  can  fit  their  flights  to 
the  traffic  without  much  worry  about 
governments  bucking  them. 

When  U.S.  carriers  have  tried  such 
cutbacks,  the  Civil  Aeronautics  Board 
has  traditionally  scolded  them  for  act- 
ing like  trusts.  In  recent  years,  how- 
ever, the  industrywide  passenger  load 
factor  dropped  to  about  30%  on  traf- 
fic between  four  major  markets.  Con- 
fronted with  these  figures,  last  August 
the  CAB  finally  granted  TWA,  United 
and  American  a  three-way  frequency 
reduction  on  those  routes.  This  prec- 
edent-breaking agreement,  which  has 
been  in  effect  since  October  1971,  has 
boosted  the  load  factor  for  the  three 
participating  airlines  b\'  approximate- 
ly 20%. 

Baltensweiler  refrains  from  criticiz- 
ing airline  management  in  this  coun- 
try, but  he  does  aim  a  few  cautious 
darts  at  U.S.  government  controls 
that  can  lock  carriers  into  a  money- 
losing  position.  "Maybe  due  to  polit- 
ical considerations,  the  Covernment 
opened  up  routes  to  too  many  airlines 
at  once,  he  says.  "Also,  for  a  long, 
long  time  the  CAB  tried  not  to  give 
the  airlines  a  rate  increase.  The  Co\- 
ernment  doesn't  like  to  adjust  rates  so 
that  voters  pa\  more  foi  what  the\ 
buy.  Indirectly,  there's  a  political  ele- 
ment in  this,  too." 

In  Europe,  where  Swissair  earns 
the  largest  proportion  of  its  revenues, 
airlines  are  given  exclusive,  bilateral 
rights  between  cities  in  their  respec- 
tive countries.  Moreover,  cooperating 
European  airlines  pool  revenues,  thus 
insuring  that  any  wealth  is  shared. 

American  carriers  view  these  ar- 
rangements with  mixed  envy  and  dis- 
approval. "You  can't  call  that  free  en- 
terprise," says  a  TWA  spokesman.  "It 
sounds  more  like  a  cartel. "  Which,  of 
course,  it  is,  but  which  is  Ix-tter:  lim- 
ited cartels  or  bankruptcy?  ■ 
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Many 
things     i  i 

we  finance  U  jj 
aren't  K% 

even       I   [ 

electric.      / 

(LIKE  TRUCKS) 


Hauling  your  goods  to  market  isn't  as  easy 
as  it  sounds.  For  one  thing,  you  need 
enough  trucks.  And  that's  where  General 
Electric  Credit  can  help  you. 
Not  only  do  we  finance  trucks  at  GECC. 
We  lease  them,  too.  Anything  from  a 
single  truck  to  a  whole  fleet. 
And  we  finance  a  lot  of  other  things  at 
General  Electric  Credit,  too!  For 
consumers,  we  finance  mobile  homes, 
pianos,  pleasure  boats,  and  furniture. 
For  commerce  and  industry,  we  finance 
jet  aircraft,  real  estate,  and  computers. 
And  income-producing  equipment  and 


machinery  of  a  wide  variety  of 

descriptions.  Even  entire  plants! 

So  no  matter  what  you  need  for  corporate 

growth,  we  can  probably  finance  it  — 

or  lease  it  to  you  —  on  very  attractive 

terms.  Or  we  can  provide  accounts 

receivable  or  inventory  financing  to 

free-up  your  own  growth  capital. 

All  our  plans  are  flexible!  We'll  tailor 

them  to  your  exact  needs. 

So  talk  to  us  soon! 

Remember:  at  General  Electric  Credit, 

we  finance  and  lease  some  of  the  most 

un-eiectric  things  imaginable. 


General 
Electric 
Credit 

CORPORATION 


Administrative  Offices: 

Stamford,  Connecticut  06902  •  (203)  327-7700 

Equipment  and  Fleet  Leasing 

Commercial  and  Industrial  Time  Sales  Plans 

Computer  Financing  and  Leasing 

Capital  Loans  and  Real  Estate 

Accounts  Receivable  and  Inventory  Financing 

Consumer  Credit 

fvlobile  Homes  •  Home  H^odernization  •  Boats 


MMki 
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Cadillac.  Wherever  men  seek  to  excel. 


The  more  a  person  strives  for  excellence  in  his  life,  the 
more  likely  he  is  drawn  inevitably  to  Cadillac.  For  this  is 
the  car  that  stands  for  excellence  itself.  With  styling  that  is 
both  classical  and  contemporary.  With  ever  greater  meas- 
ures of  comfort  and  convenience.  Yet,  Cadillac's  reputation 
in  these  regards  tends  to  overshadow  other,  equally  sig- 


nificant factors.  Excellence  of  engineering.  Infinite  care 
manufacturing.  The  things  that  add  up  to  driving  peace 
mind.  It's  also  easy  to  forget  that  Cadillac  is  an  excelle 
value— that  Cadillac  resale  value  is  traditionally  highest 
any  car  built  in  the  land.  So  why  admire  it  from  afar?  / 
authorized  Cadillac  dealer  is  just  a  few  iron  shots  aw; 


.,;^fe 


Achievement  is  in  the  air.  Cadillac  and  others  are  making 
real  progress  in  elfortd  to  remove  the  automobile  from  the 
air  pollution  problem.  You,  too,  can  make  a  contribution  by 
using  no-lead  or  l.v.v-iead  fuels,  Genina  a  regular  tune-up. 
Having  emission  ccn'roi  rvntems  on  yoy  car  checked 
regularly.  Thank  vo,;  C.  o'.'lac  Motoi  Car  Division 


See  Masters  golf  with  Cadillac. 

CBSTV  April  8 


About  Face 


Unionamerica  led  big  banks  into  the  one-ban/(  ho/ding  company 
business  in  1967.  In  1972  it  will  lead  the  way  out— alone. 


It  seemed  like  a  giant  step  back- 
ward for  Unionamerica.  Back  in  1967 
Union  Bank  was  the  first  big  bank  to 
form  a  one-bank  holding  company. 
But  Unionamerica  moved  faster  and 
farther  than  most  banks,  buying  a 
mortgage  banking  firm,  insurance 
companies  and  an  appraisal  company. 
Such  banking  giants  as  Chase  Man- 
hattan and  First  National  City  soon 
followed  the  lead.  Since  1966  Union- 
america's  earnings  have  climbed  at 
21?  a  year,  and  nonbank  earnings  are 
15?  of  1971*s  net.  Clever,  what? 

Then,  last  July,  Chairman  Harry  W. 
Volk  announced  that  Unionamerica 
would  scrap  its  successful  structure. 
In  1970  Congress  passed  a  tough  law 
that  severely  restricts  one-bank  hold- 
ing companies  in  their  diversifications. 
For  Unionamerica,  a  bank  that 
wanted  to  be  a  conglomerate,  non- 
bank  growth  seemed  over.  End  of 
story  ?  Not  at  all. 

To  meet  the  law,  Unionamerica  will 
split  into  two  separate  companies: 
Unionamerica,  which  will  retain  the 
nonbank   companies,    and   a   separate 


More  often  than  not  it's  bad  for 
morale  and,  therefore,  profits, 
when  a  company  chief  brings  in 
his  son  as  No.  Two  man.  But  Union- 
america seems  to  be  the  excep- 
tion. Chairman  Harry  J.  Volk,  66, 
has  run  the  $3.5-billion  bank  hold- 
ing company  since  1957.  His  son 
Robert,  39,  became  president  in 
early  1969.  Since  that  time  the 
company's  profits  have  risen  54%. 

At  the  outset,  both  Harry  and 
Bob  fought  the  idea,  when  it  was 
raised  by  the  Unionamerica  board, 
of  Bob  joining  the  bank.  But  the 
board  persisted.  "I  told  them,"  says 
Harry,  "that  if  they  wanted  to 
make  a  deal  with  Bob,  go  call 
him  yourselves." 

What  spurred  the  board  to  do 
so  was  the  way  Bob  made  it  first 
on  his  own.  After  graduating  from 
Stanford  Law  School  in  1958, 
young  Volk  practiced  with  Rich- 
ard M.  Nixon's  California  law  firm 
of  Adams,  Duque  &  Hazeltine.  In 
1967  Governor  Ronald  Reagan 
tapped  him  as  state  corporations 
commissioner;  in  two  years  he  com- 
pletely rewrote  the  state  corpora- 
tions code.  After  the  1968  elec- 
tions he  was  offered,  and  declined, 
the  chairmanship  of  the  Securities 


one-bank  holding  company  that  will 
own  just  the  bank.  By  declaring  its 
intent  to  split,  Unionamerica  can  con- 
tinue nonbank  expansion;  it  has  until 
1981  to  divide.  But  if  pending  tax- 
relief  legislation  passes  as  expected  in 
the  next  few  months,  Unionamerica 
will  probably  move  in  1972. 

Technically,  Unionamerica  will  spin 
off  the  Union  Bank,  with  each  share- 
holder getting  an  equal  number  of 
shares  of  the  new  bank  company, 
worth  perhaps  $30  each.  That  is,  two 
pieces  of  paper  for  the  same  assets. 
But  Unionamerica  undivided  has  been 
selling  around  $32  for  months.  And, 
says  a  recent  Goldman  Sachs  report, 
the  diversified  activities  as  a  separate 
operation  should  sell  around  $10  a 
share,  or  $42  for  the  package.  Union- 
america stock  jumped  to  $34  after 
the  report  came  out. 

The  trick  is  that  the  nonbank  sub- 
sidiaries are  now  lumped  in  with  the 
bank,  which  commands  a  price/ earn- 
ings multiple  of  only  13.  But  the 
Swett  &  Crawford  subsidiary  is  a  prof- 
itable   little     ($70-million-assets)    in- 


/n  the  Family 


surance  company.  After  a  split,  its 
$1.4-million  earnings  might  receive  a 
multiple  of  24,  as  do  comparable 
companies.  Western  Mortgage  Corp., 
whose  $1.8-billion  loan  portfolio 
makes  it  the  second-largest  mortgage 
banker,  might  rate  a  similar  P/E  ratio 
for  its  $1.4-million  net. 

Not  that  Unionamerica  executives 
are  actually  jubilant.  Unionamerica 
President  Robert  H.  Volk,  Harry's 
39-year-old  son,  fought  the  1970  law 
tooth  and  nail.  Most  bankers  didn't: 
For  them,  the  law  opened  up  new 
vistas.  But  Unionamerica,  with  its 
mortgage  banking,  insurance,  apprais- 
al and  fledgling  computer  and  finan- 
cial service  companies,  is  the  most  di- 
versified of  the  large  bank-dominated 
holding  firms.  Nonbank  operations 
contributed  $2.8  million  of  its  $20- 
million  net  ($2.33  a  share)  last  year. 
Most  banks  that  diversified  as  hold- 
ing companies  have  pretty  well  toed 
the  banking  line.  Unionamerica  is  the 
only  major  bank  to  opt  for  divestiture 
under  the  law,  though  many  con- 
glomerates   with    little    banks    have. 


&  Exchange  Commission. 

"If  Bob  had  first  come  in  as  a 
trainee  at  24  or  so,  when  I  first 
took  over,  it  wouldn't  have 
worked,"  says  Harry  Volk.  Then  he 


adds  with  obvious  pride,  "I  have 
another  successful  son,  a  real  estate 
developer,  in  San  Francisco.  But 
he  won't  have  a  thing  to  do  with 
Unionamerica." 


Robert  Volk 


Harry  Volk 
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Earnings  per  share 
$3.18  in  1971 

«2.97in1970 


Highlights 

Annual  report  available  on  request. 


1971  1970 

(Thousands  of  Dollars) 

NET  INCOME $      91 ,624  $      84,994 

FINANCE 

Instalment  notes  receivable $1,828,783  $1,778,698 

Net  income  (excluding  equity  in  net  income 

(loss)  of  Rental  and  Leasing) 56,509  46,147 

MERCHANDISING 

Net  sales  and  revenues $1,330,292  $1,207,127 

Net  income 29,047  24,772 

MANUFACTURING 

Net  sales  and  revenues $    131,126  $    123,044 

Net  income 10,010  8,562 

RENTAL  AND  LEASING 

Revenues    $  128,702  $    104,616 

Net  income  (loss)   (4.259)  4,557 

Household's  equity  in  net  income  (loss)  ....  (3,942)  4,207 

PER  SHARE  DATA 

Primary  earnings $  3.18  $          2.97 

Fully  diluted  earnings 2.70  2.52 

Dividends  declared  on  common  stock 1.20  1.15 

AVERAGE  NUMBER  OF  COMMON 

SHARES  OUTSTANDING  22,776,086  21,950,325 


Percent 
Increase 


7.8% 

2.8% 
22.4 


10.2% 
17.3 


6.6% 
16.9 


23.0% 


7.1% 

7.1 

4.3 


3.8% 


HFC  is  the  nation's  largest  consumer  finance  com- 
pany specializing  in  persona!  cash  loans.  Through 
its  merchandising  and  manufacturing  subsidiaries, 
it  is  a  major  factor  in  retailing  and  in  the  manufac- 
ture of  outdoor-living,  leisure-time  products  and 
products  for  commercial  markets.  Through  Nation- 
al Car  Rental  System,  Inc.,  it  is  one  of  the  nation's 
largest  car  rental  and  leasing  companies.  It  em- 


ploys 53,000  people  and  services  the  needs  of 
the  public  through  1,600  branch  lending  offices, 
4,700  owned  and  franchised  retail  merchandising 
outlets  and  1,700  automobile  rental  stations,  lo- 
cated in  principal  cities  and  communities  in  50 
states  and  the  ten  Canadian  provinces.  Its  22  man- 
ufacturing plants  are  located  in  the  United  States, 
Canada,  the  United  Kingdom  and  Italy. 


HOUSEHOLD  FINANCE  CORPORATION 


Prudential  Plaza,  Chicago,  Illinois  60601 


"Ours  is  the  only  company,"  says 
young  Volk,  a  lawyer  and  former  Cali- 
fornia corporations  commissioner, 
"whose  management  all  came  from 
outside  the  bank." 

Perhaps  it  was  this  outsider's  ob- 
jectivity that  enabled  Harry  Volk,  in 
his  banking  strategy,  to  take  the  road 
less  traveled  by.  When  Harry  joined 
Union  Bank  in  1957,  he  was  an  in- 
surance man,  not  a  banker.  As  a  Pru- 
dential vice  president,  he  pioneered 
the  idea  of  regional  head  offices.  At 
Union,  he  applied  his  idea  to  banking. 
Rather  than  chase  little  retail  accounts 
with  myriad  branches,  he  set  up  a 
few  carefully  placed  large  offices  with 
authorit>'  to  make  big  loans.  The  con- 
cept worked.  Union  now  has  16  main 
offices  and  12  satellite  offices  in 
smaller  but  rich  areas.  Union's  return 
on  capital  of  1.5.6%  is  still  the  highest 
among  large  California  banks. 

Established  Pattern 

None  of  that  need  change  under 
the  new  setup.  "The  split  won't  affect 
us  much  at  all,"  says  bank  President 
George  A.  Thatcher.  "The  bank  is  so 
large  now  it's  moving  ahead  with  a 
force  of  its  own."  Indeed,  the  bank's 
earnings  jumped  15%  last  year  to  $17 
million,  though  they  probably  won't 
grow  as  much  in  1972.  Union,  which 
has  captured  7.2%  of  Southern  Cali- 
fornia's banking  dollars,  is  now  mov- 
ing into  Xorthern  California,  where  it 
holds  2%  of  deposits.  But  that's  the 
backyard  of  Bank  of  America  and 
Wells  Fargo,  so  it  will  be  a  long,  up- 
hill fight  for  business. 

Moreover,  the  bank  could  also  face 
some  loan  write-offs  this  year.  It  has  a 
penchant  for  profitable,  but  sometimes 
risky,  real  estate  construction  loans 
(at  year  end  some  $2.50  million  or 
15%  of  its  portfolio)— another  Harry 
Volk  idea.  And  California's  housing 
market  is  becoming  badly  overbuilt. 

And  what  of  the  \'olks?  There  may 
well  be  less  Volk  voice  in  future  man- 
agement decisions.  Harry,  at  66,  is  al- 
ready past  the  company's  "mandatory" 
retirement  age  of  65,  but  says  he  will 
gradually  phase  himself  out  of  running 
the  bank  (leading  one  bank  execu- 
tive to  remark  that  he  looks  forward 
to  "the  bank's  being  run  by  bankers"). 
And  it  certainly  remains  to  he  seen 
whether  ambitious  young  Robert 
Volk,  with  his  political  background 
{see  box,  p.  61),  will  be  satisfied  to 
run  a  company  only  20%  as  large  as 
Unionamerica  is  today.  He  says  he'll 
stay.  But  if  President  Nixon  is  reelect- 
ed, he  may  be  lured  to  Washington. 

How  the  entire  operation  will  grow 
without  the  Volks  is  hard  to  predict. 
But  for  tne  near  term,  Harry  Volk's- 
giant  step  backward  could  be  a  step 
up  for  Unionamerica  shareholders.  ■ 
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Questions  for  presidents 

considering 

a  computer  installation 


Here  are  several  important  questions  to  consider  in 
the  planning  of  a  major  data-processing  center. 

•  Will  the  choice  of  location  for  the  center  best  serve 
our  interest— immediately  as  well  as  in  the  future? 

•  Will  the  layout  produce  the  most  efficient  inter- 
department  work  flow? 

•  Will  the  plan  permit  maximum  internal  flexibility 
for  adding  and  rearranging  peripheral  equipment? 

•  Will  there  be  adequate  provisions  for  facility  expan- 
sion to  accommodate  additional  "hardware"  and  staff? 

•  Will  the  center  have  built-in  operational  reliability? 

•  Will  it  have  safety  features  to  protect  the  equipment 
as  well  as  our  service  commitments? 

•  Will  it  have  provisions  for  maintaining  information 
security? 

•  Will  the  working  environment  attract  and  hold  skilled 
personnel? 

•  Will  the  planning,  design,  and  construction  of  the 
facilities  be  handled  so  as  to  assure  on-schedule  and 
within  budget  completion? 

•  Do  we  have  the  internal  resources  to  assure  satis- 
factory answers  to  these  questions? 

An  Austin  facility  analysis  can  help  you  determine 
answers  to  these  questions.  It's  one  of  seven  Austin 
engineering-economic-consulting  services,  which  are  an 
important  initial  step  in  a  systems  approach  to  develop- 
ment of  optimum  solutions  to  plant  facility  problems. 

For  further  information,  please  write,  wire 

or  teletype:  The  Austin  Company, 

3650  Mayfield  Road,  Cleveland,  Ohio  44121. 


THE  AUSTIN 
COMPANY 

Designers  ■  Engineers  ■  Builders 
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THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  l^  to  V2 
higher. 

Over  5,000  styles  $100  to  $100,000 

Send  for  FREE  92-PAGE  CATALOG 
EMPIRE  DIAMOND  CORP.,  OEPT.  46 
Empire  State  BIdg.,  New  York,  N.Y.  10001 

NAME I 

ADDRESS     I 

ZIP    I 


We  have  shortened  our  company  name 
from  RANCO  Industrial  Products  Corp. 
to  RANDUSTRIAL  CORPORATION.  This 
change  is  In  keeping  with  the  modern 
up-to-date  image  created  by  our  prod- 
ucts. You  will  soon  be  seeing  it  on  our 
literature,  letterheads,  invoices  and  the 
like.  Our  name  has  been  condensed, 
but  our  service  and  product  lines  have 
been  expanded.  Request  your  FREE  COPY 
of  our  new  1972  48-page  Maintenance 
Product  Catalog,  just  off  the  press. 
"RANDUSTRIAL" -a  modern  name  for 
a  progressive  company. 


nandustr  ia  I  .^, 
Carporat:ion 


formerly  Ranco  Industrial  Products  Corp 

13306  Union  Avenue 

Cleveland,  Ohio  44120    (216)283-0300 


Philadelphia  Style 

John  Seabrook  is  the  latest  to  try  his  hand  at 
the  conglomerate  game,  but  Seabrook  is  playing  it 
in  his  own  peculiarly  Main  Line  Philadelphia  way. 


To  A  GAMBLING  MAN,  it's  the  acc  in 
the  hole.  To  an  investor,  it's  the  nest 
egg— the  part  of  his  capital  salted 
away  in  low-risk  securities.  To  John 
M.  Seabrook,  the  54-year-old  gentle- 
man farmer  out  of  Princeton  who  is 
now  chairman  of  International  Utilities, 
it's  lU's  Canadian  utilities. 

lU  is  a  conglomerate  with  assets  of 
$1.4  billion,  sales  of  over  $1.1  billion 
and  $50  million  in  earnings  last  year. 
Seabrook  prefers  to  call  it  a  "mixed 
company."  And  that  it  is.  Besides 
managing  U.S.  and  Canadian  utiHties, 
lU  now  makes  clay  pipe,  air-condi- 
tioners, valves,  pipe  fittings,  stationery, 
agricultural  and  petrochemical  pro- 
cessing equipment.  For  variety  it  also 
operates  a  fleet  of  57  ships,  the  na- 
tion's second-largest  truck  fleet  (after 
Consolidated  Freightways ) ,  sizable 
Hawaiian  sugar  plantations,  a  scrap 
steel  salvage  operation  and  a  silver 
mine.  And  it  distributes  milk. 

In  that  array  of  companies  are  some 
high-risk  investments.  For  example, 
over  a  third  of  lU's  earnings  comes 
from  ocean  shipping.  Gotaas-Larsen 
grew  spectacularly  in  the  shipping 
shortage  of  the  late  Sixties  by  charter- 
ing new  bulk  cargo  vessels  on  long- 
term  agreements.  But  shipbuilding  has 
soared;  68  vessels,  each  over  200,000 
deadweight  tons,  were  delivered  to 
the  world's  fleets  in  1971  alone.  lU 
has  been  insulated  by  long-term  con- 
tracts—but only  partly.  In  the  next 
three  years  Gotaas-Larsen  will  in- 
crease its  own  tonnage  by  almost  a 
third.  How  easy  will  it  be  to  fix  long- 
term  charters  with  so  many  new  ships 
coming  down  the  ways? 

The  real  estate  investments  look  in- 
triguing. lU  has  280,000  acres  of  sun- 
drenched Hawaiian  land  on  which  it 
has  launched  a  $300-million  develop- 
ment program.  Beautiful  to  look  at 
and  think  about.  And  while  you're 
thinking  about  it,  remember  how 
many  conglomerates  have  taken  a  bath 
in  real  estate. 

At  least  one  of  the  risks  has  al- 
ready produced  red  ink.  lU-controlled 
Walworth  Co.,  a  $64-million  producer 
of  valves  and  fluid  control  systems, 
has  lost  $8  million  in  the  last  four 
\('ars.  lU  recently  rai.sed  its  55%  in- 
terest in  Walworth  to  full  ownership, 
winch  bespeaks  a  certain  stubbornness 
on  the  part  of  Seabrook.  Shouldn't  a 
successful  conglomerator  also  know 
when  to  let  go? 

Ah,  but  don't  forget  the  utilities, 
replies  Seabrook. 


Seabrook  of  International  Utilities 

"The  point  many  people  have 
missed  about  mixed  companies  is  this: 
that  the  acceptable  spectrum  of  risk 
is  much  wider  in  any  of  the  com- 
ponents when  you  mix  it  with  others,  ' 
he  says.  "The  Canadian  utilities  gixc 
us  fantastic  downside  protection.  I'm 
not  expecting  a  world  depression,  but 
if  there  were  one,  it  would  be  ver\ 
nice  to  have  a  third  of  your  income 
in  the  utility  business.  People  drink 
water  and  use  heat  to  the  end." 

The  rationale  of  mixed  companies 
is  inherited  from  lU's  chief  architect, 
stockbroker  Howard  Butcher  III  of 
Philadelphia's  Butcher  &  Sherrerd. 
Butcher  is  best  remembered  for  his 
role  in  the  Penn  Central  fiasco,  but 
Penn  Central  was  not  his  proudest 
hour.  A  man  whose  eye  seldom  strays 
far  from  the  moving  tape.  Butcher 
bought  into  companies  whose  assets 
he  thought  were  underrated  by  the 
stock  market.  Some  of  his  invest- 
ments turned  out  extremely  well  for 
lU,  like  McCord  (auto  parts),  C. 
Brewer  (sugar  plantations)  and  a 
handful  of  telephone  companies  sold 
to  Continental  Telephone  for  a  $40- 
million  profit.  Result:  Between  1963 
and  1968,  lU's  sales  increased  twelve- 
fold, its  earnings  threefold. 

Butcher  resigned  as  chairman  of  lU 
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TTie  Silver  Martini. 

For  people  who  want  a  silver  lining 

without  the  cloud. 


Smirnoff  Silver 

Ninety  point  four  proof.  Smirnoff  leaves  you  hreath 


If  your  bank  carft  handle 

your  payroll  in  24  hours, 

chp  this  coupon. 

A  flat-out  promise:  Our  Payroll  Service  will  take  most  payroll -processing 
details  off  your  back.  And  do  it  faster,  for  less  money -regardless  of  whether 
you're  doing  it  yourself  or  having  another  bank  do  it  for  you.  The  Bank  of 
California  can  make  this  unqualified  promise  because  we  are  now  afliliated 
with  Automatic  Data  Processing-America's  largest,  most  experienced 
payroll  specialists. 


Check  these  ad\-antages: 

I  Simple.  Only  one  prc-priiited  input 

form  required  for  most  transactions. 

I  Convenient.  We  pick  up  and  deliver 

your  payroll. 

I  Analytical.  A  special  management 

summary  recaps  departmental  totals  for 

posting  and  labor  and  tax  analysis. 


I  Fast.  Your  finished  payroll  delivered 
to  you  in  24  hours. 

I  Complete.  Every  detail  taken  care  of. 
From  routine  deductions  to  payroll  tax 
reports  including  California  State  with- 
holding, to  preparing  W-2  forms  at  year's 
end. 


Bennett  Zink 

Commercial  Marketing  Dept. 

The  Bank  of  California 

P.O.  Box  45000,  San  Francisco  94145 

Please  give  me  more  information  on  your  Payroll  Service  Plan. 


Company 

Name 

Title- 

Phone 

Address 

State 

Zip 

No.  of  employees 

My  particolar  questions  are : 

FOP 


I— I    1-  J--       The  Bank  of  California 

HUtamSltlC  We  make  banking  easy. 

□ata  Processing,  Inc. 


"   1972  Thp  B»nk  ol  Califom.a,  N    A.  M.  mt 


NOW  YOU  CAN  SHARE 
HAWAII'S  BEAUTIFUL 
M  AK  AH  A  VALLEY 


OAHU 


One  o(  the  fastest-developing 
areas  on  Hawaii's  main  island 
ot  Oahu  is  the  leeward 
Makaha  Valley.  For  very  good 
reasons.  While  less  than  an 
hours  drive  from  vibrant 
downtown  Honolulu,  Makaha 
reflects  the  leisurely  life- 
style of  an  earlier  Hawaii 
More  than  anything  else,  it 
is  like  a  trip  to  a  secluded  Outer 
Island  without  the  inconven- 
ience, extra  time,  and  cost  of 
an  inter-island  flight.  The 
climate  is  soft,  air  conditionec: 
by  the  tradewinds.  Rimmtn 
by  the  open  Pacific  and  the 
palisades  of  the  Waianae  range 
this  valley  is  perhaps  the  most 
beautiful  in  all  of  Hawaii   A 
prominent  Honolulu  novelist 
has  called  Makaha  "the 
splendid  experience"  Nou 
it's  an  experience 
you  can  share 


Hawaii's  a  nice  place  to  visit 

but  It's  a  better  place  to  live 
Thousands  are  discovering 
this,  and  settling  in  the 
Islands  for  careers,  for  re- 
tirement or  both   The  result 
has  been  spectacular  growth 
with  opportunity  to  match. 


Campbell  Indust 


Pearl  Ridge  Shopping  Center 
Pearl  Citv  ««     University  of  Hawaii  J 
^^     HONOLULU^, 

NTERNATIONAL  AIRPORT 

WAIKIKI 


Makaha  Valley  Apartment 
Homes  are  designed  to 
provide  the  ideal  resort 
living  atmosphere,  whether 
It  is  a  second  home,  retire- 
ment home,  or  a  year- 
round  residence.  These 
luxurious  apartments  are 
priced  from  $27,000  to 
$36,900,  with  easy  terms 
and  excellent  financing. 


Nearby  Makaha  Inn  resort 
facilities  are  available  to  all 
Makaha  Valley  apartment 
owners  and  residents. 
They  include  Hawaii's  only 
'■b  hole  championship  golf 
I  ourse,  tennis  on  Astro- 
lurf  courts,  horseback 
riding  and  surfing,  sailing 
and  skin-diving  at  world- 
famous  Makaha  Beach. 


Exclusive  Sales  Agent:  I 
Walker  &  Lee  Real  Estate  I 

Makaha  Valley  .Apartment  Homes  i>  a  leasehold  development  by  Makalia  Valley,   | 

Inc  ,  a  company  formed  by  Capital  ln\estment  of  Hawaii,  Inc.  and    . 

Weyerhauser  Family  Associates     I 

William  L   Pereira  S.  Associates,  one  of  the  most  respected  land  planners   I 
in  the  world  (his  works  include  the  80.00(1  acre  Irvine  Ranch  in  Orange  j 
County),  developed  the  land  plan  and  architecture  at  Makaha     ^ 


Whether  as  a  home  or  a  vacation  retreat,  Makaha  Valky  Aparttmnt 
Homes  present  an  attractive  opportunity.  To  find  out  more  about 
Makaha  Valley,  the  Apartment  Homes  and  the  special  Makaha 
vacation  packages,  take  a  few  minutes  to  mail  the  coupon  below 
It  (  ouki  be  time  well  si>ent 

Walker  &  Lee  Real  Estate 
1477  S.  Manchester 
P.  O.  Box  3698 
Anaheim,  California  92803 

Please  send  me  the  following: 

□  Makaha  Valley  Apartment  Home  brochure 

□  Makaha  Inn  Deluxe  goiter  vacation  plan,  6  day  5  night,  $195.00 
plus  airfare  [)er  person  (double  occupancy). 

□  Makaha  Apartment  Home  vacation  plan.  6  dav'S  night.  $99.00 
plus  airfare  per  person  (double  occupanc  vi 

NAME 


ADDRESS 
CITY 


STATE ZIP 


EMN-SF-2 
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Let  them  be  heard... 

Before  they've  been  heard  of. 


What  would  you  have  given 
to  have  been  at  the  debut  of 
Heifetz,  Pablo  Casals,  or 
Marian  Anderson?  These 
brilliant  young  artists — 
winners  of  the  Young  Concert 
Artists  auditions — may  well 
be  the  Heifetzes,  Casals  and 
Andersons  of  tomorrow. 


Young  Concert  Artists 
presents  their  debuts  in  New 
York's  Town  Hall,  and  gets 
opportunities  for  them  to 
perform  around  the  world — 
so  they  can  be  heard  before 
they've  been  heard  of. 


To  quote  the  New  York  Times : 
"This  non-profit  organization 
has  a  remarkable  record  for 
the  spotting  of  genuine  talent. 
One  is  smugly  optimistic 
about  the  future  of  music  in 
the  hands  of  such  artists 
as  these!" 


ifr""  1  'TteiimT^terqtjMil^^^^^^Mlf  •  ^^H^^^^^^^'  V**^^^^^^H      Photo:  christian  steinei 

Foreground  (1.  to  r.):  Joy  Blackett,  nu'zzo-soprano,  Paul  Green,  clarinet.  Seated  (1.  to  r.) :  Ursula  Oppens,  pianist,  Hiroko  Yajima 
violinist,  Thomas  Simons,  pianist,  Fred  Sherry,  cellist.  Standing  (1.  to  r.) :  Rolf  Schulte,  violinist,  Arthur  Thompson,  baritone,  Eugenii 
Zukerman,  flutist,  Richard  Fitz,  percussionist  of  Speculum  Musicae,  Marcus  Thompson,  violist. 

Want  to  help.  Want  to  hear  their  music? 

For  more  infori.        ..    call  us  at  (212)  PLaza  9-2541,  or  write  to: 

Young  Concert  .         -•:  inc.,  a  non  profit  organization,  Susan  Wadsworth,  director 


75  East  55  Street, 


^'o^V,Ne-v  York  10022. 


'IF/ 8 


shortly  after  overseeing  lU's  acquisi- 
tion of  General  Watenvorks  in  1968. 
His  position,  he  said,  involved  a  con- 
flict of  interest  with  his  brokerage 
business,  and  there  had  been  the  em- 
barrassment about  his  role  on  the  Penn 
Central  board.  He  chose  as  his  suc- 
cessor John  Seabrook,  who  had  joined 
lU  in  1959  after  doing  a  neat  job  re- 
viving his  family's  frozen  food 
business,  Seabrook  Farms. 

Faithfully  following  in  Butcher's 
footsteps,  Seabrook  has  since  in- 
creased lU's  holdings  in  troubled  Wal- 
worth and  Hawaiian  sugar  producer 
C.  Brewer,  and  has  acquired  diverse 
companies  like  Delta  Southern,  a  $15- 
million  producer  of  machinery  for 
nuclear  power  plants,  and  Pacific  In- 
termountain  Express,  a  $164-million 
long-haul  western  trucker.  He  has  also 
sold  off  a  few  money-losers  such  as 
Divcon,  a  $6-million  maker  of  under- 
water diving  equipment;  and  he  sig- 
nificantly beefed  up  lU's  manage- 
ment staff.  Result;  Earnings,  restated 
to  include  PIE,  rose  from  S26.3  mil- 
lion in  1969  to  $36.4  million  in  1970, 
despite  a  severe  truck  strike.  And 
earnings  for  1971  jumped  another 
37?  to  $50.1  million. 

Profit  Vanished 

He  also  made  the  mistake  of  stay- 
ing too  long  with  some  of  Butcher's 
positions.  Among  other  things,  How- 
ard Butcher  had  made  lU  the  largest 
shareholder  in  Penn  Central.  As  every- 
one knows,  that  stock  performed  well 
for  a  while;  lU  at  one  point  had  a 
paper  profit  of  $32  miUion.  Then 
came  the  collapse  and  lU  got  burned 
right  along  with  thousands  of  small 
investors.  By  last  August,  when  lU 
got  rid  of  the  last  Penn  Central  share, 
the  company  had  sustained  an  after- 
tax loss  of  $6  million. 

But  then,  of  course,  John  Seabrook 
always  has  his  Canadian  utilities  to 
support  him  if  the  going  gets  really 
rough.  Or  does  he?  Given  the  present 
political  climate  north  of  the  border, 
the  question  is  not  whether  they  will 
be  expropriated,  but  rather  when  they 
will  be  expropriated.  Canada's  pro- 
vincial governments  have  acquired 
nearly  all  the  other  utilities,  with  pub- 
licly owned  Nova  Scotia  Light  & 
Power  Co.  being  the  latest  example  of 
a  government  takeover.  Of  course, 
Canada  is  not  Cuba  or  Chile.  If  lU's 
Canadian  utilities  are  taken  over  by 
the  government,  lU  could  be  refund- 
ed some  $125  million. 

In  that  case,  lU  would  have  lost 
its  anchor  to  the  windward,  but  then 
it  would  have  gained  a  potful  of  cash. 
Is  that  so  bad?  What  is  more  com- 
forting than  a  potful  of  cash  when' 
you're  heavily  committed  to  risky  and 
leveraged  businesses?  ■ 
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The  Infernational  Monetary 

Market:  a  major  step  toward 

stability  in  world  trade. 


"\othing  else  in  the  world  is  so  powerful 
as  an  idea  whose  time  has  come." 

Victor  Hugo 


"There  is  today  a  major  need  for  a  broad,  widely  based, 
active  and  resilient  futures  market  in  currency." 

Prof.  Milton  Friedman 


\ou're  a  multi-national  electronics  corporation. 
You've  just  made  a  $10  million  sale  overseas. 
Your  profit  on  the  deal  is  $300,000. 
You  could  wind  up  losing  $150,000. 

You're  a  multi-national  oil  company. 

You've  just  made  a  $10  million  purchase  overseas. 

You  could  wind  up  paying  $10,450,000. 

You're  a  pretty  sophisticated  speculator. 
You  keep  your  eye  on  the  exchange  rates. 
\ou  think  the  Deutschemark  is  undervalued. 
Now  you  can  do  something  about  it. 


Of  course,  the  speculator  could 
lose  much  of  his  risk  capital.  The 
electronics  corporation  could  wind  up 
with  a  windfall  profit  of  $750,000. 
The  oil  company  could  pay  as  little  as 
$9,550,000  for  its  purchase. 

The  difference  is  this:  of  the 
three  examples  cited,  only  the 
speculator  w(int.K  that  kind  of 
risk.  A  major  corporation  does 
not.  The  recent  agreement  to 
let    currencies   vary    2.25% 
above   or   below   official   parity 
has  put   many   international   com 
panics  in  a  business  they  don't  want 
to  be  in — currency  speculation.  Changes 
in  currency  values  interfere  with  the 
conduct  of  day-to-day  business  and  are 
even  more  disruptive  of  long-range 
planning  and  pricing. 

Speculators— the  shock  absorbers  of 
fiUures  transactions — have  been 
unable  (though  certainly  not  unwilling) 
to  participate.  As  Professor  Milton 
Friedman  has  said:  "The  market  needs 
speculators  who  are  willing  to  take 
open  positions  as  well  as  hedges. 
The  larger  the  volume  of  speculative 
acti,vity,  the  better  the  market  and  the 
easier  it  will  be  for  persons  involved 
in  foreign  trade  and  investment  to 
hedge  at  low  costs." 

There  is  little  doubt  that  substantial 
numbers  of  speculators  will  be  drawn 
to  currency  futures.  (If  a  city-dweller, 


for  example,  is  willing  to  take  the  time 
to  study  pig  crop  reports  and  various 
other  factors  affecting  frozen  pork  belly 
futures,  it  seems  more  than  likely  that 
he  would  find  a  study  of  the  ultimate 
commodity — money — at  least  as 
familiar  and  understandable.) 

In  the  interest  of  bringing  greater  stability 

to  world  commerce;  in  the  interest  of 
providing  a  major  marketplace  for 
those  who  have  the  financial  ability 
and  the  desire  to  pit  their  judgment 
against  the  future;  the  Chicago 
Mercantile  Exchange  has 
established  the  International 
Monetary  Market.  As  one 
of  the  largest  and  most 
innovative  futures  markets 
in  the  world,  the  CME  is 
uniquely  qualified  to  do  so. 
Its  brand  new  trading  floor 
complex  together  with  its  world- 
wide electronic  communications 
facilities  make  it,  technologically, 
the  most  modern  exchange  in  the  world. 
Yet  this  technology  is  backed  by  more 
than  fifty  years  of  futures  trading 
experience  in  the  futures  trading 
capital  of  the  world. 

The  older  order  changeth.  Bretton 
Woods  is  dead.  The  time  has  come 
for  a  new  idea.  The  International 
Monetary  Market  is  born. 

Trading  begins  in  mid-April,  1972 

in  Canadian  dollars,  Deutschemarks, 
Swiss  francs,  British  pounds,  Japanese 
yen,  Italian  lira  and  Mexican  pesos. 
Interested  parties  may  secure  further 
information  by  writing  to  the 
address  below. 

r'\  INTERNATIONAL  MONETARY  MARKET 

&    ;  OF  THE  CHICAGO  MERCANTILE  EXCHANGE 
•i.-*"     110  North  Franklin  Street,  Chicago,  Illinois  60606 


dividend  notice 


MIDDLE  SDUTH  UTILITIES,   INC. 

The  Board  of  Directors  has  this  day  declared  a  dividend  of  IGVii 
per  share  of  the  Comnnon  Stock,  payable  April  1,  1972,  to 
stockholders  of  record  at  the  close  of  business  March  15,  1972. 


March  2,  1972 


JAMES  E.  AMMON 
Treasurer  and  Secretary 

THE  MIDDLE  SOUTH  UTILITIES  SYSTEM 

Arkansas  Power  &  Light  Company   Louisiana  Power  &  Light  Company 

Arkansas-Missouri  Power  Company  Mississippi  Power  &  Light  Company 

New  Orleans  Public  Service  Inc. 


Merrill  l^nch  thinks 

your  mon^  miglit  work  harder 

If  it  worked  in  more  wa^ 


A  lot  of  people  are  in  a  financial  rut 
—  and  don't  even  know  it. 

They  rely  on  one  way  of  putting  their 
money  to  work — usually  stocks,  bonds, 
or  savings  accounts — and  never  look 
any  further. 

They  should.  We  think  there  are 
some  pretty  solid  reasons  to  invest  in  a 
variety  of  ways : 

1 .  Owning  several  kinds  of 
investments  tends  to  spread  your  risk 
better  than  owning  one  kind. 

2.  With  more  investments  to  choose 
from,  it  should  be  easier  to  build  a 
portfolio  that  matches  your  objectives.' 

3.  By  exploring  a  range  of 
investments — instead  of  just  one  or 
two — you  should  be  able  to  do  a  better 
job  of  adjusting  your  portfolio  to  meet 
changing  conditions. 

One  caution :  Much  as  we  believe 
in  diversification,  we  don't  see  it  as  a 
shortcut  to  success.  We  think  every 
investor  should  have  adequate  life 
insurance  and  cash  reserves  before 
he  invests. 

Bridging  the  knowledge  gap. 

Of  course  you  shouldn't  put  your 
money  in  something  unless  you 
understand  it.  So  investors  in  the 
Seventies  will  have  to  know  more  and 
have  more  facts  than  ever  before. 

There  we  can  help.  Everyone  of 
our  5,000  Account  Executives  is  backed 
by  one  of  the  most  comprehensive 
information  systems  on  Wall  Street. 
(We  spend  over  $8  million  a  year 
researching  stocks,  bonds,  and  commod- 
ities—and publish  over  40,000 
pages  of  research  every  month. ) 


Here  are  some  of  the  ways  we  can 
help  you  invest. 

Stocks:  twice  as  many 
Security  Analysts. 

As  we  see  it,  stocks  still  offer  the  most 
direct  way  to  own  a  share  of  American 
industry.  To  help  you  decide  which  ones 
to  buy,  we  employ  twice  as  many 
Security  Analysts  as  any  other  broker. 
To  help  you  know  what  they  think,  we 
publish  hundreds  of  detailed  studies  of 
companies  and  industries  every  year. 

To  get  our  Analysts'  opinions  in  a 
hurry,  we  use  a  computerized  infor- 
mation system.  Within  minutes,  it 
can  deliver  an  up-to-date,  100-word 
appraisal  on  any  of  2600  stocks. 

Real  Estate  Investment  Trusts: 
you  don't  have  to  be  rich. 

Here's  a  way  to  buy  shares  in  trusts 
that  finance  big  real  estate  projects — 
wathout  having  big  money.  Many  real 
estate  trusts  cost  less  than  $50  a  share. 
And  the  typical  yield  is  a  hefty  8  percent. 

Commodity  Futures: 
a  businesslike  approach. 

Some  people  think  they're  just  for 
wild-eyed  speculators.  We  think  they're 
for  sharp-eyed  businessmen.  If  you 
have  a  substantial  amount  in  risk 
capital,  $50,000  in  liquid  assets,  and 
plenty  of  self-control,  we'll  be  glad  to 
show  you  a  business-like  approach  to 
commodity  speculation. 

Mutual  Funds:  something  extra. 

You  can  buy  them  from  most  any  broker 
or  dealer.  But  when  you  buy  one  of  the 
funds  we  recommend,  you  get 


something  extra — the  opinion  of  our 
Security  Analysts.  They  evaluate  the 
portfolios  of  these  funds  every  quarter. 
Another  plus :  we  offer  funds  with 
a  wide  variety  of  objectives.  They  run 
the  gamut  from  ultra-conservative  to 
high  risk,  from  income  seekers  to 
growth  seekers. 

Corporate  Bonds:  1  or  1,000. 

A  lot  of  big  utilities  and  blue  chip 
industrial  companies  want  to  borrow 
your  money.  And  they're  willing  to  pay 
7  to  8  percent  interest  to  get  it. 

Worth  noting :  We  handled  about 
$7  billion  in  corporate  bonds  last  year, 
so  we  know  the  field.  We  can  help  you 
choose  bonds  tailored  to  your  objectives 
— whether  you  want  to  buy  1  or  1,000. 

Convertible  Bonds: 
a  two-way  chance  for  gain. 

They're  convertible  into  the  common 
stock  of  the  company  that  issued  the 
bond.  If  the  stock  price  goes  up,  you 
could  have  a  capital  gain  built  right  in. 
If  the  stock  price  goes  down,  you  can 
still  collect  interest  on  the  bonds. 
But— convertibles  are  hard  to 
understand  and  usually  pay  a  lower 
interest  rate  than  corporates  of  the 
same  quality. 

IMunicipal  Bonds:  no  Federal  Taxes. 

When  you  lend  money  to  a  state,  city, 
or  town,  you  don't  have  to  pay  Federal 
taxes  on  the  interest.  So  the  net  return 


on  municipals  can  get  very  attractive. 

For  investors  in  the  36  percent 
bracket,  the  yield  on  a  6  percent 
municipal  is  the  equivalent  of  a  9 
percent  return  from  a  taxable 
investment. 

As  a  major  underwriter  of  muni- 
cipals, we're  in  a  good  position 
to  help  you  pick  municipals  that  match 
your  objectives. 

Options:  not  for  beginners. 

Puts  and  Calls  (as  they're  often  called) 
can  magnify  your  profits  when  you're 
right  and  help  you  limit  your  losses 
when  you're  v^rrong.  But  they're  not  for 
beginners  or  men  of  modest  means. 

Call  us. 

We've  got  other  ways  to  put  your 
money  to  work : 

Investment  counseling  (through 
our  subsidiary,  Lionel  D.  Edie  &  Co., 
Inc.).  Government  securities  (such  as 
GNMA  certificates).  Retirement  secur- 
ity programs  (individually  tailored 
for  small  corporations  and  self- 
employed  individuals). 

Ask  one  of  our  Account  Executives 
about  any  of  these  investments.  He  can 
show  you  how  to  add  more  flexibility 
to  your  investment  planning.  Check 
your  Yellow  Pages  under  "Investment 
Securities"  for  the  number  of  our 
nearest  office. 

We  think  it  could  be  the  start  of  a 
better  way  to  share  in  America's  growth. 


Merrill  Lynch  is  bullish  on  America. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc 


,  [ecutiye 
In^dential 
jans 

$1500to$8500 

• 

A  nation-wide  service  used  by 
over  20,000  executive  and  pro- 
fessional men  as  a  quick  and 
convenient  source  of  credit, 
either  for  immediate  needs  or 
a  credit  line  for  future  use. 
There  is  no  charge  for  estabhsh- 
ing  your  credit  line.  No  col- 
lateral ...  no  embarrassing  in- 
vestigation. All  details  handled 
by  personal  mail  in  the  privacy 
of  your  office. 

References: 

The  First  National  Bank  of  Minneapolis 

Continental  Illinois  National  Bank 

of  Chicago 

• 

Phone,  toll  free,  800-328-7328  or  write 

Mr.  T.  K.  Lindblad 

Executive  Loan  Director 


m 


Industrial  Credit  Plan,  Inc. 

241  Hamm  Building 
St.  Paul,  Minnesota  55102 


For  people 


abouti  golf 


Two  18-hole  golf  courses  (1  chompionship, 
1  lighted  executive).  Gourmet  wining 
and  dining.  Luxurious  guest  roonns.  Exec- 
utive Club  Apartments. Meeting  facilities. 
Scottish  baronial  atmosphere.  Open  year 
round.  Near  oirportsand  arterial  express- 
ways. Write  for  brochure  L  Ralph  McEn- 
tyre,  General  Manager,  Palmetto  Express- 
way at  N.W.  154  Street,  Miami  Lakes, 
Florida  33014  or  call  Miami 
(305)821-1150. 

Miami  Lakes  Inn 

O  Country  Club 


EL  DENVER®  are  quite  the  Fashion 

Hand  Woven  Ties  Quite' 


Coasl-lo- 

Coast  in  man^       , 

of  ihe  Finest  Stores! 

LOS  WIGWAM  WEAVERS 

1073  Santa  Fe  Drive  •  Denver,  Colo.  80204    u*°  1 


Something  for  Everyone 

Too  small  to  survive  in  your  industry?  Bill  Scharf- 
fenberger's  solution  is  to  grow  even  smaller. 


Ever  since  he  took  over  in  1968  as 
president  and  chief  executive  of  New 
York's  middle-sized  ($160-inillion- 
sales)  Riegel  Paper  Corp.,  William  J. 
Scharffenberger,  51,  has  been  deter- 
mined to  cut  the  company  down  to 
size.  In  1969  he  decided  to  sell  off 
Riegel's  50%  interest  in  a  newly  com- 
pleted $60-million  pulp  and  paper  mill 
in  Louisiana.  In  1970  he  worked  out 
a  scheme  to  retire  or  otherwise  dis- 
pose of  most  of  the  company's  New 
Jersey  mills,  and  at  the  same  time 
wrote  off  more  than  $10  million  in  ex- 
pected losses.  A  year  later,  he  took  an 
even  more  drastic  step:  He  proposed 
to  spin  off  Riegel's  packaging  opera- 
tions into  a  new  company,  Rexham 
Corp.,  which  he  would  head,  and  to 
merge  Riegel's  remaining  operations 
into  Federal  Paper  Board. 

"When  you  do  something  like  this," 
Scharffenberger  says,  "even  your  in- 
vestment bankers  look  at  you  and  say, 
'Look,  you're  making  yourself  smaller; 
nobody  ever  does  this,  you  always 
make  yourself  bigger.  Don't  do  it.' 
And  yet,  for  the  stockholders,  it  may 
make  a  great  deal  more  sense." 

As  Scharffenberger  saw  it,  the  cap- 
ital demands  of  the  paper  business 
were  becoming  too  great  for  a  compa- 
ny of  Riegel's  size,  particularly  when 
the  rising  cost  of  pollution  control  was 
added  in.  So  what  to  do?  Riegel  could 
have  continued  to  slough  off  un- 
profitable businesses,  Scharffenberger 
agrees,  or  it  could  have  tried  for  a  ma- 
jor merger,  though  any  in  which  it 
was  the  surviving  partner  would  en- 
tail inordinately  heavy  debt. 

In  either  case,  the  end  result  might 
have  been  the  same:  sharply  reduced 
earnings,  elimination  of  the  dividend, 
a  collapse  in  the  market  price  of  the 
stock.  With  earnings  off  more  than 
75%  last  year  and  the  dividend  already 
cut  from  $1  to  60  cents  a  share,  the 
prospect  was  not  merely  theoretical. 

Scharffenberger's  solution  was  not 
merely  to  sell  out.  Instead,  he  spun 
off  Riegel's  Zou;-capital  packaging 
business  as  the  Rexham  Corp.  and 
then  merged  the  capital-intensiug 
pulp  and  paper  segments  of  Riegel's 
business  into  Federal  Paper  Board,  a 
combine  presumably  large  enough  to 
hold  its  own  in  the  paper  industiy. 
For  Riegel's  stockholders,  the  payoff 
was  immediate.  For  a  stock  that  sold 
around  16  in  December,  they  got  a 
package  now  worth  around  $24  a 
share  and  yielding  78  cents  in  divi- 
dends vs.  the  previous  60  cents. 

There  were  other  benefits  as  well. 


In  taking  charge  of  what  had  always 
been  a  family-dominated  company, 
Scharffenberger  had  to  bypass  Exec- 
utive Vice  President  William  M.  Rie- 
gel, 44,  who  had  executive  ambitions 
of  his  own.  But  once  the  Federal  mer- 
ger was  accomplished.  Bill  Riegel  ac- 
quired the  company's  old  New  Jersey 
paper  mills  and  went  into  business  for 
himself.  "It  was  a  happy  solution  from 
Bill's  standpoint,"  Scharffenberger 
says.  "He  can  have  the  satisfaction  of 
being  his  own  boss  and  building  some- 
thing." So  the  deal  had  something  for 
everyone— executives,  companies  and 
stockholders  alike. 

Wi\l  If  Work? 

But  in  setting  up  Rexham  as  an  in- 
dependent company,  Scharffenberger 
is  certain  to  have  his  hands  full.  Pack- 
aging is  a  fast-growing  but  fiercely 
competitive  business,  and  Scharffen- 
berger concedes  that  Rexham  has  not 
done  especially  well  in  the  past  in  es- 
tablishing itself  in  the  higher-profit 
proprietary  end  of  that  business— part- 
ly, he  suggests,  because  at  Riegel  it 
was  basically  a  none-too-profitable 
sideline.  Now  packaging  is  the  whole 
company,  so  the  focus  is  sharper— 
though,  of  course,  so  are  the  risks. 

Rexham  may  gain  another  advan- 
tage from  being  shorn  of  its  raw  ma- 
terial source.  "We  always  had  to  look 
over  our  shoulder,"  Scharffenberger 
says,  "in  choosing  between  paper  and 
plastic  packaging  materials  and  say. 
What  effect  are  we  going  to  have  on 
our  New  Jersey  mills?  That's  quite  a 
curse  for  a  company  to  live  with.  The 
challenge  now  is  to  achieve  a  satisfac- 
tory level  of  earnings,  which  we 
haven't  done  up  to  now. "  He  certain- 
ly hasn't.  Last  year,  largely  because 
of  the  costs  of  the  spinoff,  Rexham  had 
pro  forma  operating  losses  of  nearly 
$1  million  on  some  $74  million  in  sales. 
This  year,  however,  Scharffenberger 
expects  to  be  solidly  back  in  the  black 
on  sales  of  some  $80  million. 

Now  that  Rexham  is  independent, 
however,  Scharffenberger  is  unlikely 
to  stick  only  to  the  packaging  business. 
Blessed  with  a  virtually  debt-free  bal- 
ance sheet,  Scharffenberger  now  has 
plenty  of  flexibility  in  making  acquisi- 
tions either  in  packaging  or  in  com- 
pletely unrelated  fields.  And  he  is 
lacking  neither  in  ambition  nor  in  self- 
confidence:  "The  defensive  moves 
we've  been  making  have  been  bene- 
ficial to  our  shareholders,"  he  says.  "I 
think  we're  going  to  do  every  bit  as 
well  in  moving  forward."  ■ 
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The  pageyoi/re  reading 
right  now  is  bi^er  than  ours. 

But  if  you're  like  most  people,  you're  not  thinking 
about  page  size  right  now.  The  fact  is,  the  measure  of  a 
page  is  its  content. 

TV  Guide's  pages  deal  with  a  special  interest:  tele- 
vision. This  year  they  will  attract  more  buyers  than  any 
other  magazine. 

A  TV  Guide  page  is  big  where  it  counts:  in  reader- 
ship. Compare  ads  that  run  here  and  in  Life  or  Digest. 
TV  Guide  generally  scores  higher.  Our  lead 
holds  against  the  women's  books,  too. 

That  helps  explain  why,  last  year, 
TV  Guide  carried  more  advertising  pages  than 


TV 

GUIDE 


Life  or  Digest. 


TRIANGLE  PUBIICATIONS.  INC. 

Sell  with  the  one  that's  selling. 


Sources:  ABC,  Starch,  PIB. 


Amf ac  is  38  Joseph  Magnin 
specialty  stores . . . 


Fashion-conscious  women  spark 
to  the  excitement  of  Joseph  Mag- 
nin. These  38  specialty  stores  in 
California,  Nevada  and  Hawaii  are 
innovative  and  contemporary, 
carry  that  young-spirited  look. 

That's  why  Amfac,  with  an  eye  to 
both  fashion  and  profits,  acquired 
Joseph  Magnin  in  1969.  Along  with 
Rhodes  and  Liberty  House  depart- 
ment stores,  it  is  now  a  key  ele- 
ment in  our  fast-growing  Retail 
Group. 

There's  internal  growth,  too.  Lib- 


for  top  quality,  has  branched  out  to 
California. 

Growth  throughout  Amfac  brought 
our  1 971  revenues  up  25  percent  to 
$577,996,000,  our  net  to  $1.92  a 
share,  up  11  percent  from  the  re- 
stated $1.73  in  1970. 

What's  the  formula?  It's  our  island 
heritage.  When  you  grow  up  on  an 
island,  as  Amfac  did,  your  cus- 
tomers are  your  neighbors.  So  you 
develop  a  built-in  concern  — for 
people,  products,  environment. 


tailing  grew  to  become  a  major 
part  of  our  business... and  helped 
us  expand  from  a  sound  Hawaii 
base  to  the  continental  U.S.  Today, 
70  percent  of  our  revenues  come 
from  the  mainland. 

What  is  Amfac?  Hotels.  Resorts. 
Retail  stores.  Finance  and  food 
processing.  Land  management.  All 
fast-growing.  All  rooted  solidly  in 
our  management  experience. 

For  a  copy  of  our  latest  report, 
write  to  Amfac,  Inc.,  Dept.  C,  P.  O. 


erty  House,  long  known  in  Hawaii    From  one  small  Honolulu  store,  re-    Box  3230,  Honolulu,  Hawaii  96801. 

and  many  otiier  happy  things 
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onannirac 

A  family  of  enterprises  enhancing  people  and  places. 
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Faces  Behind  the  Fiqutes 


Out  of  the  Frying  Pan  . . .  ? 

Thom.\s  F.  Willers,  52,  seems 
to  like  the  heat.  Just  last  fall  Wil- 
lers quit  his  post  as  Nice  chairman 
of  Occidental  Petroleum  Coip.,  ap- 
parently because  he  clashed  with 
Oxy's  autocratic  chairman.  Dr.  Ar- 
mand  Hammer.  Willers  is  one  of 
a  dozen  top  executives  who  have 
left  the  company  in  recent  vears 
(Fo^ES,  Nov.  15,  1971). 

So  where  did  Willers  go?  Last 
month  he  signed  on  with  another 
boss  whose  reputation  for  tough- 
ness rivals  Hammer's.  He  is  Karl  R. 
Bendetsen,  chairman  of  New  York- 
based  U.S.  Plysvood-Champion  Pa- 
pers, Inc.,  where  Willers  is  the  new 
president.  During  World  War  H, 
Bendetsen  supervised  the  intern- 
ment of  Japanese- Americans  in  "re- 
location" camps.  During  the  Korean 
war,  he  ran  strike-bound  railroads 
for  the  Government.  In  1960,  as 
the  first  nonfamily  president  of 
Champion  Papers,  he  promptly 
slashed  1,800  from  the  10,200- 
man  payroll— and  was  burned  in 
eflBgy  for  it.  In  the  years  following 
Champion's  1967  merger  with  U.S. 


Plywood,  Bendetsen  gradually  es- 
tablished himself  as  a  one-man 
show.  Many  top  executives  left  the 
merged  company. 

Are  you  getting  into  the  same 
thing  again?  Forbes  asked  Willers. 
"I'd  be  an  idiot  to  deny  I'd  heard 
of  Karl's  reputation,"  Willers  re- 
plied, "but  I'm  delighted  with  him. 
I  have  great  respect  for  the  way 
he  runs  his  company." 

But  why  go  about  picking  tough 
bosses?  Because  Willers  wants  to 
end  up  running  a  big  company. 
He  expected,  but  did  not  get,  the 
chance  at  Oxy.  At  Champion,  he 
moves  into  second  spot  under  a 
boss  who  will  be  65  next  October. 
If  all  goes  as  expected,  Willers 
could  inherit  the  chief  executive 
spot  by  early  next  year. 

Willers  was  chief  executive  of 
Hooker  Chemical  Corp.  both  be- 
fore and  after  its  1968  merger  with 
Oxy.  But  that  was  in  basic  chemi- 
cals. Now  Willers  must  leam  the 
intricacies  of  the  nation's  second- 
largest  (sales:  $1.6  billion)  diver- 
sified forest  products  company. 
For  four  to  six  months,  he'll  vir- 
tually share  an  office  with  Bendet- 


Willers  of  U.S.  Plywood-Champion 

sen  and  spend  much  of  his  time 
visiting  company  outposts.  And 
Bendetsen  still  can  change  his 
mind:  Back  in  Bendetsen's  early 
days  as  chief  executive  of  the 
merged  company,  his  board  of  di- 
rectors eliminated  mandatory  re- 
tirement for  the  CEO.   ■ 


Mom  &  Pop,  Inc. 

For  most  rivals  the  food  business 
has  not  been  particularly  glamor- 
ous. But  with  his  grocer's-son  in- 
terest, Walter  R.  Schaub,  61,  chair- 
man and  president  of  Chicago's 
Scot  Lad  Foods,  has  created  above- 
average  growth  and  profit. 

Scot  Lad,  with  sales  for  fiscal 
1971  of  $534  million,  is  the  na- 
tion's third-ranked  wholesale  gro- 
cer, but  it  leads  the  big  whole- 
salers in  growth:  15%  average  an- 
nual sales  gain  over  the  past  five 
years.  And  its  16.6%  five-year  av- 
erage return  on  equity  leads  that 
of  either  of  its  larger  competitors, 
Fleming  Co.  of  Topeka,  Kans. 
($762  million  sales)  or  Super  Valu 
of  Hopkins,  Minn.  ($1  billion). 

Schaub  ran  a  small  dairy  at  the 
end  of  World  War  II;  but  seeing 
the  mom-and-pop  store  disappear- 
ing, he  developed  a  little  chain  of 
supermarkets.  Then,  at  the  tail  of 
that  retailing  revolution,  he  got  to- 
gether with  some  others  in  1961  to 
form  Scot  Lad  as  a  regional  whole- 
saler-retailer. Nearly  two-thirds  of 
his  business  today  is  in  wholesaling; 
the  balance  is  retailing  through 
outlets  who  were  former  customers. 


As  with  any  business  whose  prof- 
it margin  is  less  than  1%  on  sales, 
the  key  to  Scot  Lad's  success  is 
turnover.  Schaub  figures  his  stock 
turns  some  26  times  a  year  vs.  an 
industry  average  of  around  16.  He 

Schaub  of  Scot  Lad  Foods 
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can  do  so  not  only  because  of  his 
modern  warehouses,  but  also  be- 
cause Scot  Lad  limits  itself  to  ac- 
counts that  are  large  or  promise  to 
become  so.  "Their  average  volume 
is  $3.5  million  to  $10  million  per 
store,"  he  estimates,  vs.  $1.3  mil- 
lion for  the  average  A&P  store. 

That's  also  the  key  to  Scot  Lad's 
growth.  Over  the  years  the  num- 
ber of  its  accounts  has  changed 
little,  but  their  size  has  grown 
mightily  as  the  voluntary  chains 
have  grabbed  market  share  from 
the  regional  and  national  chains. 
Schaub  figures  they  are  able  to  do 
so  because  they  are  part  of  a  new 
retailing  revolution. 

"The  chains  have  all  the  tech- 
niques and  expertise  our  people 
have,"  he  says,  "but  most  of  our 
stores  are  run  by  the  people  who 
own  them.  They  know  their  market 
better  and  their  competitive  reac- 
tion can  be  a  lot  faster.  The  larger 
chains  can't  delegate  responsibility 
to  their  managers  quite  so  fast. 

"The  major  companies,"  he  goes 
on,  "aren't  in  the  same  league  as 
our  stores  in  knowing  the  local 
market,  though  I  doubt  if  they  even 
consider  us  competition  right  now. 
I  hope  not,  because  we  are."  ■ 
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Faces  Behind  the  Figures 


No  Difference,  Huh? 

When  Compute)  Sciences  Presi- 
dent William  R.  Hoover  was  asked, 
some  two  years  ago,  if  it  wasn't 
pretty  risky  for  a  company  with 
only  S6.8-million  earnings  to  carry 
nearly  $10  million  of  deferred  de- 
velopment costs  on  its  balance 
sheet,  he  shrugged  off  the  question. 
"I  don't  think  there  is  any  differ- 
ence in  philosophy  between  that 
and  an  investment  in  plant  and 
inventory."  A  year  later.  Computer 
Sciences  wrote  off  a  $5.9-million 
.software  development  investment. 

No  difference?  With  a  flick  of 
his  pen,  Computer  Sciences  Chair- 
man (and  24%  owner)  Fletcher 
Jones  last  month  wrote  off  another 
$74  million,  mostly  developmental 
costs  on  INFONET,  a  nationwide 
computer  information  system. 

Although      Computer     Sciences 


Jones  of  Computer  Sciences 


had  capitalized  costs  amounting  to 
some  90%  of  its  equity,  its  auditor, 
Touche  Ross  &  Co.,  did  not  feel 
required  to  qualify  in  any  way  its 
certification  of  the  annual  report. 

Is  Computer  Sciences'  balance 
sheet*  now  clean?  Not  necessarily. 
Its  last  annual  report  shows  $50.9 
million  of  computer  equipment, 
mainly  IBM  360s  and  Univac 
1108s,  leased  out  to  customers.  But 
now  that  the  IBM  370s  are  coming 
onto  the  market,  are  those  compu- 
ters really  worth  the  $50.9  million 
at  which  they  are  canied  on  the 
balance  sheet?  Computer  Sciences' 
equity  capital  has  been  reduced 
in  two  fast  stages  from  $45.8  mil- 
lion ($3  a  share)  to  just  $5.8  mil- 
lion (45  cents  a  share).  But  is  even 
the  45  cents  really  there? 

Quite  a  comedown  for  a  stock 
that  once  sold  as  high  as  $34  and 
now  sells  for  $8  a  share.  ■ 


Ralf  and  Nat 

Thl:  hammering-on-the-table  school 
of  diplomacy  has  about  played  out 
its  role  in  opening  new  markets 
to  American  products  abroad.  Last 
month  William  D.  Eberle,  resigned 
head  of  American  Standard  and 
now  Richard  Nixon's  special  trade 
ambassador,  followed  up  on  the 
Administration's  tough  line.  He  de- 
manded bluntly  that  the  European 
countries  let  in  a  good  many  more 
American  farm  products.  He  got 
back  a  blunt  answer:  Ralf  Dahren- 
dorf,  the  Common  Market's  chief 
trade  negotiator,  said  that  there 
would  be  no  such  concessions;  only 


Trade  Negotiator  Samuels 
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negotiations. 

Now  Dahrendorf  and  his  Ameri- 
can counterpart,  Nathaniel  Samu- 
els, are  getting  down  to  the  real 
give-and-take.  It  won't  be  easy. 
American  industrial  and  consumer 
goods  cannot  easily  compete  with 
the  European  product  on  home 
grounds,  but  in  agricultural  prod- 
ucts it's  a  different  matter:  No 
major  nation  can  match  our  effi- 
ciency in  agriculture.  But  there's 
a  problem:  the  European  farmers. 
They  want  protection.  What  they 
want,  they  usually  get.  They're  po- 
litically potent,  and,  as  recent  ex- 
perience shows,  quite  willing  to 
resort  to  violence  if  they  don't  get 
their  way. 

The  real  haggling  on  trade  terms 
isn't  going  to  start  this  year;  first 
come  the  major  elections  in  Wash- 
ington, Bonn  and  Tokyo.  From 
Brussels,  Dalireiidorf— a  42-year- 
old  German  Bundestag  member— 
and  from  Washington,  Samuels— a 
63-year-old  Wall  Streeter  (Kuhn, 
Loeb)— are  trying  to  smooth  the 
way  for  next  year.  In  the  U.S.,  in- 
terest in  foreign  trade  is  a  sometime 
thing;  in  Europe,  it  is  always  front 
page.  Dahrendorf  and  Samuels  rec- 
ognize the  importance  of  keeping 
close  contact:  "We  have  almost  dai- 
ly phone  talks,"  Samuels  says. 

Dahrendorf  echoes  the  current 
European  refusal  to  be  pushed 
around  by  Uncle  Sam.  He  empha- 
sizes the  delicacy  of  his  position, 
representing   as   he   does   not   one 


government  but  ten.  And  each  of 
the  ten  governments  has  militant 
farmers  to  think  about.  "It  is  hard 
for  the  European  Community  to 
speak  with  one  voice,  especially 
when  new  nations  are  joining  it," 
Dahrendorf  recently  told  Forbes. 

He  adds,  pointedly:  "If  we  are 
able  to  talk  and  reach  agreement 
with  you,  it  will  be  in  the  area  of 
agriculture  first."  Concedes  Samu- 
els :  "Perhaps  in  the  past  we  haven't 
fully  understood  the  European 
problem  on  agriculture."  Under  the 
circumstances,  nobody  ought  to  ex- 
pect particularly  fast  or  dramatic 
results  in  dismantling  the  obstacles 
to  U.S.  trade  exports.   ■ 


Trade  Negotiator  Dahrendorf 
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Lease  financing: 


an 


investment  banking 

approach 


In  the  last  four  \cars,  Salomon  Brothers  has  arranged  nearly 
a  billion  dollars  of  lease  financing  fbi"  transportation,  utility, 
and  industrial  corporations,  lb  do  so,  we  have  combined  our 
(aj)ital-raising  experience  with  professionalism  in  the  particu- 
lar skills  of  le\  eraged  leasing. 

Salomon  Brothers  looks  at  leasing  in  the  context  of  a  cor- 
poration s  total  financial  re(]uirements.  We  may  recommend 
its  emplo\nient:  we  may  reconnnend  other  money-raising 
methods. 

When  leasing  is  appropriate,  we  work  to  bring  together 
corporate  owners  and  institutional  lenders  in  such  a  way  as  to 
j)i()duce  the  lowest  o\erall  eflective  leasing  cost.  We  believe 
ih.it  oui  abilit\  to  striuiure  a  lease  financing  and  to  place  the 
underlying  debt  on  the  best  po.ssible  terms  is  the  key  aspect  of" 
om-  approach. 

Lease  fuiancing  may  be  a  new  soince  of  capital  for  you  — 
butitisatechni(]uewiih  which  we  are  exceptionally  familiar.  If 
your  corporation  woufd  like  to  explore  this  financing  alterna- 
ti\e  \ou  can  almost  certainly  benefit  from  Salomon  Brothers' 
investment  bdiikhiii;  approach. 

For  more  information  contact  Layton  Smith,  General 
Partner,  Ray  Golden,  Vice  President,  or  any  of  the  profession- 
als in  our  Lease  Financing  Department.  (212)  747-7000. 
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One  New  York  Pla/a.  New  \brk.  New  York  10004 
Atlanlu,  Boston,  Chicago,  Cleveland.  Dallas,  Los  Angeles,  Philadelphia,  Si.  Louis,  San  Francisco,  I^ondon, 

Members  New  York  Stock  Exchange,  Inc. 


Faces  Behind  the  Figures 


A  Lot  of  Bull 

The  Chianina  is  a  lot  of  bull, 
about  4,000  pounds  of  bull,  and 
he  has  been  around  a  long,  long 
time.  He  may  well  be  the  world's 
oldest  breed  of  bull;  you'll  find  rep- 
resentations of  him  on  Etruscan 
pottery.  His  stamping  ground  is  the 
lush  Italian  Chianin  Valley. 

What's  a  Chianina  doing  in  a 
business  magazine? 

Figure  it  this  way:  A  bull  isn't 
merely  an  animal;  he's  also  a  piece 
of  capital  equipment.  He  produces 
calves— i.e.,  beef,  milk,  butter, 
cheese.  All  right,  if  you  look  at  the 
Chianina  as  a  factory,  he's  the  most 
efficient  factory  in  the  bull  world. 

From  birth  until  maturity,  he 
gains  weight  at  the  rate  of  100 
pounds  a  month,  vs.  the  75  pounds 
a  month  for  the  ordinaiy  bull.  At 
that  rate,  he  reaches  maturity  about 
25%  sooner.  He  can  go  into  produc- 
tion 25%  sooner.  What  does  he 
produce?  Semen. 

It  took  A.H.J.  Rajamannan,  a 
naturalized  American  of  Ceylonese 


Chianina  Bull 


birth,  to  realize  the  financial  po- 
tentialities of  the  Chianina.  Harry 
Rajamannan  was  taking  his  doc- 
torate in  reproduction  physiology 
at  the  University  of  Minnesota 
when  he  came  across  a  study  of  the 
Chianina.  "I  was  flabbergasted," 
he  says.  "The  breed  has  been  vir- 
tually unexploited." 

Two  years  ago,  Rajamannan 
started  International  Cryo-Biologi- 
cal  Sei-vices  Inc.,  raising  Chianinas 
for  semen  in  Italy.  His  target:  the 
U.S.,  which  has  30  million  cattle  in 
need  of  impregnation. 


One  problem,  a  big  problem: 
The  U.S.  didn't  have  a  cattle 
quarantine  station,  so  there  was  no 
way  Rajamannan  could  bring  his 
Chianinas  into  the  U.S.  He  couldn't 
even  bring  the  semen  in  until  he 
arranged  with  the  Department  of 
Agriculture  to  send  inspectors  to 
Italy  at  his  own  expense  ($100,000 
a.  year)  to  O.K.  his  frozen  Chia- 
nina semen. 

Worth  it?  Well,  says  Rajaman- 
nan, "We  sold  50,000  doses  in  the 
past  three  weeks.  At  between  $10 
and  $25  a  dose  (the  price  varies 
because  the  slice  the  middlemen 
take  varies),  that  came  to  a  good 
deal  more  than  half  a  million  dol- 
lars. For  three  weeks.  Not  bad. 
And  mostly  profit:  How  much  does 
it  cost  to  keep  a  bull  contented? 

The  other  day.  Secretary  of  Ag- 
riculture Earl  L.  Butz  announced 
that  the  U.S.  would  establish  a 
cattle  quarantine  station  soon.  That 
will  make  it  possible  for  Rajaman- 
nan to  bring  his  bulls  here. 

Why  didn't  those  Etruscans  have 
anv  business  sense?  ■ 


Question  of  Faith 

He's  in  probably  the  most  cyclical 
U.S.  business.  A  business  where  his 
company  has  suffered  a  91%  earn- 
ings drop,  from  $4.54  per  share  to 
39  cents,  in  just  four  years.  And 
this  despite  a  highly  successful  in- 
novation in  its  primary  field,  plus 
an  equally  successful  diversification 
into  a  new  one. 

This  is  the  grim  picture  facing 
46-year-old  President  James  A.D. 
Geier  of  Cincinnati  Milacron,  at 
$242-million  sales  last  year  the 
largest  U.S.  machine  tool  maker. 
But  is  he  downhearted?  Not  on 
your  tintype. 

He  has  the  inbred  faith  in  the 
company's  and  the  industry's  recov- 
ery befitting  a  man  who  is  the 
fourth  Geier  to  head  The  Mill-as 
Cincinnati  Milacron  is  still  called 
from  the  decades  it  was  named 
Cincinnati  Milling  Machine-since 
his  bank-clerk  grandfather  took 
over  a  struggling  machine  shop 
back  in  1884.  Geier  knows  that  the 
company  came  back  from  similar 
declines  in  the  late  Forties  and 
late  Fifties;  he's  sure  that  it  will 
do  so  again;  and  he  is  slightly  im- 
patient with  those  who  lack  his 
faith.  "To  understand  this  business, 
you  must  touch  it,"  he  says.  "Just 


look  at  that  five-foot  screw:    Isn't 
it  beautiful?" 

Just  now  Geier  feels  The  Mill  has 
a  real  chance  to  climb  off  the  in- 
dustry's boom-and-bust  cycle.  The 
chance  lies  in  successfully  canying 
out  the  company's  threefold  stiat- 
egy:  1)  bolster  demand  by  replac- 
ing numerically  controlled  machines 


Geier  of  Milacron 
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with  more  efficient  models  using 
minicomputers;  2)  become  a  leader 
in  plastics  processing,  including  the 
chemical  additives— not  just  plastics- 
forming  machineiy;  and  3)  become 
a  power  in  European  machine  tools 
—"a  market  2)2  times  larger  than 
ours,  because  they,  not  the  U.S., 
literally  make  the  world's  goods." 

By  spending  $20  million  (more 
than  double  the  company's  earn- 
ings) in  research  and  engineering 
since  he  became  president  in  1970, 
Geier  now  has  the  minicomputers 
he  needs  plus  eight  models  of  plas- 
tic injection  molding  machines  that 
"have  taken  us  from  nowhere  to 
around  No.  One  in  a  $120-million 
industry  that  is  doubling  every  ten 
years."  True,  he  is  behind  schedule 
on  his  conquest  of  Europe;  but  he 
credits  the  company's  success  in 
plastics  and  computer-controlled 
tools  with  the  fact  that  "we  didn't 
drop  down  like  the  other  tool  com- 
panies did." 

In  any  case,  it  hasn't  been  a  bad 
shouing  for  a  man  who  was  trained 
as  an  architect,  and  who  only  joined 
The  Mill  by  accident  because  it 
happened  to  be  shorthanded  dur- 
ing the  Korean  war.  But  looking 
at  the  long  line  of  Geiers  before 
him,  wasn't  one  accident  or  an- 
other inevitable?  ■ 
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WHATEVER  HAPPENED 
TOIHE  AMERICAN  DREAM? 

We've  Got  It  Made —Now  Where  Do  We  Go  From  Here? 


rhree  squares,  a  roof,  a  chicken  and  two  cars, 
rhat  was  about  it.  Then  the  dream  became  a 
reahty  for  most  Americans.   Relax  and  enjoy 

It?  No. 

5ome  fresh  money  came  into  the  game,  and 
they've  raised  the  ante  on  us. 

rhe  great  post-war  population  bulge  has  now 
moved  along  the  track  to  adulthood.  In  the  next 
ten  years,  the  20-34  age  group  will  grow  at  five 
times  the  national  rate.  By  1981  there'll  be  60  mil- 
lion of  them.  At  the  cutting  edge  is  the  first  edu- 
cated mass  aristocracy  any  nation  has  ever  had. 

These  Frontrunners  of  the  New  Generation  are 
not  a  "market  segment"  to  be  set  aside  and  han- 
dled incidentally,  if  at  all.  As  customers,  stock- 
holders, employees,  legislators  and  educators, 
they  are  the  thrusting  force  in  our  society.  They 
are  the  new  majority  in  power  and  influence,  and 
they  are  pressing  some  tough  issues.  Their  central 
question  is  "Where  do  we  go  from  here?". 

It  is  the  triumph  of  the  American  system  that  we 
are  rich  enough  to  have  such  a  question  asked. 
But  to  come  back  with  "Kid,  you  never  had  it  so 
good"  is  no  answer  to  someone  who  never  had 
it  any  different. 

The  grown  children  of  the  post-technological, 
post-affluent  era  have  their  own  agenda  of  aspi- 
rations. The  depression-shaped  economic  lan- 
guage of  their  fathers  falls  on  deaf  ears.  They 
dofi't  remember. 
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Business  must  get  the  answers  in  sync  with  the 
questions— and  then  plug  them  into  the  open 
channels  of  communication,  remembering  the 
fable  of  the  company  president  who  wouldn't 
advertise  on  Sunday  afternoon  radio  because 
everyone  goes  to  the  polo  matches. 

PSYCHOLOGY  TODAY  is  the  mainstream  mag- 
azine of  the  Frontrunners  of  the  New  Generation. 
They  are  with  us  in  the  search  for  human  touch- 
stones in  our  future-shocked  society.  This  intense 
mutual  interest  has  built  a  magazine  with  650,000 
circulation  and  close  to  three  million  readers 
every  month. 

PSYCHOLOGY  TODAY's  Frontrunners  are 
young— median  age  29.7.  Three  out  of  four  are 
college  educated.  Their  $14,260  median  income 
gives  them  economic  power.  Their  proven  social 
involvement  translates  into  political  clout. 

You  have  a  message  for  them.  PSYCHOLOGY 
TODAY  will  deliver  it. 
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PSYCHOLOGY  TODAYS 

FRONTRUNNERS  OF  THE  NEW  GENERATION 

People  Who  Make  Things  Happen 
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Faces  Behind  the  Figures 


There,  but  for  .  .  . 

In  candlelit  Britain,  where  labor 
relations  are  as  delicate  as  walk- 
ing on  eggs,  what  does  the  head  of 
a  U.S.  subsidiary  most  need  when 
"industrial  action"  threatens  his 
company  with  total  inaction? 

"Freedom  to  act  quickly,"  says 
Kenneth  Glass,  31,  the  Dayton 
(Ky.)-born  managing  director  of 
Allis-Chalmers  (Great  Britain), 
Ltd.  Case  in  point  is  the  recent 
problem  Glass  faced  in  extricating 
himself  and  A-C  from  that  new 
British  labor  ploy,  the  work-in. 

Allis-Chalmers  misjudged  its 
market  over  a  decade  ago  when 
it  bought  Jones'  Balers,  a  plant  in 
the  Welsh  hill  town  of  Mold,  to 
make  farm  equipment.  The  farm 
machinery  market  in  Britain  is  well- 
nigh  saturated,  so  that  all  A-C's 
real  profits  came  from  earth-moving 
and  construction  equipment  made 
at  its  Essendine  factory  north  of 
London. 

Late  last  year  A-C  announced 
it  was  closing  the  Mold  plant  and 
licensing  a  British  film,  Bamfords 
of  Uttoxeter,  to  make  A-C's  farm 
equipment.  At  that  news  the  200 


Mold  workers,  led  by  the  company 
electrician— who  is  also  a  part-time 
local  policeman— staged  a  round- 
the-clock  work-in  to  protest  the 
looming  loss  of  their  jots. 

Young  Glass  faced  a  classic  pre- 
dicament. In  Britain,  a  minor  in- 
dustrial dispute  can  easily  be  ex- 
panded to  involve  the  company  in 
an  emotional  television  spectacular. 
In  which  case  Mold's  problems 
could  well  spread  to  Essendine. 

Says  Glass:  "Headquarters, 
three  or  four  thousand  miles  away, 
must  find  it  hard  at  times  to  under- 
stand what  the  local  man  faces. 
The  manager  of  our  Italian  subsid- 
iary and  I  cry  on  each  other's  shoul- 
ders. He  has  a  different  problem: 
lots  of  short,  sharp  stoppages. 
Headquarters  has  to  have  a  lot  of 
faith  in  us." 

This  time  Glass  and  A-C  were 
lucky.  Gla*  talked  to  the  workers 
and  to  Bamfords.  By  sweetening 
the  licensing  deal  a  bit,  he  found, 
Bamfords  would  keep  the  Mold 
plant  open,  though  with  a  reduced 
force  making  nonfaiTn  products. 
The  local  union  leader,  a  soft-spo- 
ken lad  in  an  area  not  noted  for 
union   militancy,    said   he    was    in- 


G/ass  of  Allis-Chalmers 

terested  in  "getting  back  to  work. " 
So  the  threat  dissolved  like  mist. 

But  the  near-miss  left  a  residue 
of  wisdom,  in  the  foim  of  a  twin 
moral:  1)  A  company  venturing 
abroad  should  look  sharp  before 
committing  itself;  and  2)  when 
trouble  does  arise,  leave  its  han- 
dling to  the  man  on  the  spot.   ■ 


For  Sale:  Industrial  Sites  U.S.A. 

Last  year  S.  Stanley  Katz  helped 
to  bring  over  $1  billion  of  invest- 
ment by  foreign  companies  into  the 
U.S.  No,  Katz  is  not  a  latter-day 
Bernie  Cornfeld.  He  is  a  soft- 
spoken,  43-year-old  economist  who 
serves  as  Director  of  the  Office  of 
International  Investment  in  the  U.S. 
Department  of  Commerce. 

In  all  the  talk  about  U.S.  invest- 
ment abroad,  it  is  sometimes  over- 
looked that  some  foreign  compa- 
nies produce  in  the  U.S.  market. 
True,  U.S.  investment  abroad  has 
a  book  value  of  $84  billion  vs.  only 
$13  billion  for  foreign  investment 
ill  the  U.S.  But  the  direct  invest- 
ment from  abroad— brick-and-mor- 
tar  investment,  not  securities  or 
banking  transactions— has  been 
growing.  From  1950  to  1965  it  av- 
eraged less  than  $300  million  a 
year;  1)>  1970  it  had  ballooned  to 
$970  million;  last  year  it  cleared 
the  $l-i)illi()ii  mark  comfortably. 

Win-  has  it  been  growing?  Katz 
admits  that  he  has  seen  recent 
evidence  of  "u()rr>'  about  U.S.  eco- 
nomic isolationism,"  but  more  basi- 
cally he  feels   the  lime  has  come 


for  many  big  exporters  to  the  U.S. 
market  to  get  closer  to  it.  This  is 
Katz'  message  to  his  field  offices 
in  Paris  and  Brussels;  this  is  what 
he  told  a  Japanese  delegation  in 
Washington  last  month  to  inquire 
about  foreign  multinational  com- 
panies investing  in  the  U.S.  econ- 
omy. Katz'  response:  How  can  we 
help  you? 


Katz  of  Commerce 
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Which  is  ironic,  because  the 
Office  of  International  Investment 
was  opened  in  1963  more  as  a  sop 
to  European  fears  over  U.S.  domi- 
nance of  their  economies  than  any- 
thing else.  Katz,  who  came  to  the 
office  in  1967  from  the  World 
Bank,  says:  "We  told  the  Euro- 
peans, 'Don't  restrain  our  invest- 
ment, bring  yours  in.'  That  was  be- 
fore our  balance  of  payments  be- 
came troublesome."  Now  the  U.S. 
is  in  dead  earnest  about  inviting 
foreign  business  in.  It's  not  just  a 
question  of  their  initial  investment: 
The  size  of  the  U.S.  capital  market 
makes  it  more  attractive  for  the 
foreigners  to  do  most  of  their  fi- 
nancing here— incidentally  foiming 
a  relationship  with  local  banks. 
And  wherever  they  raise  their  mon- 
ey, says  Katz,  "The  biggest  gain 
comes  from  manufacturing  prod- 
ucts here  that  might  otherwise  have 
been  exported  to  the  U.S. " 

So  far,  the  major  foreign  inves- 
tors in  the  U.S.  have  been  Euro- 
pean. The  next  wave,  though,  is 
the  one  that  could  really  offset  im- 
ports in  a  big  way.  Now,  says 
Katz,  "The  Japanese  are  starting  to 
show  some  interest."  ■ 
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The  Funds 


Extra  for 
First  Class? 


The  1971  average  gain  for  all 
growth  funds  with  over  SlOO  mil- 
lion in  assets  was  22?.  How  about 
the  similar-sized  funds  tliat  charge 
performance  fees  rather  tlian  fixed 
management  fees?  Did  this  extra 
incentive  produce  results  for  inves- 
tors? Quite  the  contrary.  The  eight 
SlOO-million-plus  performance-fee 
funds  gained  just  18.8%.  Once 
again  the  skeptics,  who  warned 
that  "perfoiTTiance  fees"  would  be 
a  camouflage  for  higher  fees,  were 
right.  Thousands  of  small  investors 
paid  extra  fees  last  year  for  per- 
fonnance  which  on  average  was 
no  better,  and  in  some  cases  a  bit 
worse,  than  similar  funds  that 
hadn't  tacked  on  these  extras. 

Yet  the  number  of  performance- 
fee  funds  has  grown  from  four  in 
1965  to  over  100  today.  A  glance 
at  the  table  below  reveals  why.  Of 
the  eight  large  funds  that  charge 
these  extras,  six  will  pay  their  man- 
agement companies  more  than  the 
standard  fee  under  these  plans. 
Chemical  Fund,  Enteiprise  Fund 
and  Ivest  will  pay  an  extra  com- 
bined $1.2  million  for  last  year. 

Though  each  deal  differs.  Chem- 
ical Fund  shareholders,  for  exam- 
ple, pay  F.  Eberstadt  &  Co.  Inc.  a 


base  fee  of  .350%.  Based  on  Chem- 
ical Fund's  year-end  assets  of 
$622.5  million,  that  amounts  to 
S2.1  million.  However,  if  Chemical 
were  to  outperform  the  S&P  425 
by  one  to  three  percentage  points, 
Eberstadt  would  earn  a  .360%  fee, 
collecting  another  $100,000.  The 
scale  ranges  on  up  to  a  .400%  man- 
agement-fee limit  which  Eberstadt 
collects  if  Chemical  Fund  outper- 
forms the  S&P  425  by  more  than 
ten  percentage  points.  And  down 
to  .300%  ($1.8  million)  if  it  un- 
derperforms  the  index  by  ten  per- 
centage points  or  more.  (In  actual 
practice,  fees  are  calculated  on  a 
monthl)  or  quarterly  basis,  not  at 
year's  end,  so  that  the  dollar  figures 
above  are  slightly  difierent  from 
those  in  the  table  below. ) 

A  key  criticism  of  this  practice 
is  that  the  fund's  performance  is 
being  measured  against  conserva- 
tive market  measures  which  a  high- 
risk  fund  is  almost  sure  to  beat  in 
a  rising  market.  For  instance,  the 
Lipper  Index  of  all  growth  funds 
soared  20%  last  year.  But  as  their 
number-to-beat,  these  growth 
fluids  have  chosen  the  Dow  Jones 
industrial  average,  which  rose  6.1%, 
or  the  Standard  &  Poor's  average  of 
500  stocks  which  rose  10%. 

Even  so,  two  managements  still 
failed  to  score  on  their  performance 
fee.  Shareholders  Management 
Corp.  got  only  $25,000  extra  from 


Comstock  Fund.  It  did  beat  the 
DJI,  but  its  deal  is  that  it  must 
beat  the  best  of  the  three  popular 
indexes:  Dow  Jones,  S&P  500  or 
the  more  broadly  based  NYSE. 
Wellington  Management,  in  efl^^ect, 
paid  a  penalty  fee  to  Windsor 
Fund  shareholders,  because  it  uses 
the  S&P  500.  If  it  used  the  DJI,  it 
would  have  collected  a  bonus. 

In  fairness  to  the  Securities  & 
Exchange  Commission,  it  must  be 
reported  that  the  government 
agency  originally  opposed  perfor- 
mance fees.  Many  funds  had  de- 
vised plans  where  they  would  earn 
a  bonus  when  the  fund  went  up 
faster  than  the  averages,  but  pay 
no  penalty  when  it  went  down 
faster  than  the  averages.  Others 
would  change  their  fees  when  the 
going  got  bad.  Under  the  new  SEC 
rules,  the  potential  bonus  and 
penalty  must  be  the  same. 

Whatever  their  theoretical  value 
as  incentives,  the  simple  fact  seems 
to  be  that  performance  fees  are  no 
evident  spur  to  good  performance. 
But,  then,  why  should  they  be? 
Isn't  management  aheady  paid  to 
do  the  best  possible  job  for  its 
shareholders?  The  performance-fee 
funds  are  kind  of  saying  that  you 
have  to  pay  extia  if  you  want  to 
go  first  class.  But  isn't  the  whole 
idea  of  funds  that  everybody— big 
or  small,  rich  or  poor— is  supposed 
to  go  first  class?  ■ 


Bonus  Babies 

Why  are  incentive  fees  popular?  Because  management  companies  tend  to  make  more  money  on  them. 
Of  the  eight  $1 00-millionplus  mutual  funds,  most  earned  their  management  companies  a  bonus  in  1971 . 


Fund 


Assets 
(millions) 


Management 
Company 


Index 


1971  Performance-^  , 
Index  Fund 


%  Management  Fee ,,- 

Base        Minimum  Maximum 


1971  Fee 

Base  Bonus 

(Thousands) 


Chemical  Fund  $622.5  F.  Eberstadt  S&P  425  11.72%  20.95%  .350%  .300%  .400%  $1,882  $366 

Comstock  Fund  130.9  Stiareholders  Mgmt.            **  12.34  12.38  .600  .400  .800  546  25 

Dreyfus  Leverage  223.2  Dreyfus  Corp.  S&P  500  10.79  28.79  .750  .500  1.000  1,440  480t 

Enterprise  Fund  491.6  Shareholders  Mgmt.  S&P  500  10.79  23.69  .600*  .400  .800  2,043  518 


Industries  Trend 
Ivest  Fund 
Oppenheimer  Fund 
Windsor  Fund 


102.5  Funds,  Inc. 

327.9  Wellington  Mgmt. 

511.1  Oppenheimer  Mgmt. 

518.4  Wellington  Mgmt. 


DJIA  6.11 

DJIA  6.11 

S&P  500  10.79 

S&P  500  10.79 


17.52 

21.53 

18.46 

7.48 


.500  .400 

.500  .375 

.720*t  -470^: 

.425  .350 


.600 
.625 
.9701: 
.500 


402  251 

1,617  379 

2,958  808 

2,166  -(353) 


*•  Highest  performing  of  SiP  500,  DJI,  NYSE  Index.         t  Dreyfus  Corp.  did  nol  collect  bonus  becouse  it  reimbursed  Dreyfus  Leveroge  for  certain  expenses. 

•  Cose  percentage  varies  with  assets  under  management.  Figure  used  Is  for  year-end  1971  assets. 

t  Oppenheimer's  new  incentive  fee  is  effective  in  1974.  Percentage  figures  shown  ore  for  new  plan,  not  current  one. 
Source:  Arthur  Lipper  Corp.,  Forbes 
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Kurt  Ferris^ 
buys  stock  in 

500-share  lots. 


Why  should  he  want  a  broker  who's 

a  leader  in  handling  10,000-share  blocks? 


Kurt  Ferris  is  a  name  representing  substantial  inves- 
tors with  an  increasingly  typical  concern.  He's  seeking 
more  expert  advice  about  investments.  And  Kidder, 
Peabody's  big-block  importance  assures  him  we  have 
the  highly  sophisticated  skills  he  requires.  At  Kidder, 
Peabody  individual  investors  like  Mr.  Ferris  benefit 
from  those  skills  directly  ...  for  three  fundamental 
reasons. 

First,  because  our  typical  registered  representative 
works  with  both  substantial  individual  investors  and 
large  institutions.  Result:  he  serves  his  500-share 
customers  with  10,000-share  skills. 

Second,  because  our  representatives  serve  a  sur- 
prisingly small  number  of  customers  compared  to 
the  brokerage  industry.  They  do  this  so  that  they  can 
render  the  exacting  services  which  sophisticated  in- 


vestors . . .  500-share  or  10,000-share  . . .  want.  This  is 
our  company  policy.  We  insist  that  your  man  have 
the  time,  the  skills,  and  the  back-up  to  be  an  individ- 
ualist, helping  you  seek  the  achievement  of  your 
individual  investment  goals. 

Third,  because  Kidder,  Peabody  managed  a  larger 
total  of  public  and  private  corporate  financings  dur- 
ing the  past  decade  than  any  other  firm.  This  leader- 
ship is  not  only  a  mark  of  sophisticated  abilities.  It's 
a  distinct  advantage  when  you  want  knowledgeable 
evaluations  of  new  financings  coming  to  market. 

When  you  are  seeking  new  investment  ideas,  famil- ; 
iarize  yourself  with  our  professional  approach  to  se- : 
curity  selection.  Write  or  phone  for  our  latest  "Sum- 
mary of  Research  Recommendations."  It  may  help  | 
you  become  even  more  than  a  500-share  investor.] 


■■■■  Kidder,  Peabody 
H  C?  V>0«  INCORPORATED 
^H  fou„did  1865 

10  HANOVER  SQUARE  •  NEW  YORK,  N.Y.  10005 
Doilon  •  Philadelphia  •  Chicago  •  San  Francisco  •  Los  Angeles 
Atlanta  •  Dallas  and  22  other  cities  across  the  country 


The  Forbes  Index 
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145 

140 

135 

130 

125 

120 

115 

110 

105 

100 

95 

90 

85 

80 


Composed  of  the  (ollowmg: 
Proauction 

•  How  much  are  we  producing''  iFederal  Re- 
serve Board  Inde*  ot  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering'' 
(Depi  ot  Commerce  latest  three  months  new 
orders  oi  durable  goods  related  to  inventories  i 

•  How   intensively  are  we  building''  tOept    o< 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debf  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services''  IDept.  of  Commerce 


preliminary     ' 

DEC 105.6 

JAN.  106.8 

FEB 108.1 

__ MAR 109.8 

— APR 111.3 

• MAY    112.1 

JUNE        112.8 

—  JULY  113.9 

— AUG 115.2 

SEPT. 116.2 

—  OCT.  116.2 

— NOV.  117.7 

~—  DEC.  117.9 

_________         ___ _  j^^         ^p^gj^  jjgj 

service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S 
Dept.  of  Labor  initial  unemployment  claims) 


STOCK  ANALYSIS 

By  Heinz  H.  Biel 


'Chinese  Money' 


To  MAKE  IT  perfectly  dear  to  the 
reader,  the  heading  of  this  coKimn 
was  not  inspired  by  our  President's 
recent  visit  to  Peking.  Nor  does  it  im- 
ply that  the  mainland  Chinese,  whose 
existence  we  now  recognize  personally 
but  not  diplomatically,  have  become 
active  buyers  of  American  stocks.  If 
they  played  the  market  the  way  the 
Hong  Kong  Chinese  do,  our  stocks 
would  go  through  the  roof.  No, 
"Chinese  money,"  as  we  first  came  to 
know  it,  was  the  printed  paper- 
stocks,  warrants,  c-onvertibles,  etc.— 
that  was  used  in  one  form  or  another 
in  the  late  Si.xties  to  pay  for  conglom- 
eration, via  merger  or  acquisition. 
That  era  has  ended.  The  new  Chinese 
money,  vintage  1972,  is  of  far  superior 
quality.  It  is  real  money,  in  green  or 
in  bank  deposits.  It  is  Federal  Reserve 
money,  freshly  created  in  great  abun- 
dance, intended  to  get  the  economy 
back  into  high  gear  and  to  reduce  un- 
employment which,  percentagewise, 
is  probably  more  apparent  than  real. 

My  function  as  a  Forbes  columnist, 
as  I  have  seen  it  for  the  past  20-odd 
years,  is  to  be  an  observer,  a  com- 
mentator rather  than   a  critic   or  an 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Havenfield  Corp. 


advocate  of  specific  policies.  For  all  I 
know,  the  Federal  Reserve  Board's 
monetary  policy  of  recent  months  may 
be  reasonable  and  appropriate  under 
presently  prevailing  circumstances— at 
least  that  is  what  we  are  being  told.  I 
have  my  doubts.  But  how  can  a 
critic  legitimately  criticize  without 
knowing  all  the  facts?  In  any  event, 
the  bull  market  of  1972  is  being  fed 
by  Chinese  money  or,  as  my  old 
friend,  Lucien  Hooper,  has  called  it, 
"confetti."  Our  European  friends  seem 
to  question  its  quality. 

"Carpe  Diem" 

Horace  gave  this  profound  admoni- 
tion many  years  ago,  and  it  is  still 
valid.  What  he  meant  to  tell  his  con- 
temporaries can  best  be  translated  as 
"Make  hay  while  the  sun  shines." 
History  leaves  us  in  the  dark  as  to 
whether  Horace  was  thinking  of  a 
stock  market  investor's  behavior  in  a 
bull  market,  but  if  he  was,  his  ad- 
vice should  be  considered  pertinent 
and  sound.  This  is  indeed  the  time 
to  make  hay. 

Our  bull  market  is  now  in  full 
bloom.  The  Standard  &  Poor's  and  the 
NYSE  industrial  stock  indexes  have 
already  surpassed  all  previous  peaks. 


The  DJI  is  likely  to  follow  in  due 
course.  But,  as  we  are  enjoying  these 
happy  times,  we  must  keep  in  mind 
that  this  bull  market  will  be  two 
years  old  in  May. 

In  all  the  many  years  that  I  have 
been  dealing  with,  and  writing  for, 
investors,  1  have  always  had  the  feel- 
ing that  there  is  never  a  state  of  un- 
restrained happiness.  Obviously,  no 
one  enjoys  the  gradual  impoverish- 
ment that  characterizes  a  bear  mar- 
ket. The  temptation  to  throw  in  the 
towel  and  to  sell  at  the  bottom  be- 
comes almost  pathologically  compel- 
ling. Alright,  you  survive  the  bear 
market,  and  your  broker  or  your  ad- 
viser tells  you  to  become  once  again 
fully  invested  in  stocks,  perhaps  even 
on  margin.  By  the  time  you  have 
regained  the  necessary  degree  of  con- 
fidence and  get  back  into  the  stock 
market  with  both  feet,  half  the  fun 
may  be  over  already.  You  get  that 
uneasy  feeling  that  you  are  no  longer 
buying  bargains,  but  paying  rather 
full  prices.  And  then  you  start  worry- 
ing about  when  to  sell. 

Although  1  am  convinced  that  we 
will  see  significantly  higher  stock 
prices  in  the  months  ahead,  any  stock 
buyer  today  should  be  mentally  pre- 
pared to  accept  a  short-term  capital 
gain.  It  is  better  than  a  long-term  loss. 
Perhaps  I  am  too  cautious,  but  even 
with  Chinese  money  feeding  the  bull, 
I  wonder  whether  its  stamina  will  last 
for  another  six  months. 

All  the  stocks  we  would  like  to  own 
already  sell  at  prices  which,  mathe- 
matically, hardly  make  much  sense. 
However,  even  though  30,  40  or  60 
times  earnings  may  seem  too  rich  a 
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for  $25. 
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ILLUSTRATED^ 
ABOVE 


If  no  member  of  your  household 
has  had  a  subscription  to  Value  Line 
in  the  past  two  years,  you  may . . . 

get  this  l800-page 
Investors  Reference  Service! 
at  no  extra  cost  under  this 
special  introductory  trial  offer. 

For  only  $25,  about  half  the  regular  $49  quarterly  rate,  you'll  receive  all  the 
new  full-page  reports  to  be  issued  in  the  next  three  months  on  the  more  than 
1400  stocks  and  67  industries  regularly  monitored  by  The  Value  Line 
Investment  Survey. 

These  new  reports  will  update  and  replace  the  complete  set  of  reports 
on  all  1400  stocks  in  67  industries  already  filed  and  indexed  in  the  Investors 
Reference  Service  binders  which  you  will  have  received  as  a  bonus. 
Filing  takes  less  than  a  minute  a  week. 

In  effect,  you  will  receive  six  months  of  Value  Line  service  for  only  $25— 
the  latest  three  months  and  the  next  three  months.  (The  regular  annual 
rate  is  $189). 

This  special  introductory  trial  is  offered  to  new  subscribers  only  because  a 
large  percentage  of  those  who  once  try  Value  Line  for  three  months  elect  to 
continue  as  full  term  subscribers  at  standard  rates.  The  increase  in  circulation 
thus  effected  enables  us  to  provide  a  comprehensive  investment  survey 
to  existing  subscribers  at  a  much  lower  fee  than  would  be  required  with  a 
smaller  circulation. 

You'll  find  it  convenient  to  have  the  Investors  Reference  Service  at  your 
fingertips  whenever  you  need  facts  and  figures,  as  well  as  Value  Line's 
projected  performance  ratings,  on  more  than  1400  widely-held  stocks  in 
67  industries. 

You'll  also  get  analyses  and  forecasts  of  the  national  economy  and  the 
stock  market . . .  guidance  on  current  investment  policy . . .  plus  Value  Line's 
"Especially  Recommended  Stock  of  the  Week"  and  the  monthly 
"Special  Situation." 

To  take  advantage  of  this  special  introductory  offer  and  to  receive  the 
Investors  Reference  Service  as  a  bonus  in  addition  and  without  extra  charge, 
simply  fill  in  and  mail  the  coupon  below. 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St.,  New  York,  N.  Y.  10017 
D  Begin  my  13week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 

special  money-saving  rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 

The  Investors  Reference  Service.  I  have  enclosed  my  $25  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  any  subscriber. 
D  I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference  Service 

for  $189. 

If  dissatisfied  for  any  reason,  I  may  return  the  material  within  30  days  and  my  money 

will  be  refunded. 
n  Payment  signature 

enclosed 


1631 


n  Bill  me  for  $189. 
N.Y.  residents  please 
add  applicable  sales 
tax. 


NAMF  (please  print) 


ADDRESS 


CITY 


STATE 


ZIP 


^^  (No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent.)  ^ 
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price  to  pay,  it  will  probably  be  .quite 
profitable  not  to  buck  the  trend.  Bull 
market  euphoria  not  only  produces 
increasingly  optimistic  earnings  pro- 
jections, but  also  rising  multiples.  Ev- 
erybody forgets  that  stocks,  like  trees, 
don't  grow  into  the  sky. 

Of  course,  not  all  stocks  sell  at  fab- 
ulous multiples.  In  the  previous  issue 
I  mentioned  the  oils  and  electric  util- 
ities. They  are  most  reasonably  priced, 
but  in  the  present  market  climate 
.these  stocks  simply  lack  appeal. 

General  Motors  is  another  exam- 
ple of  a  fairly  priced  but  unwanted 
blue  chip.  It  will  probably  earn 
around  $7  a  share  this  year,  a  cur- 
rent price/ earnings  ratio  of  less  than 
12.  As  I  write  this  column,  GM  is 
selling  at  83,  precisely  the  price  of 
Genuine  Parts  on  which  I  commented 
a  few  months  ago  (Forbes,  Dec.  15, 
1971).  This  company,  a  major  distrib- 
utor of  automotive  replacement  parts, 
has  a  perfectly  beautiful  record  of 
steadily  rising  sales  and  per-share 
earnings  extending  well  over  20  years. 
GPC  may  earn  as  much  as  $2.50  a 
share  this  year,  a  new  record,  of 
course.  Now,  this  is  a  P/E  of  33. 
GM  pays  $3.40  for  a  4.1%  return; 
GPC  90  cents  for  1.1%.  This  huge  dif- 
ference in  relative  valuation  reflects 
the  professional  investors'  predilection 
for  sustained,  noncyclical  growth  and 
for  the  absence  of  the  multitude  of 
problems  that  face  GM. 

Good  Qualiiy 

Naturally,  there  is  also  a  middle 
ground,  good  companies  with  a  re- 
spectable rate  of  growth.  An  example 
is  Brockway  Glass  (28),  the  second- 
largest  maker  of  glass  containers.  This 
is  not  an  exciting  industry  like  com- 
puters or  soft  lenses,  but  it  is  a  solid 
bread-and-butter  business,  expanding 
gradually  and  without  violent  fluc- 
tuations. Brockway,  which  is  steadily 
increasing  its  share  of  the  market,  is 
competently  managed  and  conserva- 
tively capitalized.  Last  year  the  com- 
pany suffered  a  minor  earnings  set- 
back, from  $2.93  a  share  in  1970  to 
$2.71,  partly  as  a  result  of  a  tem- 
porally and  slight  decline  in  the  glass 
container  market,  and  partly  because 
newly  completed  facilities  were  not 
operating  at  full  capacity. 

It  is  expected  that  the  glass  con- 
tainer business  will  resume  its  normal 
growth  this  year,  which  has  averaged 
between  5%  and  6%  during  the  past 
decade.  Barring  unforeseeable  prob- 
lems, Brockway 's  earnings  should  rise 
to  a  new  peak,  somewhere  around  $3 
a  share.  In  my  opinion  this  good-qual- 
ity stock  is  conservatively  priced  at 
less  than  ten  times  probable  earnings. 
Dividends,  a  modest  72  cents  a  year, 
have  been  paid  since  1927.   ■ 
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BEFORE  YOU  BUY  OR  SELL 
ANY  "BIG  BOARD"  STOCK 
. . .  CONSULT  THIS 
AMAZING  BOOK 


Nowhere  else  can  you  find  so  much, 
so  fast,  for  so  little  about  the  per  share 
performance  of  every  single  big 
board  stock  over  the  past  12  years. 


Now  you  can  find  in  tieronds  the  price 
range  of  every  stock  listed  on  the  New- 
York  Stock  Exchange.  All  the  way  back 
to  January  1,  1960  and  right  up  to 
December  31,  1971. 

You  can  also  spot  every  dividend  paid, 
plus  any  and  all  stock  splits  ...  in  ad- 
dition to  each  year's  earnings,  as  avail- 
able up  to  press  date. 

A  Priceless  Gauge  of  Value 

This  12-year  Record  Book  is  not  a  sub- 
stitute for  judgment.  But  it  does  per- 
mit you  to  support  your  decisions  by 
showing  you  how  each  stock  you  are 
considering  has  performed  over  the 
years  in  each  key  department. 

Mutual  Funds  Too: 

The  Record  Book  also  gives  you  the  12- 
year  record  of  the  Leading  Mutual 
Funds,  including  CAPITAL  GAINS, 
INVESTMENT  INCOME,  NET 
ASSET  VALUE  AND  SALES 
CHARGES. 

■FINANCIAL  WORLD— - 

Dept.  FB-315, 17  Battery  Place,  New  York,  N.Y.  10004 

For  payment  enclosed  please  enter  ray  order  for: 

n  l-vear  subscription  to  the  4-part  service,  including  the  12-year  Record 
Book  and  the  current  "Factograph  Manual"— at  only  $28. 

n  6-months'  trial  subscription  to  FINANCIAL  WORLD'S  service  includ- 
ing the  •12-year  Record  Book'-all  for  S16.  (Note;  Does  not  include 
current  "'Factograph  Manual"). 

Copies  of  your  new  1960-1971  Stock  Record  Book  at  $2.75  each. 

Name 

Address 

City 


BUY  IT  for  only  $2.75  ...  OR  GET  IT  AS  A  BONUS 
WITH  THIS  SPECIAL  OFFER! 

It  will  come  to  you  with  a  subscription  to 
Financial  World  and  its  Comprehensive  In- 
vestment Service,  famous  for  70  years  the 
world  over. 

You  Get  All  These  Extras: 

Weekly  issues  of  FINANCIAL  WORLD, 
America's  pioneer  investment  guide.  Focused 
on  giving  you  sound  stock  values,  providing 
continuous  direction  on  hundreds  of  issues. 
Detailed  reports  on  selected  securities  .  .  . 
Company  and  industry  .surveys  .  .  .  Market 
outlook  .  .  .  Developing  trends  .  .  .  Supervised 
groups  of  issues  for  every  investment  goal  .  .  . 
Mutual  Fund  Department  .  .  .  Everything  to 
help  you  profit  in  any  kind  of  market. 

Our  current  "FACTOGRAPH  MANUAL". 
This  yearly  compendium  of  more  than  2,400 
stocks  gives  you  69,000  investment  facts.  Back- 
ground, 8  year  earnings  record,  stock  splits, 
price/earnings  ratios,  book  value,  future  growth 
and  earnings  prospects— good  and  bad! 

Monthly  updated  supplements  of  "INDE- 
PENDENT APPRAISALS"  of  up  to  1,900 
listed  stocks,  detailed  digests  of  prices,  earn- 
ings, dividends— plus  our  own  RATINGS  of 
investment  value.  (Similar  guides  would  cost 
up  to  $24  a  year. ) 

ADVICE-BY-MAIL  as  often  as  once  a  week 
—our  best  opinion  on  whether  to  buy,  sell,  hold 
any  listed  stock  you  inquire  about  that  in- 
terests you  at  the  particular  time.  ( Not  avail- 
able alone  at  any  price.) 


STOCK 
MCTOGRflPH 


State 

I  This  subscription  is  not  assignable.) 


Zip 


Take  Your  Choice  But  Act  Now! 

Only  one  edition  of  the  Stock  Record  is  published  each 
year  and  the  supply  is  limited.  So  whether  you  buy  the  new 
Stock  Record  Book  or  get  it  as  a  BONUS  with  a  subscrip- 
tion to  FINANCIAL  WORLD  and  its  Added  Services,  be 
sure  to  order  at  once.  Fill  out  and  mail  the  coupon  today  to 
assure  delivery  without  delay. 

Absolute  money-back  guarantee 
if  not  satisfied  within  30  days. 
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Seif-Employed 

Retirement  Plan 
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STEADMAN 
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Charles  W.  Steadman— financier,  economist, 
lawyer— called  the  turn  on  many  economic 
events  in  1971  with  his  then  privately 
circulated  newsletter.  He  called  the  devaluation 
of  the  dollar— first  on  a  defacto  basis, 
then  on  a  more  formal  basis. 

In  October,  Steadman  predicted:  A  GNP 
increase  of  over  $100  million  (above  the 
estimates  of  other  forecasters);  corporate 
profits  close  to  peak  levels;  increased 
consumer  spending. 

Order  this  monthly  letter  on  the  economy  now 
at  special  half-price  charter  subscription  rates. 

To  enter  subscription  send  check  for  $12  payable 
to  Steadman  Security  Corp.,  1730  K  Street", 
N.W.,  Washington,  D.C.  20006. 


AGING 

SCOTCH  WHISKY 

IN  THE  FORM  OF  A 

REGISTERED  SEX.   INVESTMENT  CONTRACT 

MAY  PRODUCE  INCOME  TAXABLE  AS 

CAPITAL  GAINS 

MARCH  1972  SELLING  PRICES 

1964   FALL  GRAIN    $1.30  per  gallon 

1963  FALL  GRAIN    $1.43  per  gallon 

1962   FALL  GRAIN    $1.69  per  gallon 

1961   FALL  GRAIN    $3.64  pet  gallon 

1960  FALL  GRAIN    $5.20  per  gallon 

I*rice9  anil  iupjilUt  nuhiect  to  change  without  notire. 
This  commodity  staple  Is  traded  in  dollars, 
sterling  or  other  currencies— minimum  $2400 
—and  is  not  subject  to  interest  equalisation 
fax. 

l*Jenne  scti'l  lor  Pronpertut 

ACCRUED  EQUITIES,  INC. 

(Since  1^j54) 

Write  F.  H.  Schoenwald 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


Rising  Earnings,  A  Rising  IVIarl^et 


If  you  i.MVEST  in  common  stocks  and 
believe— correctly,  in  my  opinion— that 
it  is  helpful  to  form  an  idea  where 
the  overall  stock  price  movement  is 
headed,  all  you  really  have  to  know 
is  whether  you're  in  a  bull  market  or 
in  a  bear  market  and  roughly  where 
you  are  in  either  the  one  or  the  other. 
In  my  experience,  this  is  not  an  im- 
possible task. 

Basically,  you  need  to  know  what 
the  trend  of  corporate  profits  and  the 
trend  of  the  money  supply  are  likely 
to  be.  The  prospect  of  rising  earnings 
tends  to  make  for  higher  stock  prices, 
while  an  expanding  money  supply 
tends  to  support  rising  price/ earnings 
ratios.  When  both  trends  point  up- 
ward, as  they  seem  to  be  doing  now 
( and  as,  on  the  whole,  they  have  been 
doing  since  mid-1970),  you  have  the 
essential  prerequisites  for  an  ongoing 
bull  market.  If  both  point  down,  as 
they  did  in  1969  and,  seemingly,  dur- 
ing the  spring  of  1970,  you  have  the 
makings  of  a  bear  market.  I'm  not 
trying  to  lay  down  an  immutable  stock 
market  law,  but  that's  the  way  things 
have  been  working  for  many  years 
now,  and  I  wouldn't  be  surprised  if 
they  continued  working  this  way  in 
the  years  ahead. 

The  Trend  Structure 

The  problem  of  orienting  yourself 
within  a  bull  or  bear  market  is  a  bit 
more  perplexing,  but  it  can  be  coped 
with,  too.  As  I  see  it,  the  overall  trend 
of  stock  prices  tends  to  evolve,  very 
broadly  speaking,  along  quite  charac- 
teristic lines— it  has  "shape."  This 
shape  is  imparted  to  it  by  the  reac- 
tions which  occur  from  time  to  time 
and  produce  the  zigzags  you  can  ob- 
serve on  any  chart  during  virtually 
any  time  period,  whether  it  spans 
weeks  or  months  or  years.  Small,  brief 
reactions  can  be  regarded  as  correct- 
ing a  temporarily  excessive  price  swing 
of  the  immediately  preceding,  relative- 
ly short-term  trend;  larger  reactions 
as  correcting  the  excessive  advance  or 
decline  of  the  prior  longer-term  trend. 
In  other  words,  the  extent  and  dura- 
tion of  a  reaction  can  help  in  rec- 
ognizing the  trend  magnitude  of  the 
immediately  preceding  segment  of  the 
overall  price  movement. 

Mr.  Schuiz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 


Unfortunately,  although  a  great 
many  people  have  practiced  technical 
■ajialysis  for  a  great  many  years,  we 
do  not  have  anything  like  a  generally 
accepted  definition  of  trend  magni- 
tudes. Drawing,  in  essence,  on  Dow 
Theory  notions  formulated  some  70 
years  ago,  we  talk  about  minor,  inter- 
mediate and  major  trends.  These  are 
commonly  defined  as  lasting,  respec- 
tively, several  days  to  several  weeks; 
several  weeks  to  several  months;  and 
several  months  to  several  years.  Ob- 
viously, these  definitions  are  a  little 
too  vague  for  practical  purposes. 

Major  Correcfi'ons 

The  long-term  record  suggests  that 
they  can  be  sharpened  up  a  bit. 
Thus,  in  terms  of  the  DJ  industrials 
(and  also  in  terms  of  broader-based 
major  price  indices),  it's  possible  to 
say  that  a  minor  trend  "normally"  in- 
volves a  37c-5%  price  change;  an  inter- 
mediate trend,  7%-15%;  and  a  major 
trend,  anything  over  20%-25%.  Because 
of  the  U.S.  economy's  secular  bias  in 
favor  of  expansion,  upswings  in  the 
several  trend  magnitudes  have  tended 
to  reach  or  exceed  the  upper  end  of 
these  percentage  ranges,  while  down- 
swings have  often  missed  the  lower 
end.  (The  Dow's  roughly  35%  bear- 
market  loss  of  1969-70  can  be  viewed 
as  reflecting  doubts  about  the  U.S. 
economy's  ability  to  continue  growing 
at  a  satisfactory  long-term  rate  and 
concern  over  the  decline  in  corporate 
earnings  from  a  1966  all-time  liigh. ) 

Now,  in  my  concept  of  the  overall 
trend  structure,  intermediate  trends 
are  corrected  by  minor-trend  reactions, 
and  major  trends  by  intermediate- 
trend  reactions.  But  what  about  down- 
trends that  obviously  exceed  inter- 
mediate-trend dimensions?  Why,  these 
must  be  major  trends  that  correct  prior 
advances  of  greater  than  major-trend 
magnitude.  If  so,  a  bull  market,  cor- 
rected by  a  subsequent  major  down- 
trend, should  logically  be  regarded 
as  consisting  of  more  than  one  major 
uptrend— two  or  three  upward  "legs," 
each  gaining  much  more  than  the 
7%-15%  characteristic  of  intermediate 
uptrends  and  also  lasting  more  than 
"several  months." 

If  you  examine  the  annals  of  market 
history,  you  will  find  that  this  view, 
applied  with  some  elasticity,  will  place 
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most  fluctuations  of  the  overall  price 
movement  (and  of  many  individual 
stocks)  in  a  very  useful  perspective. 
If  you  are  wiUing  to  go  one  step  fur- 
ther still,  you  can  look  on  the  1969-70 
bear  market  as  a  huge  reaction  that 
corrected  the  sequence  of  several 
bull  markets  which  carried  the  Dow 
Jones  industrials  from  160  in  1949  to 
about  1000  in  1966-68. 

By  these  standards,  it  should  be 
reasonably  clear  that  the  overall  price 
movement  which  has  evolved  since 
the  1970  bear-market  low  is  part  of  a 
bull  market.  The  first  major  uptrend 
of  this  bull  market  was  apparently 
completed,  near  Dow  960,  in  April 
1971.  Having  rolled  up  an  exception- 
ally large  percentage  gain,  it  was  cor- 
rected by  a  larger  than  usual  inter- 
mediate downtrend,  which  ended  near 
Dow  790  just  before  Thanksgiving. 

Since  then,  a  second  major-uptrend 
phase  seems  to  have  been  in  progress. 
As  such,  it  should  carry  the  Dow  well 
beyond  the  first  major  trend's  peak. 
This  hypothesis  is  supported  by  the 
fact  that  broad-based  price  indices 
(e.g.,  the  Standard  &  Poor's  indus- 
trials and  the  NYSE  all-common-stock 
composite)  early  this  month  were  al- 
ready above  their  respective  1971 
highs.  Meanwhile,  it  also  seems  clear 
enough  that  the  current  major  up- 
trend's first  intermediate-trend  ad- 
vance was  completed  around  mid- 
January  near  Dow  925  and  that,  after 
a  minor-trend  reaction  amounting  to 
barely  more  than  4%,  a  second  inter- 
mediate-uptrend pha.se  began  to  un- 
fold in  the  final  week  of  January. 

1 100— and  Beyond? 

Given  the  general  market  strength 
reflected  by  the  relatively  greater  ad- 
vance of  the  broad-based  indices— in 
my  opinion,  attributable  largely  to 
rising  money  growth  combined  with 
improving  earnings  prospects— I  think 
it's  fair  to  assume  that  this  second  in- 
termediate uptrend  will  continue  un- 
til the  Dow  has  climbed  into  the  up- 
per 900s  and  that  it  will  then  be 
subject  to  a  possible  3%-o%  minor 
.  downtrend.  Once  that  reaction  has  run 
its  course,  a  third  intermediate  up- 
trend could— should— carry  the  Dow 
toward,  possibly  beyond,  1100  and  so 
presumably  complete  the  bull  mar- 
ket's second  major  uptrend.  Until  then, 
I  suspect,  the  risk  of  7%-15%  inter- 
mediate-trend reaction  could  remain 
relatively  slight. 

Thereafter,  the  longer-range  ques- 
tion would  be,  can  the  1970-7?  bull 
market  proceed  to  generate  a  third 
major-uptrend  phase?  I  have  an  idea 
the  answer  will  be  yes— provided,  of 
course,  earnings  and  monetary  pros- 
pects continue  to  look  favorable  after 
Election  Day.   ■ 
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More  than 
400  charts 


Just  off  the  Press . . . 
The  March  1972 
CONVERTIBLE 

BOND 
CHART  BOOK 

Interested  in  the  market  for 
Convertible  Bonds?  This 
comprehensive  nev«  March 
1972  Edition  ot  the  CON- 
VERTIBLE BOND  CHART 
BOOK  should  prove  to  be  invaluable  for  comparing 
and  evaluating  virtually  every  listed  issue— plus  most 
of  the  leading  OTC  issues— over  400  easytoread 
charts  in  all. 

Each  chart  includes  prica  action  of  the  bond  and 
common  stock  over  the  past  4  or  5  years,  plus  "Con- 
version Value  Finder"  v»hich  shows  relationship  of 
bond  price  to  value  of  underlying  equity,  so  you  can 
see  at  a  glance  the  bond's  premium  over  conversion 
value.  Other  basic  facts  include  conversion  terms, 
call  data,  amount  of  issua,  interest  rate  &  date, 
historical  price  ranges,  company  business. 
SPECIAL  BONUS:  This  unusual  new  book  regularly 
sells  for  $15,  but  you  may  have  a  copy  without 
charge— as  a  Bonus— with  a  trial  subscription  to  the 
Kalb,  Voorhis  CONVERTIBLE  FACT  FINDER-4  weeks 
for  only  $10.  This  newly  expanded  service  now  com- 
puter-processes over  1100  Convertible  Bonds,  Pre- 
ferreds  and  Warrants  each  week— to  keep  you  up-to- 
date  on  important  developments  In  the  volatile  mar- 
ket for  convertibles.  Use  coupon  below  to  start  your 
trial  with  the  very  next  issue,  which  may  help  you 
pinpoint  unusual  opportunities  to  enhance  your  in- 
vestment interest  in  the  critical  weeks  ahead. 

KALB.  VOORHIS  &  CO.,  Dept.  F-12 

27  William  Street,  New  York,  N.Y.  10005 

Please   enter   4-week   trial   to   the    KV   CON- 
VERTIBLE FACT  FINDER,  including  Convert- 
ible Bond  Chart  Book  as  my  Bonus. 
ni  enclose  $10  payment  in  full.  D  Bill  me. 
PRINT 
Name 

Address 

City State Zip 

Member;  N.Y.  Stock  Exchange  Inc./Amer.  Stock  Exch. 


3,250  Stocks 
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and  Charted 

•  3,250  Issues  tabulated,  up  to  48 
columns  of  information  and  a  chart  on 
each  Issue.  Vital  financial  facts.  Rela- 
tive Price  and  Trend  to  AAarket  fig- 
ures for  each  issue  •  Six  Price  and 
Volume  rankings  that  show  you  where 
the  action  is.  Full  NASDAQ  listings. 
Price  and  Volume  •  Industry  action 
tables,  plus  charts  •  NYSE  Converti- 
ble and  Straight  Interest  Bonds,  with 
major  calculations  performed  for 
you. 

You  have  to  see  it  to  believe  it,  but 
once  you've  seen  and  used  it  as  it 
should  be  used,  you  won't  be  without 
it.  Now  you  can  try  it  for  only  $3.50  for 
four  weeks.  Full  annual  introductory 
offer,  $50. 
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Looking  for 

a  no-load 

growth  fund? 

We  might  have  one  to  match  your  specific 
investment  goals. 

1.  The  Edie  Special  Growth  Fund 
seeks  capital  appreciation  through  in- 
vestment in  small  companies  which  it 
considers  attractive. 

2.  The  Edie  Special  Institutional  Fund 
has  similar  objectives  but  is  managed  for 
institutions  and  investors  exempt  from 
Federal  income  taxation.  Keogh  and  cor- 
porate master  pension  and  profit  sharing 
plans  will  be  available. 

For  a  copy  of  either  prospectus,  mail 
the  coupon  or  call  (212)  697-8900. 

To:  Mr.  F.  C.  McLaughlin.  Edie  Fund  Sales,  Inc. 

Dept.F-2 

P.O.  Box  333,  Wall  Street  Station,  N.Y.,  N.Y.  10005 

Please  send  a  copy  of  the  prospectus  for 

O  Edie  Special  Growth  Fund,  Inc. 

D  Edie  Special  Institutional  Fund,  Inc. 

Mr. 

Mrs. 

Miss  , 


Address_ 

City: 

Slate  


-Zip 


H 


I  Sponaoredby 

Lionel  D.  Edie  &  Company,  Inc. 

Investment  Counaelors  ■  Economic  Consultant! 


How  to  place 
your  portfolio 

under  investment 
management 
starting  with 

as  little  as  $5,000 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
investment  goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000-on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 10-year  "performance  record. "and  how 
it  may  help  you  now,  simply  write  Dept.R-76 

THE  Danforth  Associates 
Wellesley  hills,  Mass.,  U.S.A.  oai8i 

Investment  Management    .    incorporated  1936 


WALL  STREET  VIEW 

By  Robert  Stovall 


Perpetual  Options  /// 


That  hope  which  springs  eternal 
within  the  human  breast— as  expressed 
in  Casey  at  the  Bat  and  long  before 
it— applies  to  all  aspects  of  the  human 
game.  Market  participants  who  have 
had  more  strikeouts,  pop-ups  and 
loud  fouls  than  they  care  to  remem- 
ber are  swinging  from  the  heels,  try- 
ing to  belt  the  long  ball.  The  stock 
market  is  still  banking  on  a  big  and 
prosperous  business  year  in  1972.  Al- 
though a  general  tone  of  caution  has 
typified  most  comments  on  the  first 
quarter,  many  of  the  portents  are  good. 
In  fact,  through  the  first  week  in 
March,  stocks  had  gained  ground  for 
15  weeks  in  a  row  as  measured  by  the 
New  York  Stock  Exchange  average. 
Nurtured  by  hope,  reinforced  by  per- 
formance here  and  there,  the  perpet- 
ual option  ideas  which  have  sprinkled 
my  last  two  columns  have  given  me 
the  courage  to  add  some  candidates 
to  my  capital  gain /recovery  lineup. 

Among  our  perpetual  options  of  Feb. 
15  and  Mar.  1,  we  have  already  seen 
the  copper  stocks  benefit  from  price 
increases,  which  had  the  expected 
felicitous  impact  on  these  highly 
leveraged  shares;  the  first  meaningful 
gas  find  in  the  Arctic  islands  of  Cana- 
da has  been  announced  with  predict- 
able results  on  the  shares  of  com- 
panies operating  in  the  area,  and  there 
is  increased  hope  that  the  depressed 
retailing  issues  of  recent  vintage  will 
recapture  their  lost  merchandising 
skills  in  the  1972  environment.  All 
this  gives  one  the  courage  to  venture 
even  further  into  this  frankly  gamey 
endeavor.  For  example: 

A  managerial  device  as  old  as  the 
Wharton  School's  curriculum  is  the 
opportunistic  write-off  policies  of  new 
management.  Leesona  Corp.  (LSO- 
15)  saw  sales  decfine  18%  last  year 
to  $66  million.  The  shrinkage  was  at- 
tributed mainly  to  the  worldwide 
slump  in  orders  for  capital  goods  and 
specifically  in  the  specialized  textile 
machinery  for  which  Leesona  has 
long  been  famous.  But  cost  reduction 
programs  have  reduced  Leesona's 
breakeven  point  by  about  one-third. 
Operations  in  1971  would  have  been 
profitable,  but  management  elimi- 
nated unprofitable  and  obsolete  pro- 
duct   lines    and    increased     reserves 


Mr.  Stovall  is  a  vice  president  of  the  NYSE  firm  of 
Reynolds  Securities  Inc. 


against  future  write-offs.  Long  iden- 
tified with  fuel  cell  and  metal/air- 
b.attery  activities,  Leesona  has  a  num- 
ber of  licensees  for  its  high-energy, 
low-pollution  power  sources.  In  sum, 
Leesona  seems  positioned  to  take  ad- 
vantage of  its  improved  efficiency,  and 
the  general  expectations  that  capital 
spending  will  improve  by  11%  to  12% 
in  1972.  Results  for  1972  should  ex- 
ceed the  91  cents  a  share  earned  in 
1970,  compared  with  die  loss  of  $1.73 
a  share  reported  for  1971. 

A  Dividend-Paying  Option 

When  a  management  unexpectedly 
resumes  a  suspended  quarterly  divi- 
dend (20  cents,  in  this  case),  that's 
news;  particularly  so  when  the  stock 
is  selling  for  approximately  one-half 
of  book  value  and  at  about  40%  of  its 
high  price  in  recent  years  and  repre- 
sents a  leveraged  call  on  the  second 
largest  factor  in  its  industry.  Holly 
Sugar  (HLY-16)  is  just  that  kind  of 
situation,  being  the  second-largest 
beet  sugar  producer  in  the  U.S.  The 
beet  sugar  industry  has  been  a  direct 
beneficiary  of  recurring  port  strikes, 
which  have  made  the  cane  sugar  re- 
finers a  less  reliable  source  of  this 
ubiquitous  commodity  in  the  eyes  of 
many  industrial  sugar  users.  Holly 
has  had  earning  power  in  excess  of 
$5  a  share  for  several  years  over  the 
past  decade  and  paid  generous  cash 
dividends  from  1941  through  1971. 
With  beet  shortages  less  acute,  the 
final  figures  emanating  for  fiscal  1972 
should  look  good;  the  fiscal  year  ends 
this  month.  A  look  at  the  record 
should  be  enough  to  give  this  com- 
pany appeal  as  a  quarterly-dividend- 
paying  perpetual  option. 

Many  investors  were  visibly  shaken 
when  National  Cash  Register  (NCR- 
33),  the  second-largest  company  in 
the  office  equipment  industry,  reduced 
its  quarterly  payout  to  10  cents  a  share 
from  18  cents,  concurrent  with  ad- 
mitting to  a  fourth-quarter  1971  loss 
of  $15.7  million.  A  16-week  strike  at 
a  major  plant  plus  $17  million  in 
write-offs  hurt.  Without  the  write-offs. 
National  Cash  would  have  shown  a 
tiny  profit.  Still,  NCR  had  total  reve- 
nues last  year  of  $1.5  billion  and  en- 
joyed the  highest  rate  of  incoming 
orders  of  any  previous  year,  with 
specially  strong  results   in   the   three 
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months  ended  in  December.  The 
largely  mature  product  line  is  being 
strengthened  by  a  ver\  active  pace  of 
new  product  introduction.  This  stock 
sold  for  86  a  share  as  recently  as 
1970.  Past  achievements  are  no  true 
benchmark  of  future  performance,  but 
there  seems  to  be  a  better  than  av- 
erage chance  that  this  wounded  blue 
chip  can  regain  at  least  a  measure  of 
its  former  status. 

Beer  &  Pepsi-Cola 

Soft-drink  syrup  makers  and  bot- 
tlers ha\e  been  consistent  growth  per- 
fonmers.  The  largest  independent 
Pepsi-Cola  bottler  in  the  world  and 
an  important  factor  in  other  soft  drink 
endeavors  is  Rheingold  Corp.  (RG- 
2.5),  its  expanding  activities  in  non- 
alcoholic beverages  obscured  by  its 
name  and  its  involvement  in  brewing 
and  marketing  beer.  Early  this  quar- 
ter, Rheingold  joined  the  ranks  of 
Disney  World  peripheral  companies 
by  acquiring,  for  cash,  exclusive  fran- 
chises to  produce  and  sell  Pepsi-Cola, 
Dr  Pepper  and  Seven-Up  in  a  com- 
bined 15-county  franchise  territory 
comprising  more  than  80"?  of  central 
Florida,  including  the  giant  recrea- 
tional center.  Port  strikes  hampered 
Rheingold's  operations  in  Mexico  and 
Puerto  Rico,  and  the  new  Florida 
franchises  will  require  some  capital 
investment  to  bring  their  efficiency  up 
to  company  requirements.  Earnings 
increases  over  last  year's  $1.22  per 
share  should  begin  showing  up  later 
on  this  year,  however.  The  shares 
are  at  the  lower  end  of  their  range 
of  the  last  three  years  and  do  not  as 
yet  reflect  a  soft-drink  bottling  image. 

Following  the  lead  of  Mickey 
Mouse,  the  elephants,  jungle  cats  and 
other  attractions  of  Ringling  Bros., 
Barnum  &  Bailey  will  be  housed  in  a 
S50-million  family-entertainment  com- 
plex to  be  built  ten  miles  from  the 
Disney  World  development  in  central 
Florida.  All  companies  adding  to  the 
infrastructure  of  this  area  greeted  the 
news  enthusiastically,  as  did  their 
shareholders.  Florida  Gas  (FLG-23) 
is  an  unusual  perpetual  option,  in  that 
it  is  a  utility  selling  at  a  25%  discount 
from  its  1971  high,  yet  possessing  in 
recent  years  a  strong  secular  growth 
trend  in  per-share  earnings,  a  steadily 
rising  dividend  payout  and  a  sub- 
stantial land-play  in  the  Orlando- 
Disney  World  area.  Short  of  gas,  like 
most  suppliers  to  the  retail  market, 
Florida  Gas  has  its  own  exploration 
and  production  affiliate  actively  par- 
ticipating in  offshore  Louisiana  and 
Texas  fields  and  in  southern  Louisi- 
ana. A  rather  conservative  perpetual 
option,  Florida  Gas  nonetheless  pre- 
sents a  several-faceted  investment 
opportunity.  ■ 


NOW-comprehensive  Advance  Reports  on  all... 

New  Issues 

covering  every  company  planning  to  "go  public" 
with  an  initial  offering  of  SEC- registered  stock 


New  issues  are  among  the  most  volatile  of  all 
securities,  as  illustrated  in  the  table  below  (updated  to 
2/9/72)  showing  the  biggest  price  changes  among  new 
issues  offered  since  December  I,  1970. 


BIGGEST 
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PRICE 

BIGGEST 

DATE 

PRICE 

GAINERS 

OFFRD 

CHANGE 

LOSERS 

OFFRD 

CHANGE 

Pkcwii  Ind 

09/71 

•J25X 

Bouibon  Si 

03/71 

-03% 

Fnadiy  lab 

1X^71 

•000% 

Yoikln  F  .bi 

01/71 

-79-4 

Rf.i09flphic 

03/71 

•550)4 

Pinten  &  Co 

09/71 

-77% 

HtiUki  Bi0 

08/71 

•509X 

Helen  Tiov 

06/71 

-76% 

Eltctra  OenI 
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•320% 

Nail  W  Mob 

01/71 

-75% 

C.p<l..n 

04/71 

•327% 

Jama  Pfdctn 

01/71 

-75% 

FoM  Inc 

12/70 

•312% 

Meliomoduir 

06/71 

-75% 

Oritniuci 

07/71 

•310% 

Galaiy  Cip 

10/71 

-75% 

Waimui  Intf 

am 

•300% 

Commnd  Hcl. 

12/70 

-71% 

Mwh  IV  Hms 

OS/71 

•279% 

Dubor  Modul 

12/70 

-70% 

Mytfi  tndi 

09/71 

•275% 

Land  0  Fab 

07/71 

-69% 

Hickart  Film 

09/71 

•2t0% 

Electftc  Ret 

02/71 

-65% 

Suit  t  Ak 

09/71 

•206% 

Medicbch 

03/71 

-65% 

Ltnnif  Cat. 

11/71 

•264% 

Land  1,  Le.l 

06/71 

-61% 

W.IUII  HJ 

06/71 

•261 X 

Man  Oaign 

12/70 

-64% 

In  view  of  the  often  spcctamlar  pni.e  jLli.' I  n  i  nHe 
wonder  that  this  special  market  hos  long  I  it.i  rulilkd 
by  rumors  of  what's  "hot"  and  what's  not-particu- 
iarly  since  facts  have  been  hard  to  come  by  in  a  form 
convenient  for  investors  who  wish  to  keep  up  with  the 
flock  of  companies  continually  "going  public." 
NOW,  the  sahent  facts  you  need  to  "screen"  any  or  all 
new  issues  can  be  right  at  your  fingertips,  thanks  to  a 
landmark  undertaking  in  financial  research  and  pub- 
Ushing-NEW  ISSUE  OUTLOOK  (averaging  24  pages 
weekly  of  in-depth  data). 

We  invite  you  to  examine  NEW  ISSUE  OUTLOOK 
entirely  at  our  risk -to  see  for  yourself  why  it  has  won 
such  a  wide  reputation  among  top  investment  profes- 
sionals as  THE  instant-reference  source  on  all  com- 
panies planning  to  make  initial  public  offerings  of 
SEC-rcgislered  stock.  (We  expect  to  report  on  close  to 
1.000  such  new  issues  in  the  next  12  months  alone.) 

ADVANCE  INFORMATION 

NEW  ISSUE  OUTLOOK  gives  you  authoritative  and 
objective  fact-filled  individual  reports  (many  of  them 
comprehensive  two-pagers)  on  each  and  every  com- 
pany getting  ready  to  "go  public"-usually  well  ahead 
of  the  dale  the  securities  are  to  be  offered  for  sale  to 
the  public  Partial  contents  of  each  two-page  Advance 
Report: 

WHAT  THE  COMPANY  DOES:  a  thorough  report  on 
lis  activities,  the  fields  in  which  it  now  operates  or 
plans  to  move,  plus  a  brief  history  of  its  inception  and 
development  to  date. 

CUSTOMERS    AND    COMPETITION:    the    primary 
markets  for  the  company's  products  or  services,  the 
nature  of  the  competition  it  faces. 
OFFICERS  AND  DIRECTORS:  what  they  arc  as  well 


as   who   they   are,  their  backgrounds,  remuneration, 

other  company  affiUations. 

PRINCIPAL    STOCKHOLDERS:    their    names,    the 

number  of  shares  and  percentage  of  total  each  now 

owns  and  will  own  after  the  offering. 

USE  OF  NEW  MONEY:  how  the  company  will  deploy 

the  funds  generated  by   the  offering  (allocation  for 

research,  debt  retirement,  etc.) 

Plus  a  great   deal   more,  including  a  comprehensive 

INCOME  STATEMENT  covering  five  full  years  (less 

for    newer    companies),    and    a    detailed    BALANCE 

SHEET 

PLUS  FULL  TRADING  ACTION 

In  addition -because  the  greatest  profit/loss  potential 
in  many  new  issues  may  occur  well  after  the  initial 
offering-NEW  ISSUE  OUTLOOK  also  keeps  you 
up-to-date  every  week  with  a  full-scale  8-page  Com- 
puter Report  on  the  post-offering  price  behavior-or 
"after-market"-in  each  of  the  417  most  recently 
offered  new  issues  ...  from  date  of  offering  right  up  to 
present. 

This  weekly  special-data  report-the  first  and  only  of 
its  kind-shows  for  each  stock  (a)  offering  price  and 
date  (bl  latest  price,  (cl  dollar  and  percentage  change 
from  preceding  week  and  from  offering  price,  (dl 
4-week  and  12-week  moving-average  prices,  (el  current 
market  value  of  all  shares  outstanding  and  of  the 
"float"  (shares  offered  publicly),  and  (fl  very  latest 
available  12-monlh  per-share  earnings  and  P/E  ratio. 
The  computer  also  segregates  the  25  biggest  gainers 
and  losers  in  four  key  price-movement  categories. 

50%  SAVING-NO  RISK 

If  you  think  NEW  ISSUE  OUTLOOK  might  be  for 
you,  we  invite  you  to  try  it  entirely  at  our  risk.  If 
you're  not  thoroughly  satisfied,  return  the  material 
within  30  days  for  a  prompt  refund  of  the  money  you 
paid.  This  invitation  also  gives  you  a  full  50%rOff  cash 
saving  from  the  usual  per-copy  rate.  To  take  advan- 
tage, use  the  coupon  today. 

NEW  ISSUE  OUTLOOK 

14  Maiden  Lane,  New  York,  N.Y.  10038 

Please  enter  my  four-week  Guest  Subscrip- 
tion   to    NEW    ISSUE   OUTLOOK -with 
30day  full  money-back  guarantee.  I  enclose  $10, 

Name 


i    Address  - 
!   City 


SUte- 


Zip  . 


I    (Subscription  not  assignable  without  consent)     pB-SO 


Public  Service  Electric  and  Gas  Company 


QUARTERLY  DIVIDENDS 
The  Board  of  Directors  has  de- 
clared the  following  dividends  for 
the  quarter  ending  IVIarch  31,  1972: 

Dividend 
Class  of  Stocit    Per  Share 

Common     $  .41 


$1.40  Dividend 

Preference  Common 

$  .35 

Cumulative  Preferred 

4.08%  Series 

$1.02 

4.18%  Series 

1.045 

4.30%  Series 

1.075 

5.05%  Series 

1.2625 

5.28%  Series 

1.32 

6.80%  Series 

1.70 

7.40%  Series 

1.85 

9.62%  Series 

2.405 

All  dividends  are  payable  on  or  be- 
fore l\/larch  30, 1972  to  stockholders 
of  record  February  29,  1972. 

MALCOLM  CARRINGTON,  JR. 
Vice-President  and  Secretary 
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GROWTH  INDUSTRY  SHARES 

a  no-load 
mutual  fund 

Investment  adviser 
William  Blair  &  Company 


For  GIS  prospectus 

mail  coupon  or  phone  (312)  346-4830 


Growth  Industry  Shares,  Inc.  Rm.  2903 
135  S.  LiSallc  St.,  Chicago,  IL  60603 


I 
I 

L 


City_ 


-Zip- 


I 
I 
I 
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Jf^^t  Investments  Geared  to  America's  Future 

^Johnston 

Mutual  fVind 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available  (KeoghAct) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund,  Inc. 
460  Park  Ave.,  N.Y.C.  10022    Dept.  C 
Phone:  (212)  679-2700 


NAME 


ADDRESS . 


Your  Fair  Share 
Shows  You  Care 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Selective  Situations 


In  my  opinion,  the  financial  page  de- 
bate regarding  interest  rate  trends 
and  the  international  position  of  the 
dollar  tends  to  overlook  one  significant 
point:  Phase  2  is  working.  Inflation- 
ary expectations  have  been  reduced, 
and  previous  fears  regarding  a  prof- 
it margin  squeeze  are  being  dispelled. 
True,  the  peak  of  the  Federal  Re- 
serve Board's  most  obvious  efforts  to 
accommodate  national  economic  pol- 
icy may  have  passed.  But  some  equal- 
ly important  underlying  facts  remain. 
We  are  still  enjoying  one  of  the  most 
dramatic  changes  in  bank  money  rates 
in  history.  After  holding  steady  for  al- 
most six  months,  the  nation's  money 
supply  is  now  increasing— and  money 
is  what  makes  the  mare  go.  Compen- 
sation can  even  be  found  for  the  wide- 
ly anticipated  increase  in  short-term 
money  rates  since  that  would  strength- 
en the  international  position  of  the 
dollar,  and  this  in  turn  would  help 
business  and  investor  psychology. 

My  point  is  that  the  realities  can 
be  overlooked.  Case  in  point:  I  fail  to 
see  special  stock  market  significance 
in  the  popular  tendency  to  "poor 
mouth"  the  outlook  by  downgrading 
previous  expectations.  The  shadings 
of  opinion  are  too  small  to  be  impor- 
tant in  a  trillion-dollar  economy.  More- 
over, being  "right"  about  the  gross 
national  product  is  not  necessarily  the 
key  to  investment  performance.  Above 
all,  even  if  there  was  some  overebul- 
lience  to  year-end  forecasts,  the  plain 
fact  is  that  business  is  improving  and 
the  uptrend  is  gaining  momentum. 
Witness  a  26%  increase  in  major  home 
appliance  shipments  in  January  and 
the  steadily  better  beneath-the-sur- 
face  tempo  of  activity  detected  by 
the  nation's  purchasing  agents. 

What  I'm  trying  to  say  is  that  re- 
assurance can  be  found  on  the  two 
fronts  that  would  make  for  a  major 
change  in  market  environment— name- 
ly, the  monetary  and  business  back- 
ground. Apropos  the  latter,  while  past 
recession-recovery  experience  casts 
some  doubt  on  today's  vitality,  the 
currently  somewhat  flat  rather  than 
buoyant  trend  may  reflect  the  sub- 
dued credit  policy  of  the  second  half 
of  1971.  Moreover,  the  stimulation 
that  will  come  from  increased  capital 

Mr.  Lurle  Is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 


goods  spending,  as  a  reflection  of  the 
7%  investment  credit,  higher  profits 
and  the  need  to  replace  obsolete 
plants,  has  not  yet  been  reflected  in 
the  overall  trend.  In  like  vein,  what- 
ever the  increase  in  money  rates  which 
lies  ahead,  it  is  likely  to  be  far  less 
than  that  of  the  late  1960s.  It  might 
even  have  favorable  psychological  re- 
percussions in  that  rising  money  rates 
are  symptomatic  of  an  upswing. 

Portfolio  Possibilities 

Thus,  I  see  no  evidence  as  yet  of  a 
major  change  in  duection,  which 
means  the  inevitable  pauses  for  re- 
freshment should  be  welcomed  rather 
than  feared.  I  prefer  to  be  a  buyer 
of  the  1972  stocks  with  a  story  rath- 
er than  to  think  in  terms  of  cash  be- 
ing preferable  to  equities.  Several  such 
stocks  are  discussed  below. 

Amstar  Corp.  has  the  benefit  of 
two  special  pluses  and  its  stock 
(around  35,  paying  $1.70)  is  selling 
for  less  than  has  been  invested  in  new 
plants  during  the  past  decade.  One 
plus  is  external,  the  fact  that  the  sugar 
industry  has  less  excess  capacity  than 
it  had  five  or  ten  years  ago,  along  with 
a  growing  realization  that  it  is  not  just 
a  commodity  business.  The  other 
"plus"  is  internal  in  that  the  factors 
which  have  plagued  results  thus  far 
in  the  1971-72  fiscal  year— a  strike  in 
three  of  the  company's  refineries,  the 
longshoremen's  strike  which  disrupted 
nationwide  supplies  and  raised  costs, 
a  squeeze  between  raw  material  costs 
and  finished  prices— now  are  past  his- 
tory. Earnings  for  the  fiscal  year  end- 
ing next  June  should  approach  $4  per 
share  as  against  the  $4.95  peak  re- 
ported in  the  previous  fiscal  year. 

I  prefer  to  attempt  to  capitahze  on 
the  color  TV  boom  via  technically 
competent,  financially  strong  CTS 
Corp.  rather  than  wonder  which  of 
the  set  makers  will  win  the  competi- 
tive race.  The  company  has  by  far 
the  dominant  trade  position  in  sup- 
plying variable  resistors  to  TV  set 
manufacturers,  which  accounted  for 
45%  of  last  year's  sales.  Secondly,  CTS 
also  has  the  lion's  share  of  the  vari- 
able resistor  market  with  automotive 
radio  set  makers,  and  1972  cars  are 
being  ordered  with  more  high-priced 
AM/FM  radios  than  ever  before  in 
history.  I  visualize  a  $2-earnings  po- 
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tential  in  1972,  which  would  com- 
pare with  earnings  of  SI. 78  per  share 
for  1971.  The  stock,  now  at  the  high 
of  the  34-18  range  of  1971-1972  and 
pa\ing  40  cents,  has  often  sold  above 
20  times  earnings. 

My  reasons  for  suggesting  an  in- 
terest in  Rockwell  Manufacturing 
(around  32,  pa>ing  SI. 40)  are  on  a 
somewhat  different  basis.  The  com- 
pany's new  president  previously  dem- 
onstrated expertise  in  introducing  a 
growth  factor  to  what  might  be  con- 
sidered a  cyclical  business.  This  could 
mean  that  the  company's  past  earn- 
ings plateau  might  prove  a  spring- 
board for  progress.  I  believe  there 
are  unappreciated  elements  of  strength 
in  the  company's  basic  businesses, 
with  37%  to  the  construction  indus- 
try and  22?  to  what  might  be  termed 
the  energy  market.  For  example, 
there  is  a  large  replacement  demand 
for  water  and  gas  meters  and  the 
trade  position  has  been  improved  in 
power  tools,  etc.  With  the  backlog  at 
an  all-time  high,  1972  earnings  should 
comfortably  exceed  the  S2.12  per- 
share  profit  of  1971. 

Small  but  Growing 

In  smaller  companies,  I'm  intrigued 
with  Associated  Baby  Services  (on 
the  American  Stock  Exchange  at 
around  16,  paying  60  cents).  It  seems 
to  me  that  the  company's  steadily  in- 
creasing business  in  disposable  paper 
and  plastic  products  for  hospitals  and 
its  new  dental  supply  division  could 
eventually  make  the  corporate  name 
something  of  a  misnomer.  While  the 
diaper  business  still  contributes  the 
bulk  of  sales  and  earnings,  the  com- 
pany has  other  strings  to  its  bow, 
such  as  a  profitable  institutional  lin- 
en service  and  Baby  Talk  magazine 
with  a  monthly  circulation  of  1.1  mil- 
lion. Still,  Associated's  customers  have 
increased  each  year,  including  1972, 
in  spite  of  the  inroads  disposable  pa- 
per diapers  have  made  on  the  regular 
diaper  business.  Although  earnings 
for  the  fiscal  year  ending  in  April 
probably  will  just  about  duplicate 
the  $1.31  per-share  profit  of  fiscal 
1971,  I  believe  worthwhile  improve- 
ment is  likely  in  the  coming  year. 

The  swelling  business  upturn  will 
result  in  the  development  of  new 
candidates  for  investor  attention— and 
this  is  the  key  to  long-lasting  overall 
vitality.  Although  this  is  more  an  in- 
dividually dynamic  than  obviously  ef- 
fervescent overall  economy,  construc- 
tive developments  can  be  found.  The 
new  candidates  for  attention  that  are 
developing  as  the  economic  scene  un- 
folds offer  something  for  almost  ev- 
eryone, i.e.,  stocks  that  cater  to  the 
varying  needs  and  objectives  of  each 
security  buyer.   ■ 
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YOUR  PERMISSION? 

Because  we  specialize  in  managing  personal 
Investment  accounts  of  $5,000  or  more  for  aggres- 
sive capital  growth  for  investors  who  appreciate 
the  risks  and  rewards  of  a  common  stock  portfolio. 
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selling  -  we  have  a  full-time  staff  of  experienced 
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Babson  Park,  Mass.  02157 

Please  send  me  a  complimentaiy  copy  of 
"Declare  Your  Own  Dividends."  Confidentially, 
my  account  would  amount  to  about  $ 


Name_ 


Address_ 


.State. 


-Zip. 


INTERESTED  IN  MUTUAL  FUNDS? 

DON'T  MISS 
SPECIAL  REPORT  #  12 

GET  eye-opening  results  of 
a  21year  performance  analysis. 
See  why  NO-LOAD  Funds 

(No  Broker  Fee) 

are  a  wise  investment 
ALSO  receive  current  24 
page  issue  of  Growth  Fund  Guide. 

$[[  •  which  NO-LOADS 

are  leading  the  way  up 

•  Buy-HoldSell  advice 

•  Charts  &  Growth  Trend  Lines 

•  Relative  Strength  Report 

•  Sample  Fund  Groups 

•  Most  Desirable  Funds 
BOTH  Special  Report «  12 

&  current  24  page  issue  -REG.  $5 

NOW  ONLY  $1   (new  subscribers  only) 

Just  mail  this  ad  and  $1  to 
GROWTH  FUND  RESEARCH,  INC. 

Dept.  F-15,  P.O.  Box  2109 
San  Clemente,  Calif.  92672 

Subscription  cannot  be  assigned  without  your  consent 


(sssSSL 


THE  mVESTORS  GUIDE  TO  DYNAMIC  GROWTH  FUNDS 


WHICH  FUNDS 

WERE  TOP 
PERFORMERS? 


FundScope,  the  national  monthly  mutual 
fund  magazine,  takes  a  cold  hard  look  at 
the  performance  records  of  470  mutual 
funds  and  comes  up  with  some  eye-open- 
ing data.  Included  in  these  performance 
tables  are  so-called  Go-Go  funds,  No-Load 
funds  and  funds  little  known  except  to 
professional  investors. 

This  dynamic  analysis  gives  you  per- 
formance results  for  each  mutual  fund 
and  the  TOP  10%  IN  PERFORMANCE  and 
the  BETTER-THAN-AVERAGE  and  BELOW- 
AVERAGE  performers  for  each  year  since 
1964.  You  may  be  surprised  to  learn  that 
only  one  fund  hit  the  TOP  10%  in  five  of 
the  eight  years,  three  funds  made  the  TOP 
10%  in  four  of  the  eight  years,  nine  funds 
made  the  TOP  10%  in  three  of  the  eight 
years.  FUNDSCOPE  NAfvlES  ALL  THESE 
FUNDS  as  well  as  the  above-average 
performers  for  each  of  the  8  years. 

SPECIAL  OFFER:  (new  trial  subscribers  only). 
Send  just  S17  for  a  3-month  trial  subscription 
whicti  includes  tfie  500-page  April  1972  IVIutual 
Fund  Guide,  the  new  Bible  of  the  fund  industry 
with  all  the  vital  information  you  need  on  470 
funds  (GUIDE  ALONE  SELLS  FOR  S15),  AND 
3  big  bonuses  including  the  58-page  No-Load 
vs  Load  Fund  Controversy  Survey  AND  the  1971 
Mutual  Fund  Guide. 

ACT  NOW:  Mail  your  Sl7  today,  or  if  you  prefer 
the  above  offer  with  a  money-saving  14-month 
subscription,  send  S50.00  (10  day  returnable 
guarantee).  Include  ZIP.  No  salesman  will  call. 
Not  available  on  newsstands, 

FundScope,  Dept.  F-28,  Suite  700 
1900  Avenue  of  the  Stars 
Los  Angeles,  Gal.  90067 


FORBES.    MARCH    15,    1972 


93 


R.S.VE 


This  is  an  open  invitation  to  any 
investor— anywhere— to  come  to 
Reynolds  for  help. 

The  same  invitation  that's  been 
standing  ever  since  we  first  opened 
for  business  back  in  193 1 . 

It  goes  for  big  accounts. 

It  goes  for  small  accounts. 

Because  who  can  be  sure  of  the 
difference? 

A  man  has  a  million  dollars 
invested  in  municipal  bonds  and 
maybe— just  maybe— makes  one  or 
two  changes  in  his  portfolio  a  year. 

Another  man  can  afford  to 
speculate.  He  may  have  only 
$25,000  of  capital-but  turns  it 
over  maybe  six  times  a  year. 

And  still  another  man  can  only 
buy  a  few  shares  of  a  mutual  fund 
when  he  first  comes  in— but  10  years 
later  has  an  account  in  six  figures 
—  and  can't  say  enough  to  his  friends 
and  relatives  about  the  courteous 
help  and  service  extended  by 
Reynolds  all  along  the  way. 

And  how  could  you  possibly  put 
a  "size"  tag  on  that  kind  of  account? 

So  we  hope  this  message  is  clear: 

However  you  classify  yourself  as 
an  investor— pretty  big,  pretty  small, 
or  pretty  much  in  the 
middle  —don't  worry 
about  it  when  you 
come  to  Reynolds. 

We  couldn't  care 
less. 

Which  brings  us 
back  to  R.  S.  V  P 
Just  stop  in  at  any 
Reynolds  office— or 
simply  mail  this 
coupon. 


10 

reasQBs  Miry  ^ou 

cfmhftiMe  r,itk 
m  account  at 


Reyiiolds 


Yes,  please  mail  me  "10  reasons  why  you 
might  be  more  comfortable  with  an  ac- 
count at  Reynolds."  pq 

Name 

Address  ~^~~~~~^^~^^'~^^^'^^~~~~ 

City  '    State  Zip 


Telephone 


Re^^oldsl 

oecurities  Inc.  v 

MEMBLKS  NEW  YORK  STOCK  EXCHANGE,  INC. 
AND  OTHER  LEADING  EXCHANGES 

120  Broadway,  New  York,  N.Y.  10005 
Offices  Coast  to  Coast 


OVERSEAS  COMMENTARY 

By  Walter  Oechsle 


Buy  Japanese— Now? 


Japan  seems  to  be  coming  through 
revaluation  and  the  Nixon  shock  in 
great  shape.  Dollar  reserves  are  still 
piling  up.  The  trade  figures  are  beau- 
tiful. The  slight  recession  appears  to 
be  ending.  Interest  rates  are  at  the 
lowest  level  in  the  last  20  years. 
Everything  seems  set  for  a  real  eco- 
nomic rebound. 

Are  Japanese  stocks,  then,  a  buy?  I 
suspect  they  are  not.  It's  too  late  to 
buy.  Let's  look  at  the  total  picture. 

The  spring  wage  negotiations  are 
one  disturbing  factor.  I  can  see  no 
good  coming  out  of  them.  If  wage 
settlements  are  in  the  lower  range,  say 
only  10%,  this  could  have  a  dampen- 
ing effect  on  consumer  spending.  If 
on  the  high  side,  say  14%  or  more, 
they  would  hurt  corporate  profits. 
Either  way,  business  loses. 

In  spite  of  revaluation,  Japanese 
exports  should  continue  strong  and 
Japan  should  continue  piling  up  for- 
eign exchange.  But  this  is  not  as  bull- 
ish as  it  sounds  because  it  is  almost 
certainly  going  to  lead  to  pressure 
from  outside  for  a  fresh  upward  valua- 
tion of  the  yen.  Another  shock!  An- 
other increase  in  the  cost  of  Japanese 
goods  competing  overseas! 

I  do  feel  that  Japan  is  already 
climbing  out  of  a  mild  recession  but 
I  do  not  yet  see  a  real  upturn  in  cor- 
porate profits.  Recall  what  happened 
when  Germany  revalued  in  1969. 
Exports  remained  high,  but  there  was 
a  severe  squeeze  on  German  profit 
margins.  You  can  expect  something 
similar  in  Japan;  the  recovery  in  prof- 
its is  going  to  come  at  least  six  months 
after  the  recovery  in  the  economy. 

The  Stock  Market 

The  Japanese  stock  market  fluctu- 
ated violently  the  past  two  years.  It 
was  setting  all-time  highs  at  the  end 
of  February  (it  was  as  though  the 
Dow  Jones  industrials  in  New  York 
had  climbed  through  1100),  and  the 
market  was  at  17  times  earnings.  I 
can't  see  this  bull  market  sustaining  it- 
self, not  with  a  profits  squeeze  still  on. 

I  am  tempted  to  point  to  certain 
parallels  between  the  current  Japanese 
market  and  the  U.S.  market  of  early 
1971.  The  U.S.  market  was  quite  ob- 
viously discounting  a  rate  of  econom- 

Mr.  Oechsle  is  a  vice  president  of  Arnhold  &  S. 
Bleichroeder,   Inc.,  investment  bankers. 
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ic  recovery  that  subsequently  did  not 
materialize.  The  U.S.  rally  in  early 
1971  was  essentially  a  false  move; 
thereafter  the  Dow  Jones  industrials 
gave  up  a  full  half  of  their  300- 
point  gain. 

Despite  my  feeling  that  the  Japa- 
nese market  is  ahead  of  itself,  I  do  not 
advise  that  positions  in  true  growth 
companies  be  eliminated.  There  are 
a  few  stocks  and  a  few  industries  that 
still  look  attractive.  AD  of  the  ones  I 
list  below  are  available  in  the 
form  of  American  Depository  Receipts 
( ADRs )  through  your  own  broker. 

The  case  for  investment  in  housing 
remains  strong.  There  should  be  a  big 
upswing  in  housing  and  the  market 
will  discount  it.  Daiwa  House  (ADRs 
recently  at  22)  ought  to  do  well. 
Among  housing-related  stocks,  Mat- 
sushita Electric  Works  (22)  and 
Toto  (23S)  should  do  extremely  well 
in  the  coming  housing  boom. 

In  consumer  nondurables,  I  like 
Shiseido  (45),  the  cosmetics  com- 
pany, for  the  long  term.  Retail  com-  ' 
pany  stocks  have  been  among  my 
favorites  for  some  time.  A  good  bet  is 
Marui  (223^),  the  instalment-finance 
department  store. 

By  contrast,  I  do  not  like  Japanese 
consumer  durable  stocks— and  not  on- 
ly because  of  devaluation.  Long  term,  t 
there  is  the  60%-plus  color  television 
saturation  rate  in  Japan,  the  highest 
in  the  world,  and  an  annual  produc- 
tion capacity  of  more  than  10  milfion 
units  to  indicate  that  the  handwriting 
in  this  area,  for  instance,  is  on  the 
wall.  For  this  reason,  avoid  stocks 
such  as  Sony  (32)  and  Matsushita 
Electric  Industrial  (233«). 

Thus,  in  spite  of  the  coming  eco- 
nomic pickup  and  the  continuing 
strength  of  the  yen,  the  Japanese  mar- 
ket as  a  whole  carries  too  many  risks 
at  its  current  levels. 

I  do  look  for  another  buying  op- 
portunity in  Japan  within  the  next 
three  to  six  months,  if  and  when  the 
market  returns  to  a  level  more  in  line 
with  economic  fundamentals.  I  have 
never  subscribed  to  the  theory  that 
the  Japanese  economy  represents  a 
haven  for  long-term  investment.  Par- 
ticipation in  the  Japanese  market  is 
very  much  a  question  of  timing.  The 
current  phase  represents  an  ideal  op- 
portunity for  profit-taking.  ■ 
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Trends 

&  Tangents 

(Continued  from  page  12) 

their  own  taxes.  Because  of  the 
change,  dividends  will  rarely  con- 
stitute a  return  on  capital,  and  thus 
will  be  subject  to  ordinary  tax  rates 
by  the  recipient.  Utility  stocks 
could  be  adversely  affected. 

The  Fizz  Flights 

How  do  you  compete  with  wide- 
bodied  planes  like  the  747  if  you 
have  only  skinny  planes  like  the 
707?  Los  Angeles-based  Western 
Air  Lines  has  responded  with  sev- 
eral marketing  moves:  first-class 
leg  room  for  coach  passengers;  a 
cut-rate  charge  to  ship  bicycles  as 
part  of  a  passenger's  personal  lug- 
gage; and  recently,  resuming  an 
old  Western  promotion,  free  cham- 
pagne for  all  adults  on  all  flights  in 
both  coach  and  first  class.  Western 
expects  to  buy  100,000-plus  cases 
a  year  from  Franzia  Bros.,  a  large 
family-owned  winery  in  northern 
California.  That's  enough,  says 
Western,  to  make  it  the  world's 
largest  user  of  champagne. 

One  for  fhe  Money 

The  past  ten  >ears  have  seen  a 
spectacular  50%  growth  in  one- 
person  households  in  the  U.S.,  from 
7  million  in  1960  to  11  million  in 
1970,  according  to  a  recent  report 
of  the  Advertising  Research  Foun- 
dation. Two-thirds  of  this  total  are 
females,  living  primarily  in  large 
metropolitan  areas.  The  so-called 
average  familv  of  four  comprises 
only  19!f  of  all'U.S.  families. 

Belter  than  Oil? 

No  economically  feasible  way 
has  yet  been  found  to  extract  the 
estimated  2  trillion  barrels  of  oil 
contained  in  Colorado's  so-called 
oil  shale  deposits,  but  a  paper  re- 
cently dehvered  before  the  Amer- 
ican Institute  of  Chemical  Engi- 
neers suggests  a  new  approach.  A 
part  of  the  shale  deposits  includes 
the  only  known  source  of  two  min- 
erals, dawsonite  and  nahcolite, 
which  can  be  used  to  remove  sul- 
phur dioxide  and  nitrogen  dioxide 
from  smoke-stack  gases  and  to  pre- 
cipitate phosphates,  such  as  are 
used  in  most  detergents,  from 
waste  water.  In  processing  the  two 
minerals  for  antipollution  use,  a 
considerable  amount  of  oil  would 
be  obtained  as  a  by-product.  ■ 


The  offering  is  viade  only  by  the  Prospectus.  Neither  the  Attorney  General  of  the  State  of 

New  York  nor  the  Attorney  General  of  the  State  of  New  Jersey  nor  the  Bureau  of 

Securities  of  New  Jersey  has  passed  on  or  endorsed  the  merits  of  this  offering. 

Any  representation  to  the  contrary  is  unlawful. 


NEW  ISSUE 


February  25, 1972 


700,000  Shares 

Mitchell  Energy  &  Development  Corp. 

Common  Stock 

($.10  Par  Value) 


Price  $13.25  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  state 
from  such  of  the  tinderwriters,  including  the  under- 
signed, as  may  legally  offer  the  securities  in  such  State 


F.  Eberstadt  &  Co.,  Inc. 
Goldman,  Sachs  &  Co. 


COGGESHALL  &  HiCKS  INC. 

LOEB,  RHOADES  &  CO. 


Bear,Stearns&Co.   J.  C.  Bradford  &  Co.   Clark,Dodge&Co. 

Incorporated  Incorporated 

Harris,  UPHAM&  Co.    Kleinwort,  Benson    Roosevelt  &  Son 

Incorporated  Incorporated  Incorporated 

Shields  &  Company  F.  S.  Smithers  &  Co.,  Inc. 

Incorporated 

Thomson  &  McKinnon  Auchincloss  Inc. 
Tucker,  Anthony  &  R.  L.  Day      C.  E.  Unterberg,  Towbin  Co. 


exicitiniomata 

send  for  tree  prospectus 

The  Prospectus  and  literature  we  will  send 
you  tells  you  not  only  about  the  performance 
record  of  Energy  Fund  as  of  our  latest  shareholder 
report,  but  also  about  •  the  cost  of  management 

•  the  name  and  company  positions  of  Energy 
Fund's  directors  and  advisors  •  the  list  of 
stocks  in  which  Energy  Fund  has  invested 
as  of  our  latest  report  •  the  objectives, 
investment  policies  and  investmant  restrictions 
of  Energy  Fund  •  selling  and  redemption 
rights  •  allocation  of  brokerage  •  annual  rate 
of  portfolio  turnover  •  the  arrangements 
made  for  safekeeping  of  Energy  Fund's 
portfolio  securities  and  cash- 

•  and  more 


NO  LOAD 

NO  SALES  COMMISSION 
NO  REDEMPTION  FEES 


Enerfy  Fund  120  Broidway,  n.  y.  looos  otpt  zf 

(212)  344-5300 

Pitase  send  me  the  Fret  pnspeetut  and  literature 
on  ENERGY  FUND. 

Name 

City 


-State- 


-Zlp- 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUNDING 

Objective:  Capital  Appreciation. 

The  Fund  will  seek  long-term  capi- 
tal growth  by  investing  in  com- 
panies operating  in  areas  believed 
to  be  promising. 

NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

For  free  prospectus  write  or  call:  ' 


Rowe  Price  New  Era  Fund,  Inc.                              ■ 
One  Charles  Center,  Dept.  A6                                J 
Baltimore,  Maryland  21201  (301)  539-1982             1 

Nnmn                                                                                        j 

Aririrn<:<:                                                                                          1 

r:ity 

1 
Rfato                                              1 

7in  nnrifl                                                                                  ' 
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JUST  HOAA/ 

STRONG 

IS  THIS  MARKET? 

To  us,  it  appears  very  strong!  That  is 
the  message  we  have  been  putting  across 
to  subscribers  to  Investors  Research  Re- 
ports for  some  time.  Rarely  do  the  funda- 
mental background  of  business  activity 
and  the  technical  structure  of  the  market 
combine  so  closely  to  produce  a  pro- 
longed rise  in  stock  values.  Review  our 
current  reports  for  the  reasons  why  we 
believe  this  is  such  a  time. 

Recommendations  from  among  such 
stocks  as  the  following,  which  we  believe 
have  superior  upside  potential,  are  also 
made. 


Marriott  Corp. 

Syntex 

Kaufman  &  Broad 

Redman  Industries 

Teleprompter 

Trans  World  Airlines 


Brunswick 
Vetco  Offshore 
Halliburton 
Coleco  Ind. 
GAF  Corp. 
Schering-Plough 


To  review  these  specific  recommenda- 
tions yourself,  send  now  for  a  trial  4-week 
subscription.  You  will  also  receive  ratings 
on  more  than  600  stocks  in  54  key  groups 
—  plus  a  bonus,  "A  Positive  Investment 
Program". 


Investors  Research  Reports 

A.     Dept.  F-1,  924    Laguna   St., 

jO^      Santa    Barbara,   Ca.   93102 

Please  mail  my  4-week  trial  subscription 
to  the  IR  REPORTS  plus  my  bonus  A 
POSITIVE  INVESTMENT  PROGRAM  guide. 
I    enclose  $1.00. 

Name    

Address  

City- 


state- 


-  Zip- 

(This  offer  good  Xo  first-time 
subscribers   only.) 


DIVIDEND 


NOTICE 


SHELL  OIL 
Company 


The  Board  of  Directors  today 
declared  a  quarterly  dividend  of 
sixty  cents  (60{!)  a  share  on  the 
Common  Stock  of  this  Company, 
payable  March  27,  1972,  to 
shareholders  of  record  March  8, 
1972. 

W.  W.  WESTERFIELD,  Jr. 
Secretary 
February  24,  1972 


Baltinioie,  Maryland  21203 

The  Board  of  Directors 
of  United  States  Fidelity 
and  Guaranty  Company 
voted  a  dividend  of  fifty- 
seven  cents  a  share,  payable 
April  29,  1972.  to  stock- 
holders of  record,  March 
17,  1972. 

WILLIAM  R.  PHELAN 
Vice  Prcnidcnt-Treasursr 
and  Secretary 
February  23,  1972 


READERS  SAY 


( Continued  from  page  14) 

New  Englanders  might  buy  oil  at  a  muclv. 
lower  price  from  the  sabre-rattling  Arabs. 
—Peter  Kilham 
West  Harrington,  R.I. 

Sir:  Your  editorial  indicates  you  do 
not  understand  the  problems  of  Alaska 
or  care  about  the  ecology. 

— E.P.  BURLEW 

Charlo,  Mont. 

Sir:  I  doubt  that  any  state  has  ever 
been  cursed  with  such  an  assortment  of 
environmentalist  do-gooders.  These  peo- 
ple should  get  off  our  backs  and  let  us 
get  along  with  our  work.  We  are  fifty 
years  behind  the  times  as  it  is. 

—John  Slagle 
Nome,  Alaska 

A  New  Era 

Sir:  While  it  is  true  that  the  Akron 
system  will  represent  an  $18-million 
investment  when  fully  built  (  Forbes, 
Mar.  1),  it  is  not  accurate  to  cite  the 
system's  current  17,000  subscribers  as 
representing  a  cost  of  over  $1,000  per 
subscriber;  to  do  so  would  assume  that 
the  system  is  completed  and  fully  satu- 
rated, and  in  neither  case  is  this  the  fact. 
The  point  I  made  was  that  large  capital 
outlays  will  be  required  to  build  and  op- 
erate cable  television  systems  in  the  ma- 
jor markets.  TVC  and  similar  companies, 
who  earned  their  leadership  position 
throughout  the  difficult  years  of  CATV's 
adolescence,  could  now  be  overshadowed 
by  larger  firms  who  would  move  in  to 
dominate  cable  television.  Rather  than 
watch  from  the  sidelines,  we  preferred  to 
join  with  [Warner  Communications]  in 
the  new  era  of  cable  communications. 

—Alfred  R.  Stern 

President  and  Chairman 

Television  Communications 

New  York,  N.Y. 

More  on  the  Splayd.  . . . 

Sir:  I  can  hardly  imagine  silverware 
manufacturers  deliberately  marketing  a 
product  that  would  cut  their  sales  by,  say, 
75%  (Fact  b-  Comment,  Feb.  15). 

—Gerald  J.  Phelps 
Lowville,  N.Y. 

Sir:  Any  gadget  that  does  everything, 
doesn't  do  anything  very  well.  After  a 
meal  of  meat  or  fish,  I  wouldn't  enjoy 
stirring  my  coffee  with  a  Splayd. 

—Barney  Tepper 
Long  Island  City,  N.Y. 

Sir:  The  Splayd  hasn't  sold  multimil- 
lions  because  the  first  few  who  used  it  as 
a  spoon  cut  their  tongues  and  haven't 
been  able  to  spread  the  word. 

—David  L.  George 
Murray,  Utah 

For  a  comment  on  the  Splayd  com- 
ments, see  Fact  ir  Comment,  p.  iS— MSF. 


WARRANTS 

AIRLINE  WARRANTS,  CATV  WARRANTS, 

OIL  &  GAS  WARRANTS,  REIT  WARRANTS, 

CONGLOMERATE  WARRANTS, 

FINANCE  WARRANTS 

In  ,the  above  Groups,  selected  Warrants  are  par- 
ticularly attractive  for  purchase  now,  and  we 
pinpoint  them  in  the  current  issue  of  our  R.H.M. 
WARRANT  &  STOCK  SURVEY  +  STOCKS  UNDER 
10,  presenting  analyses  in  depth  for  the  most 
attractive. 

Let  us  send  you  the  next  4  weekly  issues  of  our 
Survey,  one  of  the  most  experienced  (since  1952) 
and  comprehensive  Warrant  and  Low-Price  Stock 
-services.  Each  weekly  issue  gives  Warrant  spe- 
cialist Editor  Sidney  Fried's  Current  Ratings  and 
a  whole  range  of  statistical  data  on  more  than 
300  Warrants;  and  each  week  throws  the  search- 
light on  Warrants  and  low-price  stocks  which  have 
moved  into  a  buying  range. 

You  will  receive  a  valuable  descriptive  folder 
explaining  how  Warrants  and  "Stocks  Under  10" 
can  mean  profit  opportunities  for  you  in  the  cur- 
rent market.  You  get  all  this  for  $10  in  a  special 
introductory  offer  to  acquaint  you  with  our  R.H.M. 
WARRANT  &  STOCK  SURVEY  +  STOCKS  UNDER 
10,  which  has  been  followed  by  professional  and 
investor  alike  for  the  past  20  years. 

Send  $10  with  this  ad 

and  your  name  and  address  to: 

WARRANTS,  Dept.  FIDO 

R.H.M.  Associates,  220  Fifth  Ave.  vv 

New  York,  N.Y.  10001  "* 

If  you  are  not  thoroughly  pleased,  material  may 
be  returned  for  a  full  refund. 


Men  who 
must 

make 
their 
businesses 


money 


Forbes: 
capitalist  tool 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


A 


ABRAHAM  &CO. 

Members  New  York  Stock  Exchange .  lac 

and  other  leading  Exchanges 

120  Broadway,  New  York,  N.  Y.  lOOOS 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


The  spring  comes   slowly   up   this 
way. 

—Samuel  Taylok  Coleridge 


There  is  something  infinitely  heal- 
ing in  the  repeated  refrains  of  nature 
—the  assurance  that  dawn  comes  after 
night,  and  spring  after  the  winter. 

—Rachel  Carson 


Spring:    When   nature   gives   plant 
life  the  green  light. 

—Arnold  Glasow 


Until    you    try,    you    don't    know 
what  you  can't  do. 

—William  Feather 


To  industry,  nothing  is  impossible. 
—Latin  Proverb 


Mediocrity  obtains  more  with  ap- 
phcation  than  superiority  without  it. 

— Baltasar  Gracian 


He  conquers  who  endures. 

—Italian  Proverb 


There  is  merit  without  elevation, 
but  there  is  no  elevation  without  some 
merit.  —La  Rochefoucauld 


Men  must  try  and  try  again.  They 
must  suffer  the  consequences  of  their 
own  mistakes,  and  learn  by  their  own 
failures  and  their  own  successes. 

— Lawson  Purdy 


Happy  the  man  who  early  learns 
the  wide  chasm  that  lies  between  his 
wishes  and  his  powers.         —Goethe 


When  a  man  has  put  a  limit  on 
what  he  will  do,  he  has  put  a  limit 
on  what  he  can  do. 

—Charles  M.  Schwab 


They  can  conquer  who  believe  they 
can.  —William  Dryden 


Far  better  it  is  to  dare  mighty 
things,  to  win  glorious  triumphs,  even 
though  checkered  by  failure,  than  to 
take  rank  with  those  poor  spirits  who 
neither  enjoy  much  nor  suffer  much, 
because  they  live  in  the  gray  twilight 
that  knows  not  victory  nor  defeat. 

—Theodore  Roosevelt 


The  will  to  do,  the  soul  to  dare. 

—Sir  Walter  Scott 


B.  C.  FORBES 

A  thoroughbred  doesn't  need 
much  whipping.  He  does  his 
best.  The  man  who  in  the  end 
counts  is  he  who  refuses  to 
take  the  count. 


Will  is  character  in  action, 

—William  McDougall 


Nothing  is  impossible  to  the  man 
who  can  will. 

— HoNORi;  de  Mirabeau 


Praise  is  the  daughter  of  present 
power.  —Jonathan  Swift 


The  praise  of  others  may  be  of  use 
in  teaching  us,  not  what  we  are,  but 
what  we  ought  to  be. 

—August  Hare 


It  is  not  he  who  searches  for  praise 
who  finds  it.      — Antoine  de  Rivarol 


The  first  thing  a  child  should  learn 
is  how  to  endure.  It  is  what  he  will 
have  most  need  to  know. 

—Jean- Jacques  Rousseau 


The  superior  man  is  distressed  by 
the  limitations  of  his  ability;  he  is  not 
distressed  by  the  fact  that  men  do  not 
recognize  the  ability  that  he  has. 

—Confucius 


There  is  nothing  in  the  universe 
that  I  fear,  but  that  I  shall  not  know 
all  my  duty,  or  shall  fail  to  do  it. 

—Mary  Lyon 


There's  life  alone  in  duty  done,  and 
rest  alone  in  striving. 

—John  Greenleaf  Whittier 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
7%;  New  York  City,  7%.) 


A  Text . . . 


Sent  in  by  Abe  Weaver,  McAlis- 
terviUe.  Pa.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


The  Lord  God  hath  given  me  the 
tongue  of  the  learned,  that  I  should 
know  how  to  speak  a  word  in  season 
to  him  that  is  weary.       —Isaiah  50:4 
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Sweder's 
Miss  Sweden 

Is 
the  life  style 

getting 
too  costly? 
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Wee  evermore  than  Just  Vi  of  the  country* 

We  confer  on  e  of  the  fastest  growing  markets 

f  or  niatural  gas  in  the  country* 


l-America  Twelve  ste  es.  Big  ones. 
Together,  these  states  make  i  p  one  of  the 
fastest  growing  markets  for  natural  gas. 

Every  day  we  suppi '  gas  to  49 
utiliiies,  serving  over  14  mi  ron  ijeople. 

It  takes  a  pretty  big  company  to 
serve  a  market  of  that  siz?  But  we're 
more  than  just  one  big  coripany.  We're 
three  companies  in  one.  Wth  assets  of 
over  $1.3  billion. 

One  of  our  companies  is  Natural 
Gas  Pipeline  Company  of  America.  A 
transmission  company  with  11,000  miles 


of  pipeline.  One  of  the  most  technically 
advanced  pipeline  systems  ever  built. 

The  Peoples  Gas  Light  and  Coke 
Company  is  another.  It  serves  Chicago. 
Supplying  natural  gasfor  that  dynamically 
upward  growing  city. 

North  Shore  Gas  Company  is  our 
third  subsidiary.  It's  the  gas  utility  for 
northeastern  Illinois  with  its  rapidly 
expanding  residential  and  industrial 
concentration. 

Together  we're  one  of  the  largest 
integrated  natural  gas  systems  in  the 


world.  And  growing.  In  the  last  five  years 
our  capital  investment  topped  a  half  a 
billion  dollars.  To  expand  our  facilities. 
To  dfevelop  new  sources  of  gas.  And  to 
bring  it  to  our  markets. 

After  all,  when  you  have  one  of  the 
fastest  growing  markets  for  natural  gas, 
you've  got  to  keep  growing  with  it. 

Peoples  Gas  Company 

The  Peoples  Gas  Light  and  Coke  Company 

North  Shore  Gas  Company 
Natural  Gas  Pipeline  Company  of  America 


There  are  2  times  to  invest 
in  new  machines 


1.  When  business  is  headed  up 

because  then  you'll  need  the  added  capacity  they  will  give  you,  the 
improvements  they  will  make  in  your  products  and  service,  and  the 
faster  delivery  to  make  and  keep  you  competitive. 

2.  When  business  is  headed  down 

because  then  you'll  need  the  lower  costs  which  new,  improved  equip- 
ment can  give  you.  With  lower  costs  you  can  get  a  larger  share  of 
existing  business.  And  with  lower  costs,  you  make  profit  more  certain 
on  the  business  you  have. 

Warner  &  Swasey's  long  experience  in  working  with  thousands  of  well- 
managed  companies,  in  good  times  and  otherwise,  may  help  you  take 
greater  advantage  of  whatever  you  meet  today  and  tomorrow.  It  doesn't 
cost  anything  to  find  out. 
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merically  controlled  Warner  & 
/asey  turret  lathes  like  this  SC-15 
jcluce  a  wide  range  of  jobs  at  sub- 
mtially  faster  rates. 


Warner  &  Swasey  laeal  iviult-I-Web 
Blenders  make  better  cotton/polyester 
blend  fabrics  by  accurately  combining 
the  natural  and  synthetic  fibers  for 
maximum  strength  and  even  dyeing. 


The  two  newest  models  in  the  Warner 
&  Swasey  construction  equipment  line. 
The  big  H-1900  with  4  cu.  yd.  bucket 
and  the  self-propelled  Hydro-Cruiser. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


RODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS.  TEXTILE  AND  CONSTRUCTION  MACHINERY 
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I  re  having  a 
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There  are  a  lot  of  good,  sound 
reasons  why  AMF  has  become 
the  leading  team  in  the  active 
leisure  ballgame,  but  there's  one 
reason  that  makes  it  no  contest. 

It's  our  ball. 

Name  the  sport  and  we  have 
the  ball  for  jt.  Basketball. 
Football.  Golf.  Water  polo. 
Volleyball.  And  bowling. 

But  the  ball  is  just  the  top  of  the 
iceberg.  Underneath  are  dozens 
of  other  active  leisure  products— 


Harley-Davidson  motorcycles, 
Head  skis  and  tennis  racquets, 
Sunfish  sailboats,  Ben  Hogan 
golf  clubs,  Slickcraft  powerboats. 
Quality  products  that  have  made 
AMF  the  largest  producer  of 
active  leisure  products  in  the 
world. 

That's  enough  to  make  any 
company  happy.  But  leisure 
products  is  just  over  half  of  our 
business.  The  other  half  is  in 
industrial  products.  Automation. 


Process  equipment.  Electronics. 
Pollution  control.  Products  that 
help  business  produce  more  and 
produce  it  faster.  Products  that 
create  more  leisure  time. 

Time  to  play  more  ball.  Which 
brings  us  right  back  to  where  we 
started.  Is  itany  wonderthat 
we're  having  a  ball? 


AMF  Incorporated, 
White  Plains,  New  York  10604. 


AMF  mixes  business  with  pleasure.  Profitably. 

Watch  AMFs  Bob  Hope  TV  Special  on  NBC,  April  10th.  See  your  local  TV  listing. 
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was  a  truck  owner  for  four  years 
And  I  have  the  scars  to  prove  it. 

I  not  only  had  the  pride  of  owning  trucks,  I  had  the  privilege  of  washing  | 
Liiem,  painting  them  and  lettering  them.  I  had  the  honor  of  licensing  and 
permitting  them.  The  pleasure  of  keeping 
them  in  fuel  and  oil  and  tires.  The  joy  of 
insuring  and  maintaining  and  repairing 
them.  And  the  ecstasy  of  emergency  road 
service  at  three  o'clock  in  the  morning. 

I  don't  own  my  trucks  anymore. 
I  lease  from  Ryder. 

The  first  thing  Ryder  did  was  engi- 
neer trucks  to  my  specifications.  The  next 
thing  Ryder  did  was  keep  those  trucks 
rolling  better  than  I  ever  could. 

Ryder  has  360  company  owned  loca- 
tions. Plus  600  contract  fuel  stations. 
With  a  network  like  that,  it's  hard  to  find 
a  place  to  break  down  that's  more  than  50  miles  from  a  Ryder  rescue  spot. 

Besides,  Ryder  puts  their  trucks  through  a  preventive  maintenance 
program  that's  tougher  and  more  discipline  J  than  Marine  boot  camp. 
My  customers  never  had  more  dependablp^eliveries.  ^^^sast 

What's  more,  Ryder  is  pretty  de  jMnto  Transportation/Distribution 
Services.  They  not  only  provide  trucks,  t.iey  can  recommend  new  ideas  and 
better  ways  to  do  your  shipping,/  '^^ 

Now  I  no  longer  own  my  ^  iv  ks.  And  I  haven't  gotten  any  new  scars 
lately,  either.  Call  Bill  Cullomrtoll-free  \^fm^  ]  800-327-6201. 


,"•     ■■ 
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The  Swedish  Life  Style 

In  spite  of  what  the  young  lady  on  our  cover  is 
wearing— or  not  wearing— the  feature  story  in  this  is- 
sue is  not  about  the  bathing  suit  industry.  The  article 
is  about  Sweden,  and  we  couldn't  think  of  a  more  at- 
tractive way  to  symbolize  that  Scandinavian  country 
than  in  the  person  of  Miss  Vava  Oyangen,  Miss  Swe- 
den, 1971.  The  symbolism  may  be  whimsical,  but  the 
article  itself  is  quite  serious.  Socialist-ruled  but  capi- 
talist-owned, Sweden  is  in  many  ways  a  preview  of 
what  the  U.S.  and  the  rest  of  the  non-Communist 
world  may  look  like  a  decade  or  so  hence. 

What's  life  like  for  a  Swedish  businessman  amidst 
sky-high  taxes  and  what  one  wit  described  as  "sperm- 
to-worm"  security?  We  dispatched  our  European  bu- 
reau manager,  Arthur  Jones,  to  find  out.  Jones  went 
with  an  open  mind  and  came  back  with  some  un- 
expected conclusions. 

Surprisingly,  for  a  left-leaning  country,  Sweden 
does  not  worry  nearly  as  much  as  America  does 
about  the  social  responsibilities  of  business.  The 
Swedes  figure  business  is  for  making  jobs  and  mak- 
ing money,  and  government  is  for  social  responsibility. 

Surprisingly,  too,  Sweden's  socialists  are  in  many  ways  gentler  to 
big  business  than  are  U,S.  Republicans  or  Democrats.  More  generous 
in  depreciation  allowances.  Less  hard-nosed  about  antitrust, 

Swedish  businesses  are  far  less  likely  than  American  businesses  to 
be  forced  by  trade  unions  to  carry  unwanted  and  unneeded  workers. 
If  a  man  is  redundant  he  is  let  go;  it's  the  government's  responsibility 
to  find  him  another  job. 

Lnd  yet  Sweden  is  no  paradise.  Like  Americans,  Swedes  are  getting 
with  high  taxes.  Like  Americans,  the  Swedes  are  in  danger  of 
liemselves  out  of  world  markets. 

le  article  starting  on  page  22,  Arthur  Jones  talked  to  poli- 
<rn  Prime  Minister  Olof  Palme  on  down;  to  theoreticians  like 
t!jMminar  Myrdal;  and  to  scores  of  executives,  bankers, 
jouiii.tlists  anopiain  citizens.  We  concede  that  the  cover  illustration  is 
purt'l\  cTecorali^'e:  bitt  we  think  you'll  find  the  article  itself  thoroughly 

thought-pi  OYpki'i;', 

#   *   * 

The  March  sno;^,  ^^^ew  York  produced  the  usual  results:  busi- 
ness stories  set  in  warmer  glim4tes.  One  of  our  rivals  exposed  Florida 
land  speculation  again  .'Good|  job,  but  why  don't  they  ever  do  it  in  July? 

Not  to  be  outdone,  Forbes  Washington  Bureau  Manager  James 
Flanigan  investigated  the  merits  of  Auto-Train  (p.  20),  whose  stock 
has  been  as  hot  as  its  Florida  destination.  Jim  clearly  took  a  cooler 
view  of  the  stock,  whose  erratic  spurts  are  a  sign  not  of  spring,  but  the 
rebirth  of  stock  market  speculation.  Art  Director  Ed  Wergeles  personal- 
ly took  the  photos  and  noted  the  Auto-Train  departed  late  on  his  way 
to  Florida  and  left  behind  schedule  on  his  return  trip. 

Staff  Writer  Robert  Nash  also  honored  the  South,  interviewing 
Tampa's  D.H.  Woodbery,  the  oldest  and  lowest-paid  major  chief  ex- 
ecutive in  the  country  {see  p.  55).  Bob  confesses  he  had  been  think- 
ing about  this  story  for  months,  but  snow  turned  thought  into  print.   ■ 
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Anybody  who 

can  change  an 

ore  storage  area 

into  an  industrial  park 

in  10  years  deserves 

your  attention 


Canton  Company  did  it.  Took  a 
100-acre  eyesore  used  only  to 
store  ore  from  time  to  time  . . .  and 
converted  it  into  an  industrial  park 
now  90%  occupied,  and  boasting 
a  list  of  tenants  right  out  of  the 
"blue  chips".  It  took  brains,  ex- 
perience, and  lots  of  hard  work. 
But  that's  what  Canton's  known 
for. 

REAL  ESTATE 

...  is  just  one  of  our  areas  of 
interest,  on  the  national  level.  In 
addition  to  owning  and  developing 
property,  we  operate  a  thriving; 
Real  Estate  Brokerage  Division. 
Canton  Company  is  also  equipped 
to  provide  expert  service  in  the 
fields  of  Warehousing,  Transporta- 
tion, Distribution,  and  Commercial 
and  Industrial  Insurance. 

If  you  have  a  problem  or  need  in 
any  of  these  areas,  call  or  write 
today  for  personal  attention  from 
"the  man  in  charge". 

^CANTON 

Canton  House,  P.O.  Box  447 
Baltimore,  Maryland  21203 
Telephone:  (301)  837-7733 


Trends 

&  Tangents 


WASHINGTON 


Blank  Check 

A  Federal  Reserve  proposal  to 
allow  bank  holding  companies  to 
get  into  the  armored  car  and  cour- 
ier business  is  being  fought  by  the 
35  companies  in  the  business.  None 
is  big.  The  largest  are  Pittston  Co.'s 
Brink's  subsidiary  (volume  around 
$90  million)  and  Purolator's  Amer- 
ican Courier  Corp.  ($60  million). 
The  couriers,  fearing  the  banks  will 
put  them  out  of  business,  have 
picked  up  support  in  Congress,  no- 
tably from  the  author  of  the  Bank 
Holding  Company  Act,  Representa- 
tive Wright  Patman  (Dem.,  Tex.). 
He  criticizes  the  Federal  Reserve 
for  its  loose  interpretation  of  con- 
gressional intent  when  Congress 
limited  bank  diversification  to  ac- 
tivities "closely  related  to  banking." 
However,  without  legislation  there 
is  little  Congress  can  do.  When 
Congress  made  the  law  in  1970,  it 
designated  the  Federal  Reserve  as 
administrator. 


BUSINESS 


K-K-K-Katy-O.K. 

After  nine  years  of  seeing  red, 
Katy  Industries'  Missouri-Kansas- 
Texas  Railroad  has  J^bied  a  prof- 
it. To  be  sure,  it  '^■■^521,000, 
but  a  profit  all  tHJ^s^^Behind  it 
was  the  cost-cptfiAg;'  strict-budget- 
control  style  of 
M-K-Ts  u  Ml  .1,  Reginald 
\\'liitman,  .vho  has  been  with  this 
railroad  only  a  year  and  a  half. 
Whitm>u  sa\s  he  aims  to  break 
ever)  while  continuing  the  process 
of  rchiiiKling  the  road's  property. 

Resurrection 

Eculy  in  the  Sixties  it  looked  as 
though  the  computer,  promising 
low-cost  storage  and  instant  re- 
trieval, would  all  but  do  away  with 
microfilm.  But  computers  proved 
prohibitively  expensive  for  storage 
of  archival  materials  as  well  as  cur- 
rent data  like  airline  schedules  and 
telephone  directories.  So  microfilm 
survived  and  now,  aided  by  new 
technology  that  reduces  costs  and 
permits  direct  conversion  of  com- 
puter output  to  microfilm,  is  even 
making  a  comeback.  Ironically,  the 


computer  is  helping  in  a  big  way: 
There  is  a  real  need  for  a  compact 
means  of  storing  all  the  data  gen- 
erated by  computers. 

Bye-Bye  Baby 

While  the  declining  birth  rate  is 
bringing  happiness  to  population 
experts,  it  bodes  ill  to  some  busi- 
nesses, including  hospitals.  There 
has  been  a  shaip  reduction  in  bas- 
sinets in  many  hospitals, while  some 
"  have  had  to  close  down  their  nor- 
mally profitable  maternity  wards 
because  they  are  almost  empty.  At 
the  end  of  1971  there  were  5.4% 
fewer  bassinets  in  community  hos- 
pitals than  in  1970. 

Divorce  and  the  Executive 

You  say  you're  about  to  leap 
from  middle  management  into  the 
top  ranks  and  you  want  a  divorce 
first?  Maybe  you'd  better  wait  un- 
til after  the  big  promotion.  So 
states  Arthur  Cuse,  a  divorced  Los 
Angeles  business  consultant,  who 
just  wrote  a  book  entitled  Finan- 
cial Guideline:  Divorce.  Writes 
Cuse:  "Generally,  corporations 
frown  on  divorced  people.  They 
are  considered  to  be  mentally  un- 
stable. ...  In  the  case  of  top  man- 
agement, the  feeling  often  changes 

(Continued  on  page  68) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 
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on  this  form  and  check  the  subscrip- 
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It  takes 
150  pounds  of  ore 

to  develop  your 

Little  Leaguer. 


ZOOO  feet  of  average  8mm  home  movie 
film  uses  .374  troy  ounces  of  silver.  To 
obtain  such  a  small  amount  of  silver, 
we  mine  as  much  as  150  pounds  of  ore. 


Asarco  is  the  world's  leading  silver  refiner. 
For  photographic  film,  photosensitive  copy 
paper,  complex  printed  circuits,  electrical 
switches,  batteries,  commemorative  coins, 
tableware,  jewelry.  And  the  demand  for 
silver  is  growing  steadily. 


Silver— usually  a  by-product  of  copper  and 
lead  smelting— is  one  of  24  basic  materials 
Asarco  puts  into  workable  form  for  all  of 
industry.  For  more  information  about  this 
precious  metal,  write  us  at  120  Broadway, 
New  York,  N.Y.  10005. 


ASARCO 


AMERICAN  SMELTING  AND  REFINING  COMPANY 


New  Jersey 


We  have  more  to  offer. 

jPirst  oSlational  J^tate 
JS^ancorporation 

550  BROAD  STREET  /  NEWARK,  N  J   07102 
Member  Banks: 

First  National  Stale  Bank  ol  New  Jersey 
First  National  State  Bank  ol  North  Jersey 
First  Nalional  Slate  Bank  ol  NoflhwesI  Jersey 
First  National  Slate  Bank  ol  Spring  Lake 
The  Edison  Bank.  N  A. 
Assets  Over  $1 ,300,000,000 

Members  FDIC 


iR 


NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Street,  President 
Chattanooga,  Tennessee  37402 

OIL  AND   GAS   DIVISION 

Minerals   ownership,   exploration   and    development. 

WHELAND   FOUNDRY   DIVISION 

One  of  the   nation's  largest  and   most 
modern   production   facilities. 

LISTED  AMERICAN  AND  PACIFIC  COAST  STOCK  EXCHANGES  (SYMBOL:  NAR) 


READERS  SAY 


Henry  I . .  .  and  VIII 

Sir:  One  comment  regarding  your 
warning  VW  of  Henry  Ford  I  and  the- 
Model  T  (Forbes,  Mar.  15):  Too  many 
model  changes  are  also  not  advisable,  to 
wit  Henry  VHI  and  his  many  models, 
only"  one  surviving  her  trial  period. 

—Henry  K.  Griesman 
New  York,  N.Y. 

lU  the  Entity 

Sra:  The  article  on  lU  (Forbes,  Mar. 
15)  would  have  been  more  informative 
if  it  had  focused  on  lU  as  a  planned  and 
controlled  entity  rather  than  a  series  of 
individual  components.  The  following 
quotation  from  our  1971  annual  report 
may  be  helpful  in  putting  lU  in  per- 
spective: ".  .  .  lU  management  in  1959 
began  shaping  a  diversification  program 
to  provide  shareholders  with  greater 
growth  and  higher  return  on  capital 
than  could  be  obtained  tlu-ough  utilities 
alone,  the  base  from  which  lU  was  built. 
Again  in  1971,  lU  exceeded  the  goal  set 
a  decade  ago  of  increasing  per-share 
earnings  by  15%  each  year.  Restated 
earnings  per  share  have  increased  from 
91  cents  in  1962  to  $3.28  in  1971.  This 
is  a  compound  annual  growth  rate  of 
15.3%.  Since  1969,  per-share  earnings 
have  increased  more  than  79%.  Achieve- 
ment of  these  goals,  particularly  when 
the  U.S.  economy  has  been  sluggish,  rein- 
forces our  confidence  in  lU's  corporate 
philosophy  and  operating  techniques." 

—John  T.  Jackson 

Senior  Vice  President 

lU  Corp. 

Philadelphia,  Pa. 

Another  Man  Now 

Sir:  Your  comments  on  "one-man 
companies"  ( Mar.  1 )  would  have  been 
more  accurate  ten  years  ago  than  they 
are  today  because  Bill  Buzick,  who  is 
the  chairman  and  CEO,  does  run  the 
company  and  runs  it  well. 

—Nathan  Cummings 

Honorary  Chairman 

Consolidated  Foods 

New  York,  N.Y. 

Some  Bodies 

Sir:  Your  comment  "Everybody  has  to 
be  somebody  to  somebody  to  be  any- 
body" (Mar.  15)  reminds  me  of  a  similar 
pithy  comment:  "When  everybody  is 
somebody,  then  nobody  is  anybody." 

— D.F.  Patterson 
Elizabeth,  N.J. 

No  Loss 

Sir:  Your  editorial  remark  that  "you've 
no  real  loss  [in  a  stock]  until  you  sell  it" 
( Mar.  1 )  will  be  of  great  consolation  to 
the  guy  who  bought  Penn  Central  at  85/i 
and  still  holds  it  at  5. 

—Henry  Hermann 
Dallas,  Tex. 
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To  keep  moving  ahead 
despite  setbacics^ 


Here's  what 

Chemetron 

is  doing. 


Strikes,  foreign  competition,  and  an 
economic  slump  didn't  help  Chemetron 
Corporation  last  year.  So  we've  been 
helping  ourselves.  By  streamlining 
management  and  consolidating 
or  phasing  out  marginally  productive 
facilities.  By  reorganizing  our  marketing 
efforts  for  greater  profits  from  sales 
of  gases,  chemicals  and  metal 
products.  And  by  developing  existing 
capabilities  for  new  markets. 


We're  growing  in  growth  markets  like 
power  generation,  health  care  and  food 
processing.  Our  self-help  ideas  are 
working,  and  soare  we-harderthan  ever. 

To  see  how  Chemetron  is  organized  for 
a  better  future,  send  for  our  new  booklet, 
"Possibilities."  It  explains  what  we're 
doing  in  power  generation  and  other 
industries.  Write  Dept.  B,  Chemetron 
Corporation.  840  North  Michigan  Avenue. 
Chicago.  Illinois  60611. 


Don't  overlook  the  possibilities 


Don't  overlook  CHEMETRON  I 


"All  things  considered  71  was  a  pretty 
darn  good  year  for  Eaton." 


Worldwide  sales  up  4%. 
Earnings  up  21%. 

Eaton  Corporation  is  a  billion-dollar  worldwide  manufacturer  and 
marketer  of  automotive,  materials  handling,  industrial  and  consumer 
products... with  innovative  management  that  applies  technology  to 
solve  problems  in  major  growth  markets. 

Get  to  know  us  better  Write  for  our  1971 
Annual  Report. 

Eaton  Corporation,  World  Headquarters, 
100  Erieview  Plaza,  Cleveland,  Ohio  44114. 
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"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


EVENTUALLY,   SO 

If  the  Administration  and  the  Congress  want  to  give  the 
economy  a  pep  shot  of  real  proportions,  they  could 
initiate  a  conversion  to  the  metric  system  for  the  United 
States.  We've  got  to  get  with  the  rest  of  the  world  sooner 
or  later  in  scales  of  weight  and  length  anyway.  Just  think 
what  the  necessary  conversions  might  mean  to  machine 
tool  companies  and  textbook  publishers   and   printers— to 


WHY  NOT  NOW? 

mention  only  a  couple  of  the  many  to  benefit  measurably. 
After  all,  if  the  English  can  give  up  their  ancient  mone- 
tary pounds  and  shillings  for  the  decimal  system,  and  the 
Swedes  can  shift  from  driving  on  the  left  to  the  right, 
Americans  can  at  least  learn  to  measure  up  by  the  common, 
commonsense  metric  standards  prevailing  in  the  rest  of 
the  world. 


WEASEL  WARRANTIES 

Meaningless  warranties  warrant  consumer  outrage. 

Have  you  ever  read  one  that  comes  with  your  new 
appliance,  gadget,  curtains,  car  or  most  any  other  made 
thing  you  buy? 

The  word  guarantee  or  warranty  is  writ  big  and  bold 
and,  as  often  as  not,  gold  ink  trellises  surround  the  tiny 
print— which,  as  often  as  not,  sets  forth  all  the*  limitations 
which  make  most  warranties  a  collection  of  words  that 
don't  say  what  they  seem  to.  You  and  I  know  it  isn't  the 
broken  wire  or  broken  bit  inside  that  costs,  it's  the  time 
you  take  trying  to  get  the  store  where  you  bought  it  or  the 
company  who  made  it  to  do  the  repairs.  And  mostly  it 


doesn't  include  the  cost  of  labor,  the  costliest  part  of  all. 

A  few  companies  have  grown  big  and  ever  bigger  be- 
cause their  Word  and  words  mean  something.  They  make 
good  when  they've  unintentionally  done  a  bad— like  J.C. 
Penney  all  of  the  time  and  Sears  most  of  the  time. 

American  Motors  is  breaking  new  warranty  ground,  and, 
if  it  doesn't  break  them,  it  could  make  them  (see  Forbes, 
Sept.  15, 1971,  p.  18). 

Soon,  and  rightly  so,  it's  going  to  be  equally  fraudulent 
to  appear  to  guaiantee  when  in  fact  the  company  doesn't. 

Next  time  you  buy  something  with  a  guarantee,  either 
read  the  fine  print  or  ask  the  seller  just  what  it  promises. 


PAROCHIAL 

If  the  courts  strike  down  all  forms  of  indirect  state  and 
federal  aid  to  parochial  schools  on  the  basis  of  the  Con- 
stitutional provision  for  separation  of  church  and  state,  we 
will  rapidly  face— if  you'll  pardon  the  expression— one  hell 
of  a  costly  problem. 

Some  3.4  million  young  attend  privately  supported 
Catholic  schools  and  another  half  million  other  church  and 
nondenominational  private  schools. 

All  of  them  are  in  a  financial  bind,  most  notably  the 
huge   Catholic   system,    which   had   to   close   about   800 


SCHOOL  AID 

schools  in  the  1971  school  year.  If  eveiy  form  of  state  and 
federal  aid  is  eliminated,  it  won't  be  long  before  most  of 
these  parochial  systems  cease  functioning. 

The  cost  for  eveiy  community  and  city  to  house  and 
teach  an  additional  3  million-plus  youngsters  boggles  the 
mind.  Most  of  the  burden  will  be  on  cities  and  com- 
munities that  can  least  afford  it. 

If  it  takes  a  Constitutional  Amendment  to  permit  some 
forms  of  limited  aid  and  it  can't  be  done  swiftly,  then  we 
are  all  in  for  whopping  additional  taxes. 
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DATELINE  AUSTRALIA 

Having  just  returned  from  another  brief  look-see  Down 
Under,  I  can  think  of  no  better  summary  than  to  repeat 
what  I  wrote  here  just  two  years  ago: 

"Fabulous  people. 

Fabulous  continent. 

Fabulous  present. 

Fabulous  future." 

ONE  OF  THE  WORLD'S  WONDERFUL  CITIES 

Sydney. 


WISE 

Recendy  I  was  in  Djakarta  with  a  worldwise  Indo- 
nesian diplomat,  and  I  noticed  at  any  restaurant  or  tea 
shop  we  entered  that  the  waiters  and  the  busboys  and  the 
captains  as  well  as  maitres  d'  all  greeted  him  with  smiling 
enthusiasm.  He  knew  their  names  and  usually  had  a  per- 
sonal word  for  each.  It  was  the  same  in  New  York. 

To  my  query  about  the  how  and  why  of  it,  he  answered, 
"It's  not  the  owners  and  the  presidents  and  the  kings  and 


MAN 

the   Big  Men   who  will  be  serving  you  in  a  restaurant. 

"Whenever  I  am  in  the  home  of  any  government  minis- 
ter or  any  Great  Foreigner,  I  always  converse  a  bit  with 
the  butler  and  the  maid.  Whenever  I  am  there  again,  no 
matter  how  crowded  the  reception,  I  can  always  get  service 
while  important  people  are  queued  up  all  over  the  place. 

"For  most  of  us,  it  is  not  the  Big  Wheels  who  make  our 
world  go  'round.  It's  the  little  ones." 


THEY'LL  NEED  TO   SWALLOW  THEIR  OWN  NOSTRUMS 

If  the  Food  &  Drug  Administration  goes  after  unpre- 
scribed  patent  medicines  as  they  say  they  are,  American 
Home  Products  may  need  some  of  its  own  nostrums. 


A   ISon-Critic^s  Critique:    NOTES 

La  Petite  Ferme-189  West  10th  Street  (Tel:  242-7035). 
Currently  the  In-ist  wee  eatery  with  the  city's  gastronomy 
cognoscenti.  Its  ci-eator-chef  fled  the  headaches-heart- 
aches of  haute  cuisine  at  the  Ground  Floor  and  opened 
this  six-table  bistro  of  limited  but  flavorful  dishes.  Inexpen- 
sive good  wines,  no  liquor.  Because  it's  been  much  Discov- 
ered and  often  writ-about,  you  have  to  reserve  from  a 
month  or  two  ahead  of  time. 

Dionysos-304  East  48th  Street  (Tel:  758-8240).  This 
restaurant  is  what  every  aspiring  restaurant  in  Greece  it- 
self would  like  to  be.  Absolutely  the  most  fun,  joie  de 
vivre,  gemiitlichkeit,  good  fun-good  food  restaurant  in 
New  York.  The  waiters  serve  you  with  the  same  swift, 
cheerful  verve  with  which  they  do  the  traditional  Greek 
dances  in  between  times. 

Copacabana-lO  East  60th  Street  (Tel:  758-1060). 
Even  on  Mondays,  here  you'll  get  the  full-fledged  Satur- 
day night  show— really  the  only  super  suppershow  in  town 
—and  the  food  is  edible. 

Monk's  Inn-35  West  64th  Street  (Tel:  874-2710).  If 
you  have  any  fondness  at  all  for  fondue  or  any  cheesy 
dish,  this  atmosphereful  place  is  >our  dish.  No  hard  liq- 
uor.   Some   tasty   wines   and   a   couple   of   the    best    un- 

BEAUTIFUL 

Outside  it  fades;  inside  it  stays. 
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ON  NEW  YORK   RESTAURANTS 

heard-of  import  beers  to  go  with,  f'rinstance,  as  good 
a  Welsh  rabbit  as  you'll  find  anywhere  in  New  York. 
On  the  table  to  begin  with:  a  basket  of  apples,  scrump- 
tious coarse  bread  and  a  square  of  sharp  cheese.  Mod- 
estly priced  and  much  more  than  your  money's  worth.  I 
would  put  the  Monk's  Inn  on  a  par  with  Forbes'  other 
and  difi^erent  Find,  three-star  Le  Steak  Restaurant  (1089 
2nd  Avenue,  421-9072). 

Luchow's-nO  East  14th  Street  (Tel:  GR7-4860).  This 
Old  Gloiy  of  Deutschland  Oompah  will  appeal  to  all  your 
senses  save  one— taste.  The  large  portions  of  dumphng- 
esque  food  are  invariably  punk.  The  setting  is  so  appealing, 
though,  that  it  makes  the  trip  to  14th  Street  worthwhile. 

Hibaclii  Japanese  Steak  House—Sixth  Avenue  and  8th 
Street  (Tel:  228-3440).  Japanese  steak  houses  in  New 
York  City  have  multiplied  like  crazy  in  recent  years.  Some 
are  awful,  of  which  this  one  is  a  prize  example.  The  rice  is 
domestic,  the  tea  like  Lipton's.  Our  pleasant  Japanese  wait- 
ress apologized  by  explaining  that  both  the  chef  and  the 
manager  "were  Chinese."  For  the  best,  stick  with  Bcnihana 
of  Tokyo  ( 120  East  56th  Street,  593-1627;  and  61  West 
56th  Street,  581-0930)  and  Nippon  (145  East  52nd 
Street,  355-9020). 

THEY  CAN  AFFORD  IT 

People  who  are  the  Most  demand  the  Least. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 
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What  we 


General  Electric  is  the  kind  of  livewire  company 
that  demands  action  from  all  its  operations  — 
including  its  finance  affiliate.  That's  why  some 
of  the  temporary  cash  surpluses  of  General 
Electric  Credit  Corporation  are  frequently 
transmitted  to  Bank  of  America  for  profitable 
investing  on  a  short  or  medium  term  basis. 
They  realize  that  our  Investment  Securities 
Division  is  tuned  into  all  the  possibilities 
currently  available.  And  they  .appreciate  the 
flexibility  offered  by  a  bank  that  handles 
over  $2.0  billion  in  money  market  operations 
every  working  day.  As  a  company  that's  into 
computers,  they  understand  the  value  of  our 


really  turns  GE  on. 


fast,  accurate  computerized  data  transmission 

facilities.  And  they  like  our  positive  approach 

to  any  investment  opportunity. 

How  about  your  company?  Could  you  use 

a  more  dynamic,  more  profitable,  more 

comprehensive  approach  to  your  corporate  cash? 

Why  not  call  on  the  people  who  help  brighten 

General  Electric's  financial  picture? 

San  Francisco  (415)  622-5680, 

Los  Angeles  (213)  683-4215, 

New  York  Office  (212)  425-3550. 


BANKOF  AMERICA 


m 


Bank  Investnrient  Securities  Division 


Shuttle:  It  won't  take  the  kids  to  school 

or  mom  to  the  store,  but  it  will  work  for  you. 

America's  aerospace  engineers  have 
learned  how  to  build  a  spacecraft  that 
can  ferry  equipment  and  passengers  into 
space  and  return,  intact,  to  fly  again  and 
again.  It's  a  space  transport  that  can  eco- 
nomically haul  both  manned  systems 
and  unmanned  satellites  into  orbit,  glean 
from  them  the  knowledge  they  collect, and 
bring  back  satellites  that  need  repair.  It's 
called  Shuttle.  D  Shuttle  will  bring  greater 
space  benefits  within  our  grasp  at  a  price 
we  can  afford.  Its  impact  on  the  harvest 
you  can  expect  from  this  new  frontier 
could  well  compare  with  the  impact  of 
the  pioneer  railroads  on  the  development 
of  the  West.  □  McDonnell  Douglas  is 
leading  a  highly  creative  team  of 
companies  competing  for  the  contract  to 
build  Shuttle  for  NASA.  The  engineering 
and  management  challenges  of  Shuttle 
are  not  unlike  many  we've  met  before  — 
challenges  that  pull  technological 
bargains  out  of  aerospace  research  so 
that  our  space  skills  pay  down-to-earth 
dividends  for  everyone.  D  The  key  is  to 
anticipate  technical  unknowns  and  keep 
programs  moving  on  schedule  and  within 
cost  estimates.  These  well-known 
programs  we've  managed  prove  it  can 
be  done:  the  Gemini  Spacecraft  we  built 
for  NASA  met  all  their  mission  objectives; 
F-4  Phantoms  — 4,200  so  far  — are  the 


first-line  operational  fighters  of 

the  Free  World;  smokeless,  quiet 

McDonnell  Douglas  DC-10  jetliners  are 

winning  airline  plaudits 

and  passenger  praise; 

and  our  Air  Force 

F-15  air  superiority 

fighter  is  on  contract  schedule  and  cost 

estimates  as  it  heads  for  a  mid-summer 

first  flight.  D  We  make 
products  that  fulfill 
this  promise:  to  do  the 
work  for  which  they 
were  built  and  more.  To  find  out  more 
about  how  we  are  a  different  kind  of 
aerospace  company,  please  write  to: 
McDonnell  Douglas,  Box  14526, 
St.  Louis,  Missouri  63178.  / 

We'll  send  our  annual  report.        /"""^V^ 
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Forbes 


The  Perfect  Product? 

The  insurance  industry  thinks  that  it  may  have  found  one  with 
"variable"  life  insurance.  Will  the  SEC  agree  later  this  month? 


Though  the  first  policy  has  yet  to  be 
sold,  the  life  insurance  industry,  like 
a  proud  expectant  father,  is  already 
starting  to  congratulate  itself  over  its 
newest  creation— variable  hfe  insur- 
ance. Already  35  state  legislatures 
have  given  the  concept  their  prelimi- 
nary' approval.  In  mid-April  the  Se- 
curities &  Exchange  Commission  will 
be  asked  for  its  blessing. 

Quick  and  C/ean 

The  industry  hopes  that  the  hear- 
ings will  be  routine.  They  may  well 
be.  One  fan  of  variable  life  is  SEC 
Chairman  William  J.  Casey,  who  said 
in  February:  "When  you  start  selling 
equity  or  variable  life  insurance  poli- 
cies we  will  get  another  huge  infusion 
of  institutional  equity  money." 

It  is  easy  to  see  why  the  life  insur- 
ance industry  needs  a  new  product. 
Though  the  amount  of  life  insurance 
in  force  has  risen  from  $242  billion 
in  1950  to  $1.5  trillion  today,  its  share 
of  the  individual  savings  dollar  has 
slid.  At  the  end  of  World  War  II  it 
was  54%.  Today  it  is  18%.  Meanwhile, 
other  institutions  have  grabbed  an  in- 
creasing chunk  of  individual  savings: 
common  stocks  from  28.5%  to  36.4%; 
mutual  funds  from  0.33%  to  2.6%;  sav- 
ings accounts  from  12.9%  to  22.3%. 
How  indeed  can  a  drab  life  insurance 
policy  compete  with  anything  as 
agreeable  as  a  AAA  corporate  bond 
that  yields  7.5%  or  as  excituig  as  a 
Wall  Street  mutual  fund? 

Obviously,  just  plain  old  life  insur- 
ance can't.  That  is  where  "variable" 
life  comes  in.  When  anyone  buys  the 
typical  life  insurance  policy,  he  is 
making  two  quite  distinct  purchases. 
First,  he  is  insuring  himself  against 
early  death.  Second,  he  is  signing  up 
for  a  form  of  self-enforced  investment, 
much  as  he  would  enroll  in  a  bank's 
Christmas  Club. 

That  is  because  most  life  insurance 
is  cash  value  insurance.  Unlike  term 
insurance,  which  only  pays  off  if  the 
policyholder  dies,  cash  value  pays  off 
I )  if  he  dies  and  2 )  when  the  holder 
decides  to  cash  in  the  policy,  normally 
during  his  retirement  years.  Take  a 
25-year-old  male  who  wants  to  buy 
a  $50,000  cash  value  policy  that  will 


insure  his  life  to  the  age  of  65.  The 
figure  varies,  but  perhaps  half  of  the 
annual  premiums  of  $590  would  go 
for  the  pure  death  protection.  The  re- 
mainder would  be  invested  in  fixed 
income  securities  so  that  by  the  time 
the  policyholder  retires  he  has  built 
up  a  nest  egg— the  cash  value— to 
perhaps  $29,000. 


This  dual  character  of  cash  value 
life  insurance  has  often  been  criti- 
cized. The  critics  argue  that  the  typi- 
cal policyholder  is  better  off  if  he 
buys  term  insurance  and  invests  the 
premiimi  money  saved  in  mutual 
funds  or  bonds.  But  the  insurance 
industry  has  always  prided  itself  on 
the  fact  that  it  has  been  able  to  guar- 
antee a  "fixed"  cash  value.  There  was 
one  catch:  inflation.  Consider  the  case 
of  a  25-year-old  who  bought  a 
$50,000  policy  in  1932  planning  to  re- 
tire in  1972  at  the  age  of  65.  The 
$29,000  "fixed"  cash  value  is  there  as 
promised  for  him  to  tap.  But  inflation 
has  cut  its  value  by  67%. 

With  a  variable  life  insurance  pol- 
icy, part  of  the  inflation  problem 
might  be  licked.  The  death  benefit 
would  still  be  fixed.  However,  the  rest 
of  the  premium,  the  cash  value  por- 


tion, could  be  invested  in  equities  as 
well  as  bonds.  If  the  equities  did  well, 
then  the  nest  egg  would  grow  faster. 
If  they  did  poorly  it  would  not.  It 
would  all  depend  on  the  stock  mar- 
ket—and the  insurance  company's  in- 
vestment acumen. 

Quite  correctly,  the  insurance  in- 
dustry senses  the  chance  for  a  major 
marketing  breakthrough.  In  Europe, 
nearly  10%  of  all  life  insurance  is  es- 
timated to  be  equity  based.  A  per- 
suasive life  insurance  salesman  would 
be  able  to  promise  the  safety  of  the 
guaranteed  death  benefit,  the  security 
of  prudent  investment  management 
and  the  possibility  of  capital  gains. 
What  else  could  a  customer  ask  for? 
"The  life  insurance  sales  machinery 
hasn't  set  the  world  on  fire  selling  mu- 
tual funds,"  said  SEC  Chairman  Casey 
in  February,  "but  it  knows  how  to  sell 
protection.  When  that  protection  has 
a  built-in  inflation  factor,  I  see  life 
insurance  companies  becoming  an 
enormous  factor  in  the  equity  market." 

Indeed,  a  number  of  mutual  funds 
are  up  in  arms  about  the  entire  idea. 
They  point  out  that  the  insurance  in- 
dustry is  the  only  major  savings  group 
that  is  not  federally  regulated.  As  a 
result,  an  insurance  company  would 
not  have  to  publish  the  comparative 
performance  records  that  the  SEC  re- 
quires of  mutual  funds.  It  would  not 
be  subject  to  the  same  confining  rules 
about  advertising. 

Perhaps  most  important,  the  insur- 
ance companies  would  not  have  to 
stick  to  the  same  rules  about  sales 
commissions.  The  life  insurance  sales- 
man who  sells  a  policy  on  which  the 
annual  premiums  are  $500  could  col- 
lect 55%  ($275)  of  that  premium  in 
the  first  year.  The  mutual  fund  sales- 
man could  collect  only  8%  ($40)  in 
the  first  year  and  would  have  to  re- 
turn the  following  year  to  make  the 
next  $40  sale.  Explains  Bichard  Phil- 
lips, an  attorney  who  has  been  hired 
by  the  Wellington  Management  Co. 
and  seven  other  mutual  funds:  "We 
feel  this  is  an  end  run  by  the  insur- 
ance industry  around  SEC  regulation 
that  is  a  real  threat  to  the  mutual 
fund  industry." 

The  howls  from  the  mutual  funds 
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would  be  louder  except  for  one  fact: 
The  majority  of  funds  are  now  owned 
by  insurance  companies  or  have  their 
own  insurance  subsidiaries. 

The  strategy  of  the  life  insurance 
companies  is  to  keep  the  SEC  hear- 
ings as  low  piofile  as  possible.  They 
will  argue  that  the  variable  life  policy 
is  just  a  form  of  insuiance  and  that 
SEC  supervision  isn't  necessary. 

What  opponents  like  Wellington 
Fund  will  try  to  do  is  to  have  vari- 
able life  policies  brought  under  the 
Securities  Acts  of  1933  and  1934  and 
the  Investment  Company  Act  of  1940. 
That  would  mean  the  same  quality 
of  disclosure  and  the  same  commis- 
sion schedules  that  presently  apply  to 


mutual  funds.  In  effect  they  will  argue 
that  a  variable  life  policy  is  not  basi- 
cally an  insurance  policy  at  all,  but  a 
mutual  fund  with  a  tenn  life  policy 
thrown  in  to  sweeten  it. 

Says  one  concerned  SEC  Commis- 
sioner: "What  about  the  quality  of 
the  stocks  a  variable  fund  will  buy? 
What  about  the  natural  pressures  to 
become  a  go-go  operation?  Or  to  keep 
profits  out  of  the  hands  of  policy- 
holders by  shifting  the  good  stocks 
to  the  main  [insurance]  account  and 
the  bad  ones  into  the  variable  [invest- 
ment] account?  If  we  don't  [regulate 
them],  how  can  the  50  [state]  in- 
surance commissioners,  where  the  in- 
surance lobby  has  real  clout,  be  ex- 


pected to  do  the  job?" 

If  the  SEC  decides  not  to  sweep 
variable  life  policies  under  its  umbrel- 
la, the  life  insurance  industry  will 
have  a  product  that  should  help  it 
capture  a  significantly  larger  portion 
of  consumer  savings. 

If  the  SEC  does  decide  to  regulate 
variable  policies,  the  life  insurance 
companies  may  have  second  thoughts 
about  the  whole  idea.  SEC  interven- 
tion might  be  the  opening  wedge  in 
'a  shift  from  state  regulation  to  fed- 
eral regulation,  a  change  that  the  life 
companies  don't  want  to  see. 

The  way  the  SEC  goes  may  shape 
the  direction  of  the  insurance  mdus- 
try  for  years  to  come.   ■ 


Tightening  Up 


What's  behind  the  reorganization  at  Motorola?  Simp/y  this:  The 
company  means  to  act  ///re  a  multibillion-dollar  corporation. 


WiLLL-vM  J.  Weisz  works  in  his  shirt- 
sleeves, sporting  a  red-and-white-Mo- 
torola-get-acquainted  name  badge 
that  says,  "Bill  Weisz."  He's  president 
of  Motorola,  but  everybody  in  the 
company  calls  him  "Bill."  At  Motorola, 
everybody  calls  everybody  by  his  or 
her  first  name.  "We're  all  very  casual 
and  friendly  around  here,"  says  Weisz. 
"That's  what  these  name  tags  are  for 
—whether  it's  me  or  the  girl  on  the 
production  line."  It's  a  tactic  some 
companies  adopt  when  a  lot  of  val- 
uable executive  talent,  feeling  isolated 
and  ignored,  tends  to  job  hop  like  Les- 
ter Hogan,  who  in  1968  took  the 
top  job  at  Fairchild  Camera  and  took 
seven  Motorola  executives  with  him. 

For  years,  Motorola,  a  broadly 
based  electronics  manufacturer,  was 
not  only  casual  and  friendly,  it  was 
practically  a  one-man  organization. 
The  man  was  Robert  W.  Calvin 
("Bob  to  you"),  son  of  the  founder, 
who  serves  as  both  chairman  and 
chief  executive  officer.  Every  division 
was  virtually  autonomous,  reporting 
directly  to  Calvin  or,  if  Galvin  wasn't 
around,  to  Vice  Chairman  Elmer 
Wavering,  who'll  retire  this  spring. 

Last  month,  Bob  Galvin  announced 
a  new  layer  of  management  at  the 
corporate  level.  Each  of  the  compa- 
ny's five  divisions  will  now  report  to 
a  corporate  group  manager  instead  of 
directly  to  Galvin  or  Weisz.  The  ex- 
pansion of  Motorola's  corporate  staff 
will  free  Weisz  and  Galvin  to  chart 
the  company's  long-term  growth  in 
the  big  leagues. 

Clearly,  the  expansion  was  long 
overdue.  Weisz  sa>s  Galvin  planned 
it  a  year  ago  but  delayed  announcing 
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it  because  he,  Weisz,  was  laid  up 
with  a  heart  attack.  Since  1967  sales 
have  risen  from  $630  million  to  $926.6 
million  last  year.  They  should  be  over 
$1  billion  this  year,  and  Motorola's 
goal  is  to  become  a  multibillion-dollar 
corporation. 

If  the  company  was  too  large  in 
1967  to  depend  on  just  one  man,  it's 
certainly  too  large  now.  "As  we  were 
looking  at  it,"  says  Weisz,  "we  de- 
cided we  were  not  going  to  be  able 
to  become  a  multibillion  company  if 
all  we  did  was  continue  to  do  things 
the  way  we  were  doing  them." 

After  wisely  skipping  conglomerate 
acquisitions.  Motorola's  ambitions  for 
growth  rest  on  the  New  Ventures 
group  that  Galvin  created  under  his 
reorganization  plan.  The  company 
has  always  been  strong  on  technology. 
It  has  led  the  field  in  two-way  po- 
lice radios  and  car  radios.  The  com- 
munication division,  which  includes 
the  two-way  police  equipment,  is  in- 
credibly profitable,  making  up  an  es- 
timated 50%  of  last  year's  profits  of 
$31.7  million  after  taxes  (up  24%  from 
1970).  Motorola  radios  go  into  almost 
all  Chrysler,  American  Motors  and 
Volkswagen  cars  domestically,  which 
added  another  10%  or  so  to  earnings. 

Motorola  was  the  first  electronics 
company  to  introduce  solid-state  col- 
or television  sets,  though  its  sets  have 
some  small  tubes  in  them.  Last  year 
it  spent  a  substantial  amount  (maybe 
5  cents  a  share)  to  beef  up  the  distri- 
bution for  its  Quasar  color  television 
line.  The  result:  Quasar  sales  were  up 
70%  as  compared  with  an  industry- 
wide rise  of  26%.  Even  more  impor- 
tant, Weisz  claims  Quasar  is  now  in 


third  place  in  color  television.  That's 
an  estimated  11%  of  the  highly  com- 
petitive color  market. 

Where  does  Motorola  think  it  can 
cut  an  equally  wide  swath  in  the  fu- 
ture? "What  we're  looking  for  is 
something  where  we'll  have  specific 
competence,  something  where  we'll 
be  better  than  anyone  else,"  says 
Weisz.  Such  as  broad-band  cable 
communications  reaching  right  in  to 
the  homeowner's  TV  set?  "Sure," 
says  Weisz.  "Not  long  ago  Bob  Galvin 
made  a  stirring  proposal  of  how  to  put 
broad-band  on  a  reasonable  economic 
basis. 

"Even  if  we  don't  go  into  the 
broad-band  business  per  se,  we  hope 
to  sell  an  awful  lot  of  transistors  and 
integrated  circuits  to  other  people 
who  are  going  to  be  in  it.  But  broad- 
band is  an  example  of  the  kind  of 
business  we  might  get  in." 

Additional  Crov/lh 

What  else?  "We're  in  the  computer 
memory  business  already.  Primarily 
as  suppliers,  but  we're  convinced  tran- 
sistors and  integrated  circuits  are  go- 
ing to  take  over  the  business."  And 
Motorola  has  a  very  strong  base  in 
semiconductors— second  only  to  Texas 
Instruments.  "In  the  meantime,  we're 
going  to  build  as  strong  a  base  as  pos- 
sible and  get  as  many  of  our  compo- 
nents into  everybody  else's  as  we  pos- 
sibly can." 

Of  couise,  selling  at  $96  per  share 
or  40  times  earnings.  Motorola  stock 
does  not  look  cheap— especially  be- 
cause of  erratic  past  earnings.  Still, 
the  company  has  always  been  quick 
to  see  new  opportunities  in  the  elec- 
tronics field,  seize  them  and  grow. 
With  its  strong  base  in  semiconduc- 
tors, the  building  blocks  for  new  so- 
phisticated electronic  equipment,  and 
its  new  organizational  structure,  Mo- 
torola just  might  get  more  profits  to 
go  with  more  sales  this  time.   ■ 
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More  Than  Meets  the  Eye? 

Edgar  Kaiser  says  he's  just  cleaning  house  by  selling  a 
few  assets.  But  clearly,  $52  million  will  come  in  handy. 


To  hear  Chairman  Edgar  F.  Kaiser 
tell  it,  there  was  only  one  important 
reason  for  Kaiser  Industries'  sales  oU 
its  21.6'^  of  American  Motors  Corp. 
last  month.*  "For  2}i  years  we've  been 
saying  we'd  get  out  of  the  automo- 
bile business,"  he  says.  "This  is  final- 
ly our  exit."  To  the  63-year-old  Kai- 
ser, it  appears  almost  inconsequen- 
tial that  S39  million  dropped  into 
Kaiser  coffers  from  the  sale.  "We  don't 
even  have  any  specific  plans  for  the 
money,"  he  says. 

But  could  it  be  that  Kaiser  needs 
that  cash?  Kaiser  certainly  paid  a 
stiff  price  to  get  out  of  AMC:  Listed 
on  the  company's  books  at  !>)9.34  a 
share,  the  stock  went  at  S7.25,  for  a 
$10.3-million  aftertax  loss.  And  green- 
backs haven't  been  that  abundant 
around  Kaiser's  Oakland,  Calif,  head- 
quarters. On  sales  of  $371  million 
last  year.  Kaiser's  working  capital 
was  only  S29  million  (though  up 
from  $19  million  in  1970).  Cash  flow 
increased  shghtly  to  an  unexciting 
$24  million.  Earnings  slipped  to  $15 
milhon;  the  loss  on  the  AMC  sale 
cut  Kaiser's  net  to  only  $5  million.  Its 
main  source  of  income— its  partially 
owned  subsidiaries— has  dwindled. 

What's  more,  AMC  isn't  all  Kaiser 
has  sold  lately.  In  January,  it  gave  up 
its  10%  share  in  Los  Angeles'  newest 
and  tallest  skyscraper,  the  Atlantic 
Richfield  Towers,  for  $4  million.  In 
March,  Kaiser  auctioned  its  small  but 
profitable  cable  television  operation 
for  $9  million.  Total  proceeds  for  Kai- 
ser in  1972:  $52  million. 

Edgar  insists  the  sales  weren't 
made  to  raise  money.  "We're  in  good 
shape  financially, "  he  says.  "We  pre- 
paid our  $9.7-million  debt  for  1972 
before  we  ever  got  the  American  Mo- 
tors money.  The  sales  were  made  so 
we  can  concentrate  on  the  businesses 
we  are  best  equipped  to  run."  The 
building  sale.  Kaiser  explains,  was  a 
favor  to  ARCO  Chairman  Robert  O. 
Anderson,  who  is  moving  ARCO's 
headquarters  from  New  York  to  Los 
Angeles.  "We  still  have  to  find  a 
building  for  ourselves,"  Kaiser  says. 
The  CATV  sale,  he  goes  on,  was  to 
avoid  "the  $100  million  or  so  invest- 
ment needed"  to  make  it  competitive. 

Still,  Kaiser  has  traditionally  been 
cash  poor.  Just  as  ancient  Rome  de- 
pended on  its  scattered  provinces  for 
financial  support,  Kaiser  leans  heavily  . 
on  its  subsidiaries  for  cash  flow.   In 
fact,  without  them.  Kaiser  Industries 

'Kaiser  set  a  Big  Board  record  by  trading  5.3  mil- 
lion of  its  5.5  million  AMC  shares  in  one  transaction. 

FORBES,   APRIL   1,    1972 


couldn't  support  itself.  In  1971  Kai- 
ser's wholly  owned  divisions  (Kaiser 
Engineers,  Sand  &  Gravel,  Aerospace 
&  Electronics  and  Broadcasting)  post- 
ed an  operating  profit  of  only  $8  mil- 
lion on  revenues  of  $371  million.  Tak- 
en alone,  that  doesn't  cover  interest 
and  general  corporate  expenses.  "Kai- 
ser has  always  been  scraping  around 
for  cash,"  says  one  analyst. 

Last  year.  Kaiser's  partially  owned 
subsidiaries  let  it  down.  The  far-flung 
complex  of  Kaiser-related  companies 
tallied  combined  sales  of  almost  $3 
billion.  Yet,  altogether,  those  compa- 
nies—Kaiser Steel  (58%  owned).  Kai- 
ser Aluminum  (38%),  Kaiser  Cement 
&  Gypsum  (37%),  National  Steel  & 
Shipbuilding  (50%)  and  American 
Motors  (21.6%)  earned  just  a  meager 
$49  million,  about  a  1.8%  return  on 
sales.  Kaiser's  cut  dropped  to  $14.6 
million,  vs.  $31  million  in  1967. 

Down-to-Earth  Problems 

Kaiser's  troubles  are  as  basic  as  its 
businesses.  All  its  subsidiaries  are  in 
slow-growing,  cyclical  industries  that 
generally  swing  with  the  economy. 
Earnings  were  automatically  de- 
pressed in  1971.  In  1972,  with  the 
trumpeted  economic  recovery  more 
trumpet  than  recovery,  it  could  mean 
more  of  the  same  for  Kaiser  compa- 
nies. Moreover,  Kaiser  has  a  reputa- 
tion for  simply  not  managing  its  com- 
panies well.   "If    there    is    a    v/ay  to 

Kaiier  of  Kaiser  Industries 


make  a  mistake,"  says  one  Kaiser 
watcher,  "somehow  Kaiser  companies 
manage  to  do  it." 

A  prime  example  is  Kaiser  Steel. 
Its  much-touted  Canadian  coal  ven- 
ture, Kaiser  Resources,  has  been 
wracked  by  costly  engineering  mis- 
takes (Forbes,  Mar.  15,  1971).  As  a 
result,  Steel's  investment  has  jumped 
from  a  planned  $111  million  to  over 
$146  million.  Kaiser  Resources'  losses, 
combined  with  tough  Japanese  com- 
petition on  the  West  Coast,  plunged 
Kaiser  Steel  $1  million  into  the  red 
last  year.  On  top  of  this,  several  high 
Kaiser  officers  were  recently  dis- 
covered trading  Resources  stock  al- 
legedly on  inside  information. 

For  1972,  Kaiser  Steel  faces  new 
difficulties.  It  was  hammered  by  a 
six-week  strike  early  this  year.  More 
important,  the  Japanese— big  raw  ma- 
terials customers  for  all  Kaiser  com- 
panies—cut back  iron  ore  orders  from 
34%-owned  Hamersley  Holdings,  Ltd., 
an  Australian  iron  mine.  Hamersley's 
planned  output  of  25  million  long  tons 
for  1972  is  now  estimated  at  20  mil- 
lion tons.  A  new  $200-million  mine 
will  sit  idle  until  demand  picks  up. 

Kaiser's  other  subsidiaries  haven't 
fared  much  better.  Stuck  with  bulg- 
ing warehouses  and  a  weak  demand 
for  aluminum.  Kaiser  Aluminum 
halved  its  net  in  1971  to  $27  million, 
and  a  fifth  of  that  came  from  a 
real  estate  subsidiaiy.  National  Steel 
&  Shipbuilding's  income  also  dropped 
50%,  though  its  1971  backlog  of  $123 
million  is  up  from  1970's  depressed 
$54  million.  Cement  &  Gypsiun 
plodded  along  at  its  usual  low-profit 
pace.  Ironically,  the  only  partially- 
owned  subsidiary  to  show  marked  im- 
provement was  American  Motors.  Its 
contribution  to  Kaiser's  earnings  was 
$1.5  million,  up  from  a  $7-million 
loss  the  year  before. 

Doubtless,  the  sale  of  AMC  stock 
has  strengthened  Kaiser.  It  removed 
a  big  fluctuation  in  Kaiser  earnings. 
American  Motors  is  a  perennial  boom- 
or-bust  situation  which  Kaiser  doesn't 
control.  Its  changing  fortunes  could 
account  for  a  30-cent  flip-flop  in  Kai- 
ser earnings.  Moreover,  if  Kaiser  uses 
the  sale  proceeds  to  retire  some 
costly  debt,  it  will  kill  the  proverbial 
two  birds  with  one  transaction. 

One  thing  is  certain:  No  matter 
what  the  reasons  for  the  sale.  Kaiser 
can  always  use  the  cash.  "We  are  in 
very  capital-intensive  industries,"  says 
Edgar  Kaiser,  which,  freely  translated, 
means  Kaiser  could  swallow  that  mon- 
ey in  a  hurry.  But  if  prospects  for 
Kaiser's  subsidiaries  don't  perk  up 
soon,  Edgar  would  be  wise  not  to 
spend  it  too  quickly.  That  $52  mil- 
lion could  be  a  nice  soft  cushion  for 
an  otherwise  very  hard  landing.  ■ 
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Luck,  Pluck  and  a  Hot  Concept 

Is  a  train  that  carries  passengers  and  autos  a  railroad?  No,  it's 
leisure  time.  Is  its  stock  worth   $84  million?  Not  anymore. 


One  of  the  hottest  of  the  new  con- 
cept stocks,  Auto-Train  Corp.,  the  out- 
fit that  puts  car  and  family  on  the 
train  at  Washington  and  deposits 
them  in  Florida  near  Disney  World, 
is  a  good  example  of  the  sheer  fantasy 
of  the  new-issues  market  as  well  as 
an  illustration  of  what  a  young  man  of 
brains,  ambition  and  luck  can  ac- 
complish in  our  nation's  capital. 

Auto-Train  has  been  in  operation 
four  months;  the  stock  has  been  out 
for  nine  months.  There  are  no  report- 
ed results  as  yet.  The  company  says 
business  is  better  than  had  been  antic- 
ipated. But  if  its  two  trains  ran  filled 
to  capacity  for  a  year,  the  maximum 
revenue  Auto-Train  could  take  in 
would  be  $13.7  million.  Profits?  Presi- 
dent Eugene  K.  Garfield  says:  "I 
think  the  company  will  be  profitable." 
When?  "In  the  not-too-distant  future." 

Don't  mention  "railroad"  to  Auto- 
Train  executives.  That  smells  of  10 
times  earnings  and  dull  things  like 
that.  Say  rather  "tourism."  Better  yet, 
"leisure  time." 

Traded  over  the  counter,  Auto- 
Train  has  gone  from  its  $10  offering 
price  to  as  high  as  $60  a  share  since 
early  January  1972,  and  recently  fell 
to  around  $35.  That  still  gives  Auto- 
Train  market  value  of  $49  million, 
quite  a  premium  for  a  company  with 
book  value  of  $6.05  million,  all  of  it 
the  result  of  the  company's  public  of- 
fering last  July. 


A  rose  is  a  rose.  And  Auto-Train,  as 
its  name  implies,  is  a  railroad.  It  moves 
freight— the  automobiles— and  passen- 
gers in  its  railroad  cars  over  the 
tracks  of  the  Seaboard  Coast  Line  and 
Richmond,  Fredericksburg  &  Potomac 
railroads.  It  is  registered  with  the  In- 
terstate Commerce  Commission  as  a 
freight  carrier  (not  a  passenger  car- 
rier, note)  and  its  fares  are  regulated 
by  the  ICC.  And,  like  other  railroads, 
it  gets  competition  from  airlines. 

An  Idea  Is  Born 

The  concept  for  Auto-Train  origi- 
nated in  the  Department  of  Transpor- 
tation in  the  same  study  that  produced 
the  idea  for  a  turbotrain  and  the  Met- 
roliner.  In  Auto-Train's  case  the  study 
was  done  in  conjunction  with  the  Sea- 
board Coast  Line  Railroad  and  dealt 
with  the  number  of  tourists  going  to 
Florida  each  year  by  car.  The  study 
determined  that  there  would  be  a 
market  for  a  service  that  would  take 
the  car  through  the  South.  Therefore, 
Congress  ruled  in  1968  that  the  con- 
cept needed  no  federal  subsidy  but 
should  attract  private  capital.  Sea- 
board itself  looked  it  over,  calling  in 
New  York  equipment-leasing  special- 
ists Tracy,  Peterson  &  DeVoe,  Inc.  to 
help.  But  Seaboard  was  just  shaking 
down  the  1967  merger  with  Atlantic 
Coast  Line  Railroad  and  decided  it 
had  better  uses  for  its  capital. 

This  left  Tracy,  Peterson  &  DeVoe 


with  the  knowledge  that  a  good  idea 
was  sitting  there  but  lacking  the  sure 
knowledge  of  how  to  bring  it  to  frui- 
tion. »That  was  when  they  were  intro- 
duced to  Eugene  Kerik  Garfield. 

Was  Garfield  a  railroad  man?  No, 
Garfield  was  a  lawyer  working  at  the 
time  in  the  Department  of  Transporta- 
tion in  the  highly  political  post  of 
liaison  with  the  governors  of  the  states. 
He  was  a  Florida  lawyer  who  had 
been  assistant  to  Democratic  Governor 
Haydon  Burns  in  1965  and  general 
counsel  of  the  state's  education  de- 
partment before  being  brought  up  to 
Lyndon  Johnson's  new  DOT  in  1967. 

On  Apr.  11,  1969  David  H.  Tracy, 
John  F.  Peterson  and  Lawrence  H. 
DeVoe  incorporated  Auto-Train  in 
Florida  and  became  its  first  secretary, 
vice  president  and  treasurer,  respec- 
tively. A  week  later  the  three  men 
employed  Eugene  Garfield  as  presi- 
dent. Garfield,  along  with  some  ven- 
ture capital  investors,  paid  $1  a  share 
for  18,000  shares  and,  as  part  of  his 
employment  agreement,  purchased 
190,000  shares  at  20  cents  each.  His 
$56,000  total  investment  was  recently 
worth  around  $7  million.  Quite  a  gain 
in  less  than  a  year! 

Garfield  set  about  bringing  the  con- 
cept to  fruition.  Where  that  involved 
railroad  matters,  he  had  the  help  of 
his  consultants,  Tracy,  Peterson  &  De- 
Voe. Where  it  involved  government, 
he  needed  none.   Of  course,  the  big 


Because  furnel  tr 
not  be  extended   •' 
York    City,   the   large 


are  too  n\<',  t-  e  Auto-frain  can- 
n  the  Washington  area  to  New 
:>'   potential  market.    With    glass- 


domed  cars  which  once  were  used  on  now  discontin- 
ued scenic  tours,  the  Auto-Train  attracts  those  who 
used  to  drive  to  Florida  but  arrived  feeling  exhausted. 
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hurdle  was  the  financ- 
ing to  buy  the  equip- 
ment. Says  Garfield:  "I 
had  to  get  directions  to 
get  to  Wall  Street  the 
first  time  I  went  there." 
When  he  got  there  he 
found  that  "some  po- 
tential investors  want- 
ed all  of  the  company." 
But  he  believed  that 
"somewhere  out  there 
there  would  be  an  in- 
vestment banker"  who  would  help 
him.  And  there  was-right  back  home. 
Executive  Securities  Corp.  of  Mi- 
ami led  the  underwriting  that  brought 
Auto-Train  public.  E.\ecuti\e  Securi- 
ties took  10%  of  the  offering  price  plus 
options  to  buy  Auto-Train  at  prices 
up  to  $13  for  five  years  after  the  issue. 
The  public,  which  put  up  all  the  mon- 
ey, got  about  Italf  of  the  stock. 

Garfield  then  hired  not  one  but  two 
public  relations  firms  to  spread  the 
good  news.  Brokerage  recommenda- 
tions and  newspaper  and  magazine  ar- 
ticles began  to  appear.  "After  the  pub- 
licity, I  got  calls,"  says  Garfield.  "I 
talked  to  them  and  they  became  inter- 
ested in  the  concept."  On  Jan.  10  the 
stock  hit  $60,  and  from  that  point  it 
has  declined  some  40%.  To  their  cred- 
it Auto-Train's  executives  were  forth- 
right in  knocking  down  rumors  about 
the  company  and  in  discouraging  the 
wild  enthusiasm  of  Wall  Street. 

And  the  business?  Garfield  says  his 
advance  reservations  show  there  is  a 
market  for  two  more  trains  per  day 
on  the  Washington-Florida  route.  Of 
course,  he  can't  add  trains  until  he 
adds  financing,  so  it's  out  of  the  ques- 
tion for  a  year  or  so,  he  says.  But  will 
business  he  as  strong  as  it  apparently 
has  been?  Will  people  continue  sit- 
tflig  for  14  hours  on  a  train  to  Flori- 


Before  boarding,  Auio-Train  inspects  cars  fo  avoid  false  damage  claims. 
Auio-Train  tries  to  offer  all  the  comforts  of  flying,  with  hostesses  instead  of 
conductors,  movies,  a  cocktail  lounge.  By  leaving  about  eight  o'clock  at  night, 
Auto-Train  helps  offset  the  14  hours  of  travel  by  having  passengers 
sleep  much  of  the  time  away,  either  in  their  seats  or  in  sleeping  compartments. 


da  to  avoid  paying  car  rental  charges? 
What  about  the  competition? 
Northeast  Airlines  filed  a  proposed 
new  fare  scliedule  with  the  Civil  Aero- 
nautics Board  (CAB)  that  would 
take  a  family  of  four,  flying  midweek, 
to  Florida  and  back  home  for  $27.5. 
Auto-Train's  fare  for  that  family  and 
its  car  would  total  $380.  Says  Gar- 
field: "Our  market  is  not  the  air  pas- 
senger but  those  who  drive  to  Flori- 
da. We're  taking  the  people  oft  the 
highways."  But  so  is  Northeast.  For 
on  top  of  the  reduced  fare,  it  will  of- 
fer to  that  family  of  four  a  package 
of  five  nights'  hotel  accommodations 
and  six  days'  use  of  a  rented  car  for 
another  $75.  If  the  Northeast  fare  is 
approved  by  the  CAB,  Eastern  and 
National  will  immediately  fall  in  line. 

The  Questions 

There  are  several  ways  you  can  look 
at  a  deal  like  Auto-Train.  In  its  favor 
you  can  say  this:  It  is  a  concept  that 
was  worth  a  try  and,  without  the  new- 
issues  market,  it  might  have  failed  of 
financing.  But  was  all  that  "concep- 
tualizing" and  publicity  really  neces- 
sary? And  did  Eugene  Garfield  have 
to  get  quite  that  rich,  quite  that  fast? 
Stockholders  who  were  lured  into  the 
stock  around  its  high  and  who  al- 
ready have  a  loss  of  40%  or  so,  would 
almost  certainly  answer:  No!  • 
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Trouble  in  Paradise 

Sweden  has  a  fine  industrial  system,  almost  full  employment,  no  slums, 
no  poverty— but  the  middle  class  is  getting  tired  of  paying  the  price. 


Do  BUSINESSMEN  and  executives  work 
for  money  alone?  Or  for  the  thrill  of 
the  battle,  for  tlie  sense  of  power  and 
accomplishment?  For  both,  of  coiuse. 
But  would  the  businessman  work  as 
eagerly  and  with  the  same  concen- 
tration if  his  income  wasn't  much 
higher  than  that  of  his  subordinate 
who  quits  promptly  at  five? 

Can  you  blend  economic  equality 
with  incentive? 

Sweden  has  been  trying.  It  has 
achieved  some  impressive  successes. 

The  U.S.  can  and  should  learn 
from  them.  But  the  basic  conflict  re- 
mains: The  Swedes,  like  the  Russians 
(and,  in  the  long  run,  probably,  the 
Chinese),  have  failed  to  change  hu- 
man nature. 


Faced  with  a  near-confiscatory 
tax  burden  for  the  middle  class,  many 
Swedish  executives  practice  more  or 
less  open  evasion.  Others  seek  jobs 
outside  the  country  so  that  their  fam- 
ilies can  live  better.  Far  more  than 
their  American  counterparts,  Swedish 
executives  resort  to  double  expense 
accounts,  houses  and  investments 
overseas  and  overseas  assignments  to 
ease  the  burden  of  taxation. 

This  is  what  a  Swedish  executive 
is  up  against:  If  he  earns  $20,000  a 
year,  he  pays  $13,000  in  direct  taxes 
alone;  he  is  left  with  $7,000  in  spend- 
ing money  and  living  money.  This  in 
a  country  where  the  cost  of  living  is 
as  high  as  in  the  U.S. 

Tore  Browaldh,  chairman  of  Sven- 


/s  Sweden  Rictier  Tfian  the  U.S.? 


Gunnar  Myrdal,  now  75,  was  a  young  Swedish  social  economist  when, 
in  the  Thirties,  the  Carnegie  Corp.  brought  him  to  the  U.S.  to  study 
the  plight  of  the  Negro  in  U.S.  society.  An  American  Dilemma,  the  two- 
volume  result  of  that  study,  brought  Myrdal  fame  and  made  him  a  life- 
long student  of  U.S.  affairs  during  a  life  crowded  with  other  interests. 
Forbes  called  on  Myrdal  in  Stockholm  to  ask  him  what  he  felt  the  U.S. 
could  learn  from  his  native  land. 


Myrdal:  The  interesting  things  in  a 
civilization,  whether  Sweden  or  the 
U.S.,  are  the  things  that  the  people 
who  live  there  take  for  granted.  One 
American  problem  is  the  low  partic- 
ipation of  people  in  American  life: 
You  are  happy  if  you  get  more  than 
50%  participation  in  a  Presidential 
election;  in  this  country  the  figure 
is  almost  90%.  This  signifies  that 
America  has  very  little  discussion 
about  underlying  problems— which 
makes  it  even  more  difficult  to  imple- 
ment needed  solutions. 

What    should    Americans    be    dis- 
ctis.^ing? 

Myhdal:  Taxes,  inflation  and  full  em- 
ployment are  three.  The  Americans 
have  proved  themselves  so  ignorant 
and  masochistic  about  economic  is- 
sues. President  Johnson  and  Secretary 
McNamara,  I  remember,  made 
speeches  where  they  said  America 
was  rich  enough  to  carry  about  the 
war  in  Vietnam  and,  nevertheless,  con- 
tinue its  war  agaiiii-!:  poverty.  Well 
now,  as  an  economist,  I  would  say 
they  were  quite  right.  Quite  right 
pr(n- (l<-d  America  is  prepared  to  pay 
for  tlu-M'  things  in  higher  taxes. 


You  see,  there  is  a  similarity  be- 
tween Swedish  and  American  infla- 
tion: Both  are  caused  by  a  too  rap- 
id increase  in  public  consumption  of 
the  highly  capital-intensive  type.  Ours 
was  in  schools,  in  hospitals.  Yours 
have  not  been  that  productive:  going 
to  the  moon,  wars  and  armaments. 
You  have  been  trying  to  do  all  these 
things  without  paying  for  them. 

You  once  said  that  while  Sweden 
is  the  second  richest  country  after  the 
U.S.,  measured  by  GNP,  you  person- 
ally consider  Sweden  wealthier. 

Myrdal:  Oh  yes.  If  you  deduct 
from  the  gross  national  product  those 
things  that  are  not  productive— like 
going  to  the  moon— and  if  you  take 
away  payment  for  your  less  well-or- 
ganized society— the  direct  and  indi- 
rect costs  and  nonproductivity  of  rural 
and  urban  slums,  you  soon  see  that 
U.S.  aSluence  is  heavily  mortgaged. 

What  can  America  learn  from  Swe- 
den's experience? 

Myrdal:  At  the  core  of  Swedish  so- 
cial programs:  full  employment.  What 
we  have  succeeded  in  doing,  which 


ska  Handelsbanken,  Sweden's  No. 
Two  bank  with  $3.4  billion  in  assets, 
feels  the  incentive  problem  is  already 
severe.  "In  leveling  out  income,  we 
have  created  incentive  problems.  This 
is  the  two-language,  college-educat- 
ed generation  in  Sweden  now;  there  is 
an  international  market  for  our  best 
people.  Good  managers  have  ample 
opportunity  even  within  Swedish  firms 
that  have  subsidiaries  worldwide." 

Browaldh  is  right.  One  30-year-old 
Swedish  executive  in  a  multinational 
electronics  firm— whose  responsibilities 
stretch  throughout  Europe,  including 
Eastern  Europe— explained:  "My  fa- 
ther Hves  in  Norway,  my  brother 
works  in  Spain,  my  sister  and  her 
husband  work  in  West  Germany.   If 


America  has  not,  is  taking  the  un- 
employed and  finding  them  work. 

Surely  it  is  just  easier  in  Sweden 
because  there  is  an  inherent  labor 
shortage  anyway? 

Myrdal:  No,  unemployment  always 
exists  when  you  have  growth  and  de- 
cline, and  Sweden  has  it,  so  we  do 
have  job  problems.  What  we  do  is  to 
retrain,  relocate— we  buy  their  house, 
often  a  reason  they  can't  move. 

I  suppose  this  means  there  is  less 
featherbedding  by  labor  and  less  in- 
terfering with  labor-saving  innova- 
tion; the  Swedish  workers  aren't  made 
to  bear  the  brunt  of  efficiency  meth- 
ods. Do  you  hold  that  this  makes 
Swedish  industry  more  efficient? 

Myrdal:  Swedish  industry  is  self- 
rationalizing  [by  which  Myidal  means 
the  government  has  not  had  to  per- 
suade smaller  units  to  come  together 
for  greater  production,  marketing  and 
financing  advantages]  though  there 
is  government  encouragement.  We 
are  rationalizing  much  more  rapidly 
than  you,  for  there  are  large  parts  of 
American  economic  life  not  ration- 
alized at  all:  you  take  your  railroads, 
your  transportation.  Even  your  coal 
and  steel  industry  are  not  highly  ra- 
tionalized compared  with  ours. 

You  realize  that  we  have  never 
looked  on  automation  as  a  cause  of 
unemployment,  but  rather  a  contrib- 
utor to  full  employment.  From  this 
point  of  view  the  workers  themselves 
are  very  interested  in  rationalization 
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taxes  get  too  bad,  ma>be  this  will  be 
my  last  winter  here. " 

Or  as  one  stockbroker  put  it:  "It's 
not  difficult  to  invest  outside  Sweden 
really.  Swedes  may  take  the  equiva- 
lent of  SI, 500  with  them  when  they 
go  abroad.  They  don't  have  to  spend 
it  all  while  they  are  away."  One  Swed- 
ish businessman  raised  his  eyebrows: 
"Take  it?"  he  asked.  "I  mail  mine.  * 

In  a  way,  Sweden  is  a  gUmpse  into 
the  futiire  of  all  industrially  advanced 
societies  as  it  struggles  to  reconcile 
democracy  with  productivity.  To  com- 
plicate matters  for  the  Swedes,  the 
endless  flow  of  ta.\-financed  benefits 
hasn't  made  for  a  contented  working 
class,  either.  Like  working  classes 
everywhere,  the  Swedes  keep  de- 
manding more  public  housing,  more 
schools,  more  hospitals  and  cleaner 
air.  So  the  urge  for  an  even  higher 
standard  of  social  benefits  has  run 
head-on  into  a  resistance  to  further 
taxes.  As  one  result,  Sweden  recently 
has   been   in   the   grip   of   one  of   its 


Women's  Lib.  More  women 
work  in  Sweden  ihan  anywhere 
else  in  Europe.  They  have  fo. 


worst  postwar  inflation  rates,  but  at 
6%  for  1971  it  was  only  catching  up 
to  other  major  industrial  nations. 

Which    is    to   say,    of   course,   that 
Swedes  are  merely  human.  It  is  not 


to  say  that  the  Swedish  experience 
has  been  a  flop.  Sweden  has  had  a 
social  democratic  government  for  40 
years,  but  its  economy  remains  95% 
capitalistic,  much  of  it  ruggedly  so. 
In  certain  very  intelligent  ways,  the 
Social  Democrats  have  been  very  real- 
istic about  taxes,  so  far  as  corpora- 
tions are  concerned. 

For  example,  capital  goods  may  be 
depreciated  30%  the  first  year,  100% 
in  five  years.  Depreciation  allowances 
on  buildings  have  recently  been  lib- 
eralized: They  can  be  written  down 
in  23  years;  it  used  to  be  40.  "If  you 
can  keep  on  expanding,"  said  Lars 
Wohlin,  deputy  director  of  research 
at  the  Swedish  Employers'  Confedera- 
tion (SAF),  "you  could  effectively 
not  pay  taxes  with  the  right  rate  of 
growth,  the  right  rate  of  return  and 
the  right  rate  of  composition  of  your 
investment.  Volvo  probably  pays  an 
effective  20%  tax." 

This  is  typical  of  Sweden's  prag- 
matic socialism— and   in   a   way  it   is 


because  it  makes  for  higher  wages. 
When  you  tried  retraining,  your  ef- 
forts were  not  so  successful. 

Why  did  it  fail  in  the  U.S.? 

Myrdal:  Because  it  is  only  when  you 
have  full  employment  that  there  is 
a  job  for  the  man  who  has  just  been 
trained.  The  security  you  have  in 
job  retraining  in  Sweden  is  that  in- 
dustry, which  lacks  skilled  labor,  is 
standing  in  a  queue  in  order  to  get  him. 

Isn't  the  major  difference  in  Swe- 
den the  fact  that  the  entire  labor 
market  is  so  organized  that  both  la- 
bor and  management  can  sit  across 
the  table,  tvith  government  looking 
over  their  shoulder,  if  necessary? 

Myrdal:  Yes,  this  is  a  big  differ- 
ence. Do  you  know  what  it  would 
mean  if  you  had  that  type  of  labor 
movement?  Incidentally,  on  the  oth- 
er side,  they  are  not  dealing  with  one 
individual  firm,  they  are  dealing  with 
the  employers  association.  So  at  the 
top  they  are  all  good  people,  all  good 
Swedes,  who  realize  they  will  have 
to  reach  an  agreement. 

Why  don't  "good  Americans"  at 
the  top  reach  agreements? 

Myrdal:  Because  there  are  so  many 
escapisms  in  America.  It  is  an  escapism 
to  talk  about  the  urban  problem,  or  to 
concentrate  on  the  race  problem. 
What  I  am  going  to  talk  about  in  the 
new  book  I  am  writing— T/je  Ameri- 
can Dilemma  Revisited— is  that  what 


is  involved  is  the  whole  structure.  In 
Sweden  what  supports  that  structure 
is  full  employment. 

What  luorries  you  about  the  U.S.? 

Myrdal:  What  I  could  not  foresee 
was  that  a  country  like  America, 
which  had  a  very  high  level  of  town 
and  country  planning  discussion,  a 
long  tradition  of  city  planners,  could 


Gunnar  Myrdai 


allow  the  cities  to  be  destroyed  with- 
out doing  anything  fundamental 
about  it.  That  I  could  not  foresee.  It 
should  not  have  been  necessary  to 
let  cities  like  St.  Louis,  Chicago,  New 
York  develop  in  the  way  they  have. 
You  allow  an  absolutely  impossible 
situation,  that  the  well-to-do  can 
move  out  to  nice  suburbs,  where  taxes 
are  low  and  schools  are  good,  leaving 
the  center  city  to  rot.  There  are  no 
minimum  standards,  for  health,  hous- 
ing, education.  Need  I  point  out  what 
is  related  to  all  this,  that  you  have 
such  bad  schools  in  poor  districts.  This 
a  Swede  cannot  understand. 

Yet  you  remain  optimistic? 

Myrdal:  I  am  probably  more  opti- 
mistic about  America  than  most 
Americans.  I  came  to  love  that  civili- 
zation, and  identify  deeply  with  the 
ambitions  and  ideals  of  America. 
When  I  try  to  rationalize  why  I  am 
optimistic  about  America,  I  point  to 
one  thing:  America  can  change  its 
mind  more  rapidly  than  any  other 
nation  I  know.  Sweden  is  a  very  con- 
servative country,  we  have  had  the 
same  government  for  40  years,  we 
are  not  changing  our  opinions  very 
often.  But  you  entered  World  War 
II  as  extreme  isolationists,  and  came 
out  extreme  interventionists.  You  have 
huge  changes,  like  Roosevelt's  New 
Deal.  The  whole  discussion  about 
poverty  and  civil  rights  at  the  be- 
ginning of  the  Sixties  was  of  course 
a  big  change  at  that  time.  The  U.S.  is 
not  truly  a  conservative  country. 
That's  why  I  am  optimistic. 
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easier  on  tlieir  capitalists  than  is  the 
U.S.'  tlieoietically  purer  capitahsm. 
The  Swedish  sociaHsts  reahze  they 
need  healthy,  modern  industry  in 
order  to  provide  the  jobs  and  earn 
the  foreign  exchange  they  need.  Thus 
they  don't  tax  the  industry  that  lays 
the  golden  egg.  But  it  is  different 
with  individuals. 

Aided  by  a  liberal  government  pol- 
icy toward  corporation  profits,  Swed- 
ish industry  has  invaded  the  frontiers 
of  technology  to  produce  the  second 
highest  standard  of  living  in  the  world 
right  after  the  U.S.  (some  would  say 
the  highest  if  you  count  some  of  the 
intangibles  lacking  in  the  U.S.).  In 
.specialty  steels,  capital  goods  like  pulp 
and  paper-making  machinery,  in  elec- 
tronics and  construction  equipment, 
Sweden  has  equals— but  no  superiors. 
This  country  of  8  million  people  (75% 
of  the  adults  are  employed),  1,200 
miles  long  and  300  miles  wide,  ex- 
ports nearly  half  its  industrial  produc- 
tion. Some  of  its  30  or  so  giant  corpo- 
rations (which  account  for  70%  of  all 
exports)  are  almost  totally  dependent 
on  exports:  92%  of  Svenska  Steel's 
output  is  sold  abroad;  6.5%  of  Volvo's 
cars;  70%  of  LM  Ericsson's  telephones 
and  electronic  equipment;  88%  of 
Atlas  Copco's  pumps  and  compres- 
sors; and  84%  of  Alfa-Laval's  milking 
machinery  is  exported. 

The  payoff  to  the  ordinary  Swede 
is  in  many  items  the  ordinary  American 
lacks:  full  employment,  the  most  ra- 
tional labor  market  in  the  world  and 
conception-to-cremation  security- 
sperm  to  worm  as  one  Swede  put  it- 
ranging  from  abortion  or  birth  to 
funeral  benefits.  All  education  is  free, 
though  only  30%  of  the  school  popu- 
lation continues  on  to  college. 

Witli  industry  treated  gently  by 
tlie  pragmatic  socialists,  there  remains 
a  very  big  bill  to  be  paid  for  this  lev- 
el of  social  services.  Soaking  the  rich 
isn't  much  lielp:  The  rich  have  their 
own  ways  of  keeping  tax  rates  down, 
and  besides  there  are  very  few  of 
them.  So  the  big  burden  falls  on  the 
middle  classes.  On  a  gross  national 
product  of  $30  billion,  Swedes  pay 
S12  billion  in  direct  or  indirect  taxes. 
This  is  an  overall  tax  rate  of  40%,  con- 
siderably higher  than  the  30%  that 
Americans  pay  in  combined  federal 
and   local    taxes.    What   you   end    np 


Inside     The     Arctic     Circle     is 

Sweden's  largest  iron-ore  mine, 
the  basis  of  the  nation's  steel 
industry.  Around  it  has  grown 
the    snowbound    city    of    Kiruna. 


with  is  a  kind  of  leveling  of  the  work- 
ing classes  up  toward  the  middle 
classes  and  of  the  middle  classes  down 
toward  the  working  classes. 

Even  among  workingmen,  central 
wage  negotiations,  Swedish  style,  nar- 
row the  gap  between  Sweden's  high- 
est paid  and  lowest  paid  workers 
through  a  "solidarity"  principle  of 
giving  priority  to  low-income  earn- 
ers. The  highest  paid  skilled  indus- 
trial worker  in  the  electrical  industry, 
at  $2.85  an  hour,  receives  only  .5% 
an  hour  more  than  the  lowest  paid's 
$2.63.  Arne  Geijer,  head  of  the  Con- 
federation of  Swedish  Trade  Unions 
which  is  known  as  LO,  has  said,  even 
though  the  gap  has  been  narrowed 
somewhat,  "The  equalizing  process  is 
not  going  on  as  fast  as  we  wish." 

For  the  poor  there  is  a  $20  allow- 


Typical  Situations  in  Sweden: 

Pretax 

Per  Month 

(U.S. 

Dollars) 

Aftertax 
Income 

Mailman 

$    500 

$344 

Volvo  Foreman 

600 

385 

District  Prosecutor 

940 

515 

Upper  Range  Executive 

1,500 

700 

ance  each  month  per  child,  regard- 
less of  income;  and  low-income  peo- 
ple can  also  apply  for  rent  subsidies. 
There  is  free  medical  care,  though 
there  is  queuing  for  nonurgent  cases. 
Education  is  free  all  the  way  through 
graduate  school  for  those  who  make 
it,  and  a  50-krone  ($10)  ticket  pro- 
vides a  month's  use  of  all  local  trans- 
portation, surface  and  subway. 

This  system  brings  Sweden  some 
real  strengths.  Its  labor  market  is  the 
envy  of  the  Free  World.  Ninety  per- 
cent of  all  blue-collar  workers,  40% 
of  all  white-collar  workers,  and  a 
large  percentage  of  all  professionals 
are  affiliated  with  LO.  LO  negotiates 
across  the  tal)le  from  the  Swedish 
Employers'  Confederation,  which  rep- 
resents 2  4, ()()()  Swedish  employers 
from  the  larg''sl  to  the  smallest  firms. 


Government  intervention  in  these  ne- 
gotiations is  rare.  Individual  corpora- 
tions are  rarely  struck,  and  Swedish 
working  days  lost  in  strikes  are  the 
lowest  in  the  Western  world.  In  1969, 
1,200  days  were  lost  (or  0.15  days 
per  1,000  inhabitants).  This  compares 
with  49  million  in  the  U.S.  (or  243.6 
days  per  1,000  inhabitants).  Swedes 
joke  that  the  only  thing  not  organized 
in  their  country  is  crime. 

Upon  This  Rock 

Full  employment  is  the  keystone  of 
the  whole  system.  "It  is  the  pillar  upon 
which  Swedish  society  is  built,"  says 
former  Prime  Minister  Tage  Erlander. 
As  Prime  Minister  Olof  Palme  put  it 
to  Forbes:  "Other  countries  pay  the 
handicapped  so  he  can  live;  we  pay 
his  employer  half  his  salary  so  he 
can  work.  He  makes  an  active  contri- 
bution to  the  economy  and  he  is  much 
happier  to  be  like  others." 

Sweden  spends  6%  of  the  govern- 
ment budget  (or  1^2%  of  the  GNP) 
on  manpower  programs,  which  makes 
it  easier  for  companies  to  drop  un- 
needed  workers  and  close  high-cost 
plants.  This  $600  million  a  year  doesn't 
just  go  for  rural  area  industrial  de- 
velopment or  public  relief  work. 
There  are  mobility  allowances  to  en- 
courage people  to  move  to  where 
there  are  jobs,  but  the  pride  of  Prime 
Minister  Palme's  heart  is  retraining. 
"Retraining  is  our  second  university. 
And  it's  productive  because  people  get 
higher  wages  after  retraining." 

Pragmatic  socialism  in  Sweden  takes 
some  forms  that  would  horrify  most 
American  liberals.  Antitrust  policy, 
for  example.  Only  recently  Gunnar 
Strang,  the  Social  Democratic  Fi- 
nance Minister,  defended  Ix'fore  Par- 
liament the  government's  approval 
and  support  for  the  merger  between 
the  huge  Wallenberg  family-controlled 
Enskilda  Bank  and  the  smaller  Scan- 
dinaviska  Bank.  Why?  Because,  said 
Strang,  it  gives  them  a  higher  loan 
capacity  and  improves  their  chances 
of  an  enlarged  international  role. 
What  is  good  for  the  Enskilda  Bank 


24 


FORBES,   APRIL   1,    1972 


uievroiet.  Building  a 
better  way  to  see  the  ULSA 


.U*^^ 


mim»i 


''iff. 


Impala  at  the  beach  in  South  Miami,  Florida. 


Your  new  Impala.  Starts  you  relaxing 

You  settle  back  on  a  white  sand  beach 
surrounded  by  fresh  coconuts,  pineapples  and 
guavas.  The  roar  of  an  ocean  lends  serenity  to  your 
lazy  vacation-day  mood.  Some  exotic  island? 
No.  Florida. 

Right  here  in  America.  And  Chevrolet  is 
building  a  better  way  to  get  you  there. 

Impala.  It  gets  you  there  comfortably. 

You  can  put  a  lot  of  miles  on  it  without 
getting  a  lot  of  miles  put  on  you.  . 

There  are  power  front  disc  brakes  to  do  most 
of  your  heavy  footwork.  There's  an  automatic 


long  before  you  get  where  you're  going. 

transmission  to  do  most  of  your  shifting.  There's 
power  steering  to  do  most  of  your  turning. 

There's  an  improved  flow-through  power 
ventilation  system  for  bringing  in  outside  air  even 
when  your  windows  are  closed.  Even  when  your 
car  is  stopped. 

There's  a  ride  that  stays  smooth  and  comfort- 
able coast  to  coast.  It's  all  standard  on  Impala. 

All  because  we  want  your  new  Impala  to  be 
the  very  best  car  you  ever  owned. 

Talk  to  your  Chevrolet  dealer.  He's  got  a 
lot  more  to  tell  you. 

Highway  safety  begins  at  home.  Buckle  up  bejore  you  leave. 


Chevrolet 


What's  her  line'? 


If  you  pick  just  one  of  these  women  as  a  steel- 
worker,  you're  partly  right.  All  six  are  employed 
in  various  Bethlehem  Steel  operations  across  the 
country. 

Many  people  regard  the  steel  industry  as  a  man's 
world.  But  the  fact  is  that  Bethlehem's  female 
employees  perform  a  variety  of  jobs.  They  are 
right  out  there  in  the  plants  shipyards,  shops,  and 


laboratories,  wearing  hard  hats,  safety  shoes,  and 
protective  glasses  with  feminine  styling. 

Bethlehem  believes  in  providing  equal  employ- 
ment at  equal  wages  for  everybody.  Partly  be- 
cause it's  good  business.  But  even  more,  because 
it  is  the  right  thing  to  do. 


BETHLEHEM  STEEL 


bethi  ehem 

ST  El 


1.  DOILY  SHEPHERD  I  2.  MARY  VVARMKE5SEL 

Tractor  Operator,  Sparrows  Point,  Md     j    TV  Camera  Operator,  Bethleherij,  Pa. 


KAREN  HOYER 

.:  Dcttiihi,  Snittlc,  VV(('-/t. 


5.  BARBARA  BACHMAN 
h<i'l  Enf^inecr,  Lackawanna,  N.Y. 


3.  LENA  HILL 
Welder,  San  Francisco,  Calif. 


6.  CAROLYN  NANCE 
Water  Analyst,  Burns  Harbor,  Ind. 


seems  to  be  good  for  socialist  Sweden. 
Increasingly,  however,  the  strains 
are  showing.  There  have  been  strikes 
among  middle  class  people,  impatient 
with  the  leveling  process.  One  govern- 
ment official,  commenting  on  the  1971 
wildcat  strike  by  civil  servants— which 
resulted  in  a  lockout  of  civil  servants 


and  teachers,  and  a  threat  to  lock  out 
army  officers— said  what  Sweden  was 
witnessing  was  the  middle  class  try- 
ing to  hang  on  to  its  advantage:  high- 
er income.  The  official  knew  that  a 
recent  Swedish  government  commis- 
sion had  found  that  the  rise  in  the 
standard  of  education  had  not  result- 


ed in  greater  equality  among  students 
but  simply  a  higher  general  level  of 
knowledge.  The  study  foutid  that  the 
differences  in  the  parents'  professions 
and  incomes  are  carried  over  to  the 
children,  and  a  family's  position  in 
the  social  hierarchy  is  generally 
perpetuated.   To  enjoy  even   a   small 


Sweden's  Slogan:  "Employment  Environment  and  Democracy 


Inflationary  pressures  and  the 
need  to  ease  Sweden's  rare  unem- 
ployment problems  meant  that  this 
January  Prime  Minister  Olof  Palme 
had  to  come  up  with  the  first  Swed- 
ish budget  in  years  that  didn't  in- 
clude tax  increases. 

At  45,  Palme  has  mled  Sweden 
since  1969,  continuing  an  unbro- 
ken 40-year  line  of  social  demo- 
cratic governments.  An  astute  pol- 
itician—if a  highly  controversial 
one— he  thinks  the  old  bread-and- 
butter  issues  of  money  and  social 
benefits  may  give  way  to  some- 
thing else.  "Every  speech  I  have 
made  during  the  last  three  years," 
he  says,  "has  spoken  of  the  value 
and  dignity  of  practical  work.  Ba- 
sically, we  are  all  work-oriented 
puritans,  but  we  have  to  change 
the  status,  the  social  status  of  prac- 
tical work,  and  in  very  concrete 
terms  that  means  giving  the  work- 
ers a  larger  say  in  the  factory. " 

Does  this  mean  putting  workers 
on  the  board  of  directors?  This  is  a 
possibihty,  for  the  government  can 
appoint  board  members  in  Sweden; 
Rudolf  Meidner  of  the  Confedera- 
tion of  Swedish  Trade  Unions 
(LO)  is  a  government  appointee 
on  the  board  of  Enskilda  Bank. 

"Yes,  on  the  boards,  but  more 
practically  on  the  shop  floor,  in 
their  own  environment,  on  person- 
nel problems.  Board  investment 
plans  will  never  be  as  interesting 
to  the  employee  compared  to  how 
his  own  work  place  looks.  If  it 
can  be  made  less  noisy,  or  dirty, 
if  he  can  have  a  say  when  the 
manager  or  foreman  decides  cer- 
tain things  about  the  daily  routine, 
that  matters  much  more." 

Palme's  Social  Democrats  are 
basing  their  moves  on  the  results 
of  a  series  of  recent  discussion 
groups,  spread  through  the  party 
during  the  course  of  a  year,  asking 
the  rank-and-file  Swedish  SD  mem- 
bers what  was  important  to  them. 
Palme  says  the  answers  can  be 
summed  up  in  just  three  words: 
"Emplo>Tnent,  environment  and 
democracy." 

Full  employment  is  a  pillar  df 
Swedish  social  policy.  Environ- 
ment? "I  told  industry,"  said  Palme, 


Prime  Minister  Paime 

"to  get  started  two  years  ago  on 
cleaning  up  the  environment.  In- 
dustry was  attacking  us  for  it. 

"Imagine  my  surprise  the  other 
day,"  Palme  told  Forbes,  "when  I 
got  a  little  pamphlet,  'Come  to 
Sweden  on  an  Environmental 
Tour.'  They  are  bringing  business 
people  here  from  America,  intro- 
ducing them  to  the  government  ex- 
perts on  pollution,  and  then  taking 
them  to  Swedish  fii-ms  producing 
antipollution  equipment." 

Through  taxes,  Palme  feels  Swe- 
den already  is  going  a  long  way  to- 
ward efiminating  the  diflerences  be- 
tween blue-collar  and  white-collar 
workers.  He  realizes  that  there  is  a 
limit  to  the  additional  material 
blessings  Sweden  can  bestow  on  its 
workers,  what  with  foreign  com- 
petition, inflation  and  growing  re- 
sistance to  taxation.  He  feels  the 
next  move  is  aesthetic. 

"Look  at  the  schools  and  hospi- 
tals we  are  building— they  are 
beautiful.  Even  the  housing  .shows 
a  tremendous  rise  in  standards. 
But  the  working  places,  the  facto- 
ries, still  look  very  much  like  the 
Thirties,  yet  they  are  equally  im- 
portant places  in  our  society." 

Such  talk  does  not  please  Swed- 
ish business  people,  who  feel  they 
have   more    than    enough    govern- 


ment guidance  as  it  is.  Palme  ad- 
mits that  "industry  has  been  very 
angry  with  us  for  the  past  year  or 
two."  Palme's  predecessor,  the  pop- 
ular and  venerable  Tage  Erlander, 
told  Forbes:  "Yes,  of  course,  they 
don't  like  us.  But  it's  not  the  ideo- 
logical things.  It  is  taxation.  If  we 
could  promise  to  reduce  taxes,  I 
don't  think  the  banks,  for  instance, 
would  be  very  much  afraid  of  us." 

Forbes  pushed  Palme  several 
times  on  what  would  happen  to 
Sweden's  future  if  tight  money  or 
heavy  taxation  continued  to  dis- 
comage  the  smaller  corporations- 
generally  family-owned— or  the 
potential  Swedish  entrepreneurs. 
His  answer  would  hardly  please 
most  American  liberals:  "Small 
businesses,  family-owned  business- 
es, have  a  pattern  that  is  the  same 
everywhere.  They  build  up,  have 
successes,  grow  to  a  certain  size, 
then  they  sell  out— because  they 
get  a  lot  of  money  from  large 
corporations. 

"It  may  be,"  Palme  added,  "that 
capitalist,  industrialized  societies 
have  matured  in  this  sense,  and 
what  is  typical  of  the  early  20th 
century  doesn't  occur  any  longer." 
In  other  words,  the  big  get  bigger— 
and  what's  wrong  with  that?  Prag- 
matically, socialistically  speaking, 
the  Social  Democrats,  in  uneasy 
partnership  with  a  first-class  cor- 
porate community,  have  taken  Swe- 
den up  to  the  frontiers  of  social 
technology— as  far  and  farther  than 
some  Communist  countries  have 
reached.  When  talking  to  Palme, 
it  is  at  once  reassuring  and  be- 
wildering to  realize  that  there  are 
no  definite  answers,  but  more  trial 
and  error.  And  one  remains  con- 
scious too,  of  the  large  benevolent 
shadow  which  former  Premier  Tage 
Erlander  has  cast,  and  still  does 
cast,  over  Sweden's  everyday  life. 

It  is  not  inappropriate,  therefore, 
to  close  a  commentary  on  Sweden 
with  Erlander's  own  words  to 
Forbes:  "I  hope  I  have  not  given 
you  a  too  idyllic  picture  of  Swe- 
den because,  of  course,  it  will  be 
a  very  hard  fight  to  bring  about 
this  slightly  more  intelligent  world. 
It  always  is.  It  always  has  been." 
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leavening  of  luxuries,  most  families 
must  include  a  working  wife;  in  Swe- 
den, 30%  of  all  adult  women  work, 
high  for  Europe.  A  wife  who  does  not 
work  in  Sweden  is  known  as  a  "lux- 
ury wife." 

As  far  as  taxation  is  concerned, 
the  leveling  process  is  not  restricted 
to  the  upper  middle  class.  Take  a 
Lutheran  minister  earning  $800  a 
month;  he  pays  $320  in  taxes.  His 
bishop  earns  $1,600  but  pays  $807 
in  income  taxes.  Thus  a  100%  dif- 
ference in  pay  scales  levels  down  to 
about  a  60%  difference  in  take-home 
pay.  In  the  U.S.  the  leveling  effect  of 
progressive  income  taxes  is  far  less. 
Using  similar  earnings  brackets,  the 
American  earning  $1,600  per  month 
ends  up  with  $1,190  in  take-home  pay 
after  federal  taxes;  the  $800-a-month 
man  with  $617. 

The  Adversities  of  Equality 

The  executive  in  the  table  on  page 
24  is  effectively  paying  53%  by  these 
figures,  although  the  rate  imposed  on 
him  is  62%  (children  and  other  de- 
ductions make  some  difference).  Tax- 
ation on  his  other  income  (stocks, 
bonds,  rents)  would  give  him  a  mar- 
ginal rate  of  more  than  70%.  He's  mak- 
ing 3  times  as  much  as  the  mailman, 
but  his  take-home  pay  is  only  double 
the  mailman's,  who  also  may  be 
getting  a  rent  subsidy  on  his  apart- 
ment. Then  take  away  the  wealth  tax 
that  the  executive  pays  annually  on 
the  value  of  his  house,  car  and  yacht, 
and  he  is  even  "more  equal"  to  the 
mailman  than  before. 

Both  men  drink  Scotch,  so  obvious- 
ly the  executive  can  afford  twice  as 
much  liquor.  They  both  pay  the  same 
for  overseas  vacations.  So  despite  in- 
come redistribution,  the  executive  is 
better  off  than  the  mailman;  but  only 
in  disposable  income,  not  in  basics. 
The  executive  can  afford  a  nicer  apart- 
ment, can  save  more.  But  will  he 
bother  to  get  out  and  earn  more  with 
a  tax  rate  this  high?  Even  economist 
Rudolph  Meidner  concedes:  "Direct 
taxation  is  probably  near  to  the  point 
where  you  couldn't  go  further." 

Income  taxes  are  only  the  begin- 
ning. There  is  a  17%  sales  tax,  in  addi- 
tion to  community  and  county  taxes. 

Finally,  there  is  the  problem  of  en- 
terprise. It  is  next  to  impossible  to 
float  a  new  small  company  and  dif- 
ficult for  existing  ones  to  find  expan- 
sion capital.  Of  the  capital  that  flows 
into  Swedi.sh  industry  every  year,  only 
4%  comes  from  new  equity  issues.  This 
is  not  surprising:  Why  invest  when 
the  government  would  take  70%  of 
any  capital  gain?  One  result  is  a  large 
numbtr  of  small-  and  medium-sized 
family  Lompanies  for  sale. 

"As  a  banker,"  said  Svenska  Han- 


Nothing  But  The  Best.  Sweden  doesn't  stint  on  social  services.  At  this 
medical  center  in  Farsta,  a  town  near  Stockholm,  modern  X-ray  fa- 
cilities are  available  to  all  neighboring  medical  doctors  and  dentists. 


delsbanken's  Browaldh,  "1  meet  more 
and  more  people  now  in  the  south  of 
Sweden,  owners  of  progressive  and 
successful  small  and  medium  firms, 
whose  only  thought  now  is:  'Can  I 
sell  out  to  somebody,  get  the  money 
and  move  out?' "  In  1967  Harold  Ge- 
neen's  ITT  bought  a  very  profitable, 
small,  fast-growing,  high-capacity 
Swedish  pump  manufacturer,  Flygt. 
"This  was  a  family-owned  company," 
said  SAP's  Wohlin.  "There  were  some 
Swedish  financial  interests  discussing 
buying  it,  but  ITT  paid  more."  How 
much?  "You'll  never  know,"  he  said 
"for  tax  reasons." 

Increasingly  there  is  the  problem 
of  foreign  competition.  Swedish  in- 
dustry is  predominantly  technological 
in  nature,  but  competition  in  tech- 
nology is  increasing,  especially  from 
the  Japanese.  Banker  Browaldh  said: 
"We  have  developed  our  technology 
well,  we  are  very  good  at  it,  but  we 
have  no  computers,  no  petrochemi- 
cals, which  is  a  pity." 

Moreover,  Sweden  cannot  continue 
to  prosper  if  the  world  stops  prosper- 
ing. The  world  slowdown  since  1969 
can  be  measured  graphically  in  Swe- 
den's rare  but  rising  unemployment 
rate— 2.5%  in  January  1972— its  worst 
since  World  War  II. 

With  orders  going  down,  Sweden's 
GNP  increased  by  only  2.5%  in  1971 
against  5%  the  previous  year;  it  may 
rise  by  3.5%  for  1972.  The  govern- 
ment did  step  in  with  its  credit 
squeeze  last  year,  and  higher  taxation 
cut    down    domestic    demand.    Con- 


sumer prices  had  risen  by  7.2%  in 
1970  (twice  the  average  of  the  Six- 
ties) and  was  6%  for  1971. 

Inflation  of  6%  was  not  too  bad  com- 
pared with  the  rest  of  Europe.  Add 
the  fact  that  wages  have  been  in- 
creasing twice  as  fast  as  productivity, 
and  Sweden  begins  to  look  like  every 
other  country. 

What  is  all  this  doing  to  the  gov- 
ernment? According  to  recent  Gal- 
lup figures,  if  a  general  election  were 
held  in  Sweden  tomorrow.  Prime 
Minister  Olof  Palme  and  his  Social 
Democratic  government  would  be  out. 
"But,"  said  Rudolph  Meidner  of  LO, 
"the  figures  always  show  that  between 
elections."  And  for  40  years  the  SDs 
have  been  getting  reelected.  The  non- 
socialists  can't  get  together  as  a  single 
entity.  Palme's  Social  Democrats, 
short  of  a  minority  in  Parliament,  get 
legislation  through  by  teaming  up 
with  minorities,  or  persuading  individ- 
ual leftists  and  Communists  to  vote 
with  them  on  key  issues. 

It's  unlikely  that  any  government, 
to  the  right  or  to  the  left,  can  push 
taxes  much  higher.  So,  it's  the  old 
question:  Is  too  big  a  bite  of  the  ex- 
ecutive and  entrepreneurial  go-getters 
likely  to  dull  incentive?  It's  an  old 
question  among  political  debaters,  but 
it  has  lost  none  of  its  relevance  in 
the  West's  industrialized  democracies 
trying  to  do  the  best  for  the  many 
without  curtf<#ing  the  enthusiasm  of 
the  few.  Sweden  has  done  some  no- 
table things.  It  hasn't  solved  this 
ancient  dilemma.  ■ 
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Myers&  Liggett? 

We  haven't  really  changed  the  name,  but  we  have  changed  the  company.  We  are  now  58  percent  non-tobacco. 


'Perfect  to  drink  with  lobster, 
Lagosta  Rose,  one  of  the 
many  fine  imported  wines 
from  Austin,  Nichols." 


"I  don't  know  any  lobsters 
care  to  drink  with." 


"Herbert,  are  you  going  to  spend 
the  whole  weekend  watching 
football  again?" 


"I  forgot  the  ice 


Alice  is  very  particular 
about  her  Mercury  rug 
after  she  shampoos  it. 


You  know  Liggett  &  Myers  for  its  L&M,  Chesterfield,  Lark 
and  Eve  cigarettes.  But  did  you  know  L&M  has  the  leading 
brands  in  Scotch  whisky  (J&B),  canned  dog  food  (Alpo), 
premium  bourbon  (Wild  Turkey),  premium  gin  (Bombay), 
liquor  specialties  (Grand  Marnier,  Metaxa,  Campari),  fine 
imported  wines  (Chauvenet,  Charles  Heidsieck,  Calvet, 
Lagosta),  household  cleaning  products  (Blue  Lustre) 
prepackaged,  room-size  rugs  (Mercury),  watch  bands 
(Brite),  and  even  popcorn  (3-Minute).  During  the  last  seven 
years,  sales  of  our  non-tobacco  products  have  jumped 
from  zero  to  58  percent  of  total  sales,  excluding  excise  taxes. 

Liggett  &  Myers 

^-^  *^     Incorporated 


%^ 


on  the  offline  leg  of  the 
journey. 

BU  L|  lvl3X,  how  \     the  way  shippers  the  full 

CCIM  ^^Q  r*^lVllYll  l+'^l*      1     benefits  of  air  transport, 
\^ai  I  £.:y  WVil  I II I  lU  LCI        I     we're  flying  their  freight 

airlines  help  us  ^      J  ^;f^:^:s^>^" 

speed  up  air  freight        y  =°  ley  can  match  the  r 

deliveries?" 


Twenty-nine  airlines  sound  like 
more  of  a  problem  than  a  solution, 
John,  but  they're  going  to  be  a 
blessing  from  the  skies  for  a  lot  of 
companies. 

Think  of  all  the  businesses- 
manufacturers,  distributors,  retailers 
-located  way  off  the  main  airline 
routes  and  far  from  the  major 
airports  Their  shipments  and  orders 
travel  at  jet  speed  on  the  main  route, 
but  they  slow  down  to  ground  speed 


on-line  competitors'  speed 

in  getting  to  their  markets. 

By  adding  the  routes  of  all 
those  airlines  to  the  Emery  network, 
we  can  now  speed  shipments  by  air 
to  every  airport  city  surrounding  key 
markets  throughout  the  U.S.A.  That 
complete  air  coverage  fits  any 
distribution  or  procurement  pattern. 

What's  more,  we've  made 
arrangements  to  be  sure  that  Emery 
shipments  aren't  delayed  for  lack  of 
space  on  the  commuter  planes. 
Emery  packages  and  containers 
have  top  priority.  No  waiting. 

Of  course,  this  priority  service 
meshes  with  cur  reserved  space  on 
the  main  airline  flights  to  keep  Emery 
shipments  flying  all  the  way. 


A  big  advantage  for  shippers 
in  this  extended  air  service  is  that 
Emery  has  sole  responsibility  from 
pickup  to  destination.  And  that 
means  the  shipper  and  the  consignee; 
can  get  immediate,  detailed  reports 
on  every  shipment  while  it's  still  in 
transit  on  the  offline  leg.  There's  no 
information  blackout  at  any  point. 

So  you  see,  our  tie-up  with  29 
commuter  airlines  makes  sense 
for  all  those  offline  businesses.  And 
it's  right  in  line  with  our  plan  to 
bring  all  of  Emery's  expanding 
services  to  every  shipper's  door. 

And  speaking  of  more  services, 
John,.  I  have  this  idea  for  a  new 
way  to... 
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WANTED 

A  COMPANY 

*^o  fnnd  business/ 
Preferably  '^i^^Ju  do--as  long 
but  any  company  ^ m  f  ^  pgy 
ac  it's  pioTitaDie.  vv'  j^QQ  irnil- 
cash'  't  necessBrv  Have  5iu^  ^ 
lion  in  the  banK  to  u  ^^  ^ 
statement     Write'    pno  ,^  ^^g. 

General  Host  Corp  ,  ^^^  q^^ 


nue,  New  York 

The  above  is  a  free  advertisement. 
Maybe  General  Host  won't  appreci- 
ate it,  but  General  Host  does  have 
cash;  it  is  looking  for  acquisitions; 
and,  although  it  insists  it's  in  no  huny 
to  make  them,  there's  good  reason  to 
believe  it  would  prefer  to  do  its  ac- 
quiring sooner  rather  than  later.  The 
reason:  S74  million  of  loss  carryfor- 
wards that  steadily  diminish  yeixr  by 
\ear  and  expire  completely  in  1976. 

General  Host  is  the  legac\  that  for- 
mer chief  executive  officer  Richard  C. 
Pistell  turned  over  to  Harris  J.  Ashton 
before  going  off  to  shoot  big  game  in 
Africa.  One  of  Pistell's  last  acts  before 
he  departed  was  to  attempt  to  ac- 
quire Armour,  the  giant  meat-packing 
firm.  There's  no  game  in  Africa  bigger 
than  Armour.  It  had  about  $2  billion 
in  sales,  vs.  a  nifty  $177  million  for 
General  Host  at  the  time. 

This  was  back  in  1968,  the  year  of 
the  conglomerators,  when  anyone  who 
could  afford  to  pay  a  small  printing 
bill  could  afford  to  acquire  darned 
near  anything.  Pistell  issued  some 
S200  million  worth  of  debentures  and 
notes  in  a  tender  offer  exchange  for 
54^  of  Armour's  stock. 

It  wasn't  enough.  Armour  was  a 
Delaware  corporation  and,  under  the 
Delaware  law  then  on  the  books,  a 
company  had  to  have  two-thirds  of 
another  company's  stock  in  order  to 
merge  with  it.  Greyhound  had  also 
put  a  spoke  in  General  Host's  wheel. 
It  gobbled  up  31%  of  Armour's  stock, 
and  there  was  General  Host  left  with 
no  hope  of  merger.  Host  was  stuck 
with  the  burden  of  paying  $13.5  mil- 
lion (6)2%)  a  year  interest  on  its  $200- 
million  debt,  with  no  way  of  getting 
at  Annour's  earnings.  Result:  red  ink 
in  1969  and  1970. 

Pistell  departed,  and  Ashton,  his 
former  No.  Two  man,  was  elevated  to 
succeed  him.  Ashton,  39  and  a  law- 
yer, was  given  the  job  of  cleaning  up 
the  mess.  General  Host  was  afloat  in 
debt,  owning  most  of  the  stock  of  a 
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company  it  couldn't  control  or  con- 
solidate, and  burdened  with  interest 
payments  far  beyond  what  its  own 
relatively  small  business  could  carry. 
Perhaps  worst  of  all,  it  was  stuck  with 
the  image  of  a  grounded  higliflier. 

By  throwing  Pistell's  Armour  deal 
into  reverse,  Ashton  saved  the  com- 
pany. He  put  the  Armour  stock  on 
the  block,  selling  it  to  Greyhound  for 
$211  million  in  ca.sh  and  marketable 
Greyhound  securities  (which  he  has 
since  marketed). 

Pistell  had  bought  Armour  stock 
with  General  Host  paper.  Ashton,  in 
effect,  converted  that  paper  into  cash. 
There  was  even  an  extra  dividend: 
General  Host  was  left  with  two  fat 
tax  credits,  consisting  of  an  operating 
credit  of  $26  million  and  a  capital-loss 
credit  of  about  $48  million. 


Ashton  used  some  of  the  AiTnour 
proceeds  to  pay  off  his  more  press- 
ing debt.  Then,  with  the  expiration  of 
the  company's  tax  credits  looming  ever 
larger  ahead,  he  used  about  $70  mil- 
lion of  the  remaining  cash  to  buy 
Cudahy,  a  smaller  meatpacker.  Cuda- 
hy  had  been  marginal,  but  in  1968 
its  profits  picked  up.  Last  year  was  a 
prosperous  one  for  the  meatpackers— 
so  prosperous  that  Cudahy's  profits, 
sheltered  behind  General  Host's  tax 
credits,  were  sufficient  to  cover  the 
remaining  interest  costs  on  General 
Host's  debt  and  leave  the  parent  with 
a  modest  profit. 

That  gave  Ashton  time  to  breathe. 
But  he  is  still  sitting  on  over  $100 
million  in  cash,  and  the  expiration  of 
General  Host's  loss  carryforwards 
comes  relentlessly  closer  by  the  day. 
Hence  the  company's  hunt  for  more 
acquisitions. 

If  Ashton  plays  his  cards  right,  he 
could  pull  off  a  real  coup.  General 
Host  has  only  2.1  million  shares  out- 
standing; the  right  acquisitions  could 
quite  easily  produce  earnings  of  $2 
to  $3  a  share.  That  might  put  the 
stock  up  high  enough  to  encourage 
conversion  of  some  of  the  debentures, 
whicli  would  reduce  both  debt  and 
interest  costs. 

Of  course,  good  acquisitions  aren't 
easy  to  find— and  you  still  have  to  run 
them.  Says  Ashton:  "We  want  to  buy 
companies  that  already  have  a  mar- 
ket niche  .  .  .  nontechnical  compa- 
nies that  are  easily  understood."  If 
you  know  of  one,  Harris  A.shton  would 
appreciate  hearing  of  it.   ■ 


Shopping.  Harris  Ashion's  only  other  acquisiiion  fumed  out  to  be  the 
company's  most  profitable  division:  Li'l  General  Stores,  a  convenience 
chain,  has  sales  of  $61  million  and  a  return  on  invested  capital  of  39%. 
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Westinghouse  growth  r 
The  impact  of  all 
those  housing  starts 

Our  "Traditional"  $1.6  Billion  Market  Jumped  to  $2.2  Billion 


Take  a  low-rise  housing  development.  Figure  7 '/o  of  jumped  last  year,  so  did  the  market  for  Westinghouse 

'  e  total  construction  value.  That's  the  market  for  air  conditioning,  appliances,  electrical  distribution 

"traditional"  Westinghouse  products.  (With  high-rise  systems,  elevators,  heating,  lighting,  meters  and  wir- 

apartrnents,  this  figure  is  9%.)  When  housing  starts  Ing  devices. 


In  Our  Newer  Markets,  Our  Growth  is  Faster 


In  the  last  three  years,  Westing- 
house  completed  3,500  housing 
units.  This  year,  we'll  complete 
4,400.  Our  housing  operation  was 
profitable  last  year,  and  will  be- 
come more  so. 


Modular  housing. 

This  is  our  brand-new  housing 
factory  in  Fredericksburg,  Va.  All 
work  is  done  under  cover,  using 
industrial  production  methods. 
With  rigid  control  of  materials  and 
methods,  the  housing  units  pro- 
duced are  of  much  better  quality 
than  is  possible  with  conventional 
construction. 


Housing  developments.         New  cities. 


Two  under  development  in  Flor- 
ida, one  in  Curacao,  one  on  the 
West  Coast.  The  biggest  one,  in 
Coral  Springs,  Fla.,  will  have  a 
population  of  110,000.  This  busi- 
ness is  growing  profitably  for  us. 


High-rise  structures  of 
prestressed  concrete. 

Our  subsidiary,  Blakeslee  Con- 
struction, erects  complete  apart- 
ment-house structures,  using  a 
system  long  proved  in  England. 
We  are  a  major  factor  in  this,  with 
prestressed  plants  serving  the 
Northeast,  Southeast  and  Upper 
Midwest. 


Packaged  mechanicals. 

The  "box"  the  crane  is  installing 
contains  a  ready-to-use  kitchen, 
bath,  utility  room,  heating,  air 
conditioning,  electrical  center 
and  hallway  with  closets.  This 
year  we  expect  to  deliver  some 
3,000  packaged  mechanical  sys- 
tems of  various  kinds.  This  West- 
inghouse  business  is  a  year  old. 


You  can  be  sure...if  it's  Westinghouse 
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The  Director 

He  used  to  be  a  cartoonist,  he  still  looks  like  a  small- 
town businessman,  but  Lester  Norn's  is  one  of  Texaco's 
largest  stockholders  and  the  senior  member  of  its  board. 


The  board  of  directors  of  Texaco,  Inc. 
boasts  some  of  the  most  prestigious 
names  in  American  business— Brown 
Bros.  Harriman's  Robert  Roosa,  re- 
tired Admiral  Arleigh  Burke,  Hanna 
Mining's  Gilbert  Humphrey.  But,  po- 
tentially, the  most  influential  director 
of  them  all  is  a  mild-mannered,  rather 
disarmingly  awkward  man  of  71 
named  Lester  J.  Norris.  His  occupa- 
tion? He  is  one  of  Texaco's  largest 
stockholders. 

In  his  own  right,  Lester  Norris  owns 
about  471,000  Texaco  .shares  (worth 
almost  $16  million  currently),  almost 
as  much  as  the  rest  of  the  Texaco 
board  combined.  His  wife,  Dellora 
Angell  Norris,  niece  and  heiress  of  the 
legendary  Bet  A  Million  Gates,  owns 
an  additional  1.8  million  shares, 
though  in  these  shares  Lester  Norris 
claims  "no  beneficial  interest." 

Thanks  to  Lester  Norris,  however, 
the  preponderance  of  his  wife's  estate 
remains  invested  in  Texaco,  71  years 
after  the  original  investment  was 
made.  "The  first  thing  a  bank  wants 
to  do,"  Norris  says,  "is  diversify— that's 
the  safe  way— and  even  before  the 
Gates  trust  was  dissolved,  I  was  under 
plenty  of  pressure  to  sell.  I  got  offers 
over  the  phone,  'I'd  like  to  buy 
200,000  shares.'  But  it  was  no  sale.  I 
stopped  the  bank  from  selling  it  off, 
and  I  bought  in  myself.  It  took  me 
ten  years  to  pay  off  the  loan  from  the 
bank  to  buy  my  stock.  I  had  faith  in 
what  Johnny  Gates  started,  and  I 
stayed  to  protect  it.  I  just  believed  in 


riding  it.  I  had  a  good  horse. 

"Johnny  Gates  always  used  to  say, 
'Don't  put  all  your  eggs  in  one  bas- 
ket—unless you  watch  the  basket.'  I 
thought  the  last  advice  was  the  best: 
Watch  the  basket.  Texaco  has  done 
pretty  well." 

It  has  indeed.  In  1933,  the  year 
Lester  Norris  went  on  the  board,  Tex- 
aco lost  nearly  $500,000  on  more 
than  $239  million  in  sales.  Last  year, 
it  earned  $904  million  on  more  than 
$8  billion  in  sales.  At  the  same 
time,  its  total  market  value  went  from 
$229  million  to  $9.1  billion. 

AtnMions  and  Alternatives 

Lester  Norris  wanted  to  become  a 
cartoonist  (he  still  keeps  his  hand  in, 
having  been  known  to  caricature  Tex- 
aco directors  during  board  meet- 
ings). He  enrolled  at  the  Chicago 
Academy  of  Fine  Arts  and,  at  21,  got 
himself  a  job  as  a  staff  cartoonist  with 
the  Chicago  Tribune.  But  Lester  Nor- 
ris' career  as  a  professional  cartoonist 
was  a  short  one.  In  1923  he  married 
a  girl  he  had  grown  up  with  in  St. 
Charles,  111.,  a  modest  gul  who  hap- 
pened to  be  heir  to  a  big  fortune. 

John  J.  Mitchell,  president  of  what 
is  now  Chicago's  Continental  Illinois 
bank,  Bet  A  Milhon  Gates'  principal 
banking  adviser  and  trustee  of  the 
Gates  estate,  had  other  plans  for  him, 
however.  "He  called  me  in  one  day," 
Norris  says,  "and  he  said,  'Lester, 
someday  there's  going  to  be  this 
Texaco  holding,  and  you've  got  to  get 


in  there.  As  a  cartoonist,  you  can't 
get  enough  to  keep  your  wife  in  the 
way  she  should  be  kept.' 

"And  then  John  Mitchell  was  killed 
in  an  automobile  accident,  and  I 
could  see  more  and  more  that  some- 
body had  to  watch,  and  so  I  did." 
Norris  quit  his  newspaper  job  and 
concentrated  on  his  and  his  wife's  in- 
vestments. 

As  his  wife's  business  manager. 
Letter  Norris  was  no  plunger  in  the 
Bet  "A  Million  mold  {see  box,  p.  39). 
With  Texaco  as  the  core  of  his  invest- 
ments, he  bought  the  local  newspaper, 
the  St.  Charles  Chronicle,  began  ac- 
cumulating land  around  St.  Charles- 
blocking  in  land  around  the  Fox  River 
to  protect  it— built  some  commercial 
buildings,  including  a  new  printing 
plant  for  the  paper  and  a  new  theater 
—the  Arcada— which  he  himself  had 
designed.  He  extended  their  control 
of  the  local  bank,  now  the  State  Bank 
of  St.  Charles,  and  in  1931  became 
president. 

Even  then  Lester  Norris  was  slow 
to  relinquish  his  cartooning  ambi- 
tions. In  the  early  Thirties  he  was  in 
California  where  he  had  acquired  a 
preferred  stock  interest  in  Hal  Roach 
Productions.  In  partnership  with  Hal 
Roach,  who  produced  the  Laurel  & 
Hardy  and  Our  Gang  comedies  in  the 
Thirties,  Norris  was  planning  to  set 
up  an  animated  cartoon  business  com- 
parable to  Disney's.  Mickey  Mouse 
had  just  moved  onto  the  stage  of 
history  in  Steamboat  Willie,  and  Les- 
ter Norris  set  about  creating  a  group 
of  cartoon  figures  that  were  to  form 
the  basis  of  a  competing  series. 

But  that  project  never  got  off  the 
ground.  One  Saturday  in  the  fall  of 
1933  Norris  got  a  telegram  from 
( Continued  on  page  39 ) 
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(Continued  jwm  page  34) 
Ralph  C.  Holmes,  president  of  Tex- 
aco, in  New  York,  asking  him  to  go 
on  the  board,  and  he  took  off  im- 
mediately to  make  a  Monday  morn- 
ing board  meeting.  In  that  year, 
which  was  also  the  year  Mrs.  Norris 
got  the  first  installment  of  her  inheri- 
tance, Texaco  and  the  oil  industry 
were  in  trouble.  Texaco  was  closing 
out  its  third  deficit  year  in  a  row. 
"They  had  found  so  much  oil  they 
didn't  know  what  to  do  with  it,"  Nor- 
ris recalls.  "Crude  oil  had  sold  for  as 
little  as  10  cents  a  barrel,  and  Texaco 
had  had  serious  administrative  prob- 
lems as  well.  Mr.  Holmes  didn't  con- 
fer with  his  board  as  much  as  he 
should  have.  I  remember  asking  one 
of  the  directors  what  was  going  on, 
and  he  said,  T  don't  know,  I  haven't 
been  to  a  meeting  in  a  year.' "  Of 
those  early  days,  Norris  uill  only  say: 
"There  was  a  reorganization  they  had 
to  go  through,  and  I  was  involved  in 
it."  He  has  been  deeply  involved  in 
Texaco  ever  since. 

For  all  his  \ears  on  the  Texaco 
board,  Lester  Norris  remains  in  style 
and  viewpoint  very  much  the  small- 
town businessman— friendly  and  gre- 
garious, shrewd,  down-to-earth,  un- 
pretentious, commonsensical.  The  Nor- 
rises  were  small-town  people,  and 
their  wealth  did  not  change  them. 
Mrs.  Norris  raised  five  children  and 
taught  Sunday  school— Senator  Wil- 
liam Proxmire  (Dem.,  Wis.),  now  an 
archfoe  of  the  oil  industry,  was  in  her 
class.  They  have  a  small-town  sense  of 
obligation  to  their  local  community  as 
well,  a  feeling  that  has  made  them 
the    chief    benefactors    of    both    St. 


The  Dellora  Norris  fortune,  which 
may  run  as  high  as  $150  million, 
has  its  roots  in  that  most  audacious 
of  late  19th  centuiy  Robber  Barons 
—John  Wame  Gates,  known  first 
as  Barbed  Wire  and  then  as  Bet  A 
Million  Gates.  A  large,  loud  and 
roughhouse  man,  a  one-time  hard- 
ware salesman  with  ambitions  as 
oversized  as  his  appetites,  Johnny 
Gates  was  an  inveterate  gambler 
ready  to  take  his  chances  on  every- 
thing from  faro  to  the  stock  mar- 
ket—an institution  he  termed  "a 
bunco  game  for  the  poor  man." 

Gates  founded  the  barbed  wire 
trust,  American  Steel  &  Wire, 
helped  prod  and  persuade  J. P. 
Morgan  into  creating  the  U.S.  Steel 
Corp.,  and  left  at  least  two  endur- 
ing monuments:  the  oil  town  of" 
Port  Arthur,  Tex.  (southern  ter- 
minus of  the  Kansas  City  Southern 
Railway  which  he  controlled),  and 


Charles  and  Naples,  Fla.  where  they 
maintain  an  island  resort  for  wealthy 
executives.  "I  don't  believe  in  people 
having  money,"  Lester  Norris  says, 
"and  not  using  it  for  others." 

At  Texaco,  Norris  works  hard  at 
what  he  feels  are  his  responsibilities 
as  a  member  of  both  the  Texaco 
board  and  its  key  executive  commit- 
tee. Having  been  on  the  board  since 
1933,  longer  than  any  other  director, 
he  probably  knows  more  about  the 
company  and  has  played  a  larger 
role  in  foimulating  its  long-term  pol- 
icies than  any  other  man  alive. 

Pet  Interests 

Norris  makes  no  claim,  however, 
of  having  had  any  significant  impact 
on  Texaco  policy— except  for  his  role 
in  the  reorganization  in  the  Thirties. 
"Of  course,  now  and  then,"  Norris 
says,  "a  director  has  an  idea  too.  It 
might  be  about  advertising— maybe 
we  ought  to  have  more  emphasis  on 
sports,  something  like  that.  And  man- 
agement says,  'You  suggested  this  a 
couple  meetings  ago  and  we  looked 
into  it,  and  this  is  how  we  feel.'  It's 
either  accepted  or  not.  I  had  some- 
thing to  do  with  a  new  sign  way  back 
there,  but  1  don't  take  credit  for  it." 

What  Norris  does  claim  is  that  he 
has  made  abundantly  clear  to  the 
board  his  concern  for  the  environ- 
ment. "They  haven't  always  liked  it," 
he  says,  "but  I've  made  my  position 
clear.  I've  said  that  industry  has  just 
got  to  face  the  problems  of  pollution 
—all  industry— and  Texaco  had  better 
be  a  leader  rather  than  a  follower." 

Texaco's  board,  as  Norris  sees  it,  is 
one  of  its   greatest  strengths.   Unlike 

-Bet  A  Million's  Best  Bet- 


the  oil  company  he  founded  to 
challenge  the  omnipotence  of 
Rockefeller,  Texaco,  Inc.,  now  the 
.second-largest  oil  company  in  the 
world. 

When  Gates  died  in  1911  at  the 
age  of  56,  he  left  an  estate  valued 
at  between  $40  million  and  $50 
million.  In  addition  to  the  Texaco 
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many  companies  in  the  oil  industry, 
Texaco  depends  heavily  on  outside 
directors.  Only  five  of  its  17  directors 
come  from  management.  "You  get  dif- 
ferent points  of  view,"  Norris  says, 
"and  that's  valuable.  We  all  have  our 
own  pet  interests.  I'm  particularly  in- 
terested in  the  sales  end  of  it,  the 
need  for  promotion.  But  each  direc- 
tor has  something  to  contribute.  Burke 
has  great  knowledge  of  world  affairs, 
Humphrey  of  natural  resources.  A 
banker  will  bring  a  different  tone  to 
your  board.  Sometimes  I  think  man- 
agement can  get  too  close  to  the  pic- 
ture—not at  Texaco,  but  I've  seen  this 
elsewhere— and  the  outside  directors 
can  look  at  the  thing  objectively." 

Norris  himself  brings  something  of 
the  man  in  the  street's  approach  to  the 
board,  and  when  he  worries  about 
pollution,  his  fellow  directors  suspect 
that  the  general  public  has  begun  to 
worry  as  well. 

"We  hash  things  out  pretty 
thoroughly  in  our  meetings,"  Norris 
says.  "Occasionally  there  are  friendly 
differences  within  management,  and 
they'll  toss  the  problem  to  the  board 
and  say,  'Here's  what  we're  faced 
with.'  In  between  meetings,  if  there's 
a  question,  you  call  up  all  the  board 
members  and  say,  'This  is  up,  and 
how  do  you  feel  about  it?' 

"I  think  a  director  has  a  responsi- 
bility to  know  what's  going  on,"  he 
says,  "and  if  he  doesn't  know,  he'd 
better  get  out.  I  think  ff  there's  some- 
thing he  doesn't  understand,  he  has 
a  duty  to  question  it.  The  ultimate 
responsibility  is  with  the  board,  so 
you'd  better  ask  questions.  You  don't 
want  to  be  blamed  for  something.  I 


stock  and  vast  amounts  of  Port 
Arthur  real  estate,  the  Gates  estate 
contained  holdings  in  companies 
like  U.S.  Realty,  which  built  the 
Plaza  Hotel  in  New  York,  and  Re- 
public Iron  &  Steel,  Gates'  vehicle 
for  countering  the  dominance  of 
U.S.  Steel.  Much  diminished,  the 
Gates  estate  eventually  descended 
in  two  stages  to  his  wffe's  niece, 
Dellora  Angell  Norris,  Lester  Nor- 
ris' wffe. 

Lester  Norris  no  longer  manages 
his  wife's  fortune,  however,  and  in 
the  last  few  years  Mrs.  Norris' 
Texaco  holdings  have  been  pro- 
gressively reduced— from  the  equiv- 
alent of  2.9  million  shares  in  1969 
to  1.8  milhon  last  year.  Even  at 
that,  Mrs.  Norris  is  still  Texaco's 
second-largest  stockholder,  and 
her  interest,  worth  roughly  $60 
million  currently,  yields  her  $3 
million  a  year  in  dividends. 
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think  it's  management's  duty  to  give 
all  this  information  to  a  director." 

And  this  need  to  really  understand 
a  company  and  its  functioning  is  why 
Norris  believes  that  a  board  member 
should  not  hold  too  many  director- 
ships. "I  think  it's  a  mistake,"  he  says, 
"for  a  man  to  be  on  too  many  boards 
and  not  be  close  to  the  company." 
Norris  practices  what  he  preaches: 
Aside  from  Texaco,  he  serves  only 
on  two  others,  small  companies  in 
which  he  has  a  big  ownership  interest. 

But  the  most  important  thing  is  the 
integrity  of  the  board,  he  believes. 
"We've  all  had  opportunities,"  he 
says.  "Been  offered  oil  leases  and  so 
forth.  You  have  to  turn  thumbs  down 
on  that." 

How  does  Norris  explain  Texaco's 
long-term  success? 

"You  take  a  look  at  the  figures,"  he 
says.  "They  earn  more  on  invested 
capital  than  any  other  major  oil  com- 
pany, and  that  means  they  run  a  tight 
ship.  They  don't  let  their  expenses  get 
out  of  line;   they  know   where   they 


are.  That's  what  Texaco  does  better 
than  other  companies.  That's  the  se- 
cret of  success  for  a  small  business  as 
well  as  a  big  one.  But  that's  hard  to 
control  when  you  get  as  big  as  Tex- 
aco is  and  on  a  worldwide  basis." 

A  Play  in  Polaroid 

Norris  is  as  refreshingly  practical 
in  his  investment  ideas  as  in  his  busi- 
ness ideas.  He  ignores  the  short-term 
considerations  of  market  value  and 
portfolio  balance.  If  you're  rich 
enough,  all  that  really  matters  is  the 
fundamentals,  and  Norris'  caretaker 
approach  was  ideally  suited  to  a 
fortune  that  came  under  his  manage- 
ment in  the  depths  of  the  Great  De- 
pression. "I  never  pay  any  attention 
to  the  market,"  Norris  says.  "All  I 
ever  look  at  is  earnings,  whether 
they're  going  up,  and  if  they're  not, 
I  want  to  know  why.  I  don't  believe 
in  too  much  diversification.  I  believe 
in  keeping  a  few  good  ones  and  not 
gambling.  Pick  five  or  six  good  com- 
panies   and    know    what's    going   on. 


General  Motors,  du  Pont,  General 
Electric.  I  never  played  the  market." 

Norris  pauses  and  then  lets  drop 
that  his  conservatism  is  not  all  that 
unexciting:  "Oh,  I  took  a  little  play 
in  Polaroid.  IBM  we  had.  Polaroid— I 
liked  the  camera,  it  intrigued  me  and 
I  figured  it  would  intrigue  other 
people,  too. 

"Oflier  than  that,  I  thought  Texaco 
had  all  the  requirements  for  inflation 
protection,  a  sound  investment  and  a 
moneymaker.  Sound  management, 
good  properties,  good  management. 
Management's  very  important.  If  you 
haven't  got  good  management,  you 
can  forget  your  assets;  they  can  be 
lost  in  a  hurry  if  you  make  the  wrong 
moves.  Texaco  has  had  a  manage- 
ment that  seems  to  be  able  to  adjust, 
you  know,  to  different  conditions.  I 
stayed  with  it,  and  it  has  been  very 
good  to  us. 

"Every  time  I  hear  those  bankers 
saying,  'You  ought  to  diversify,'  I  just 
say  to  them:  T  know,  you'd  have  had 
me  move  into  Penn  Central.'  "  ■ 


Windfall 

Ford  Credit  had  possibly  the  sharpest  earnings  gain 
of  any  major  U.S.  company  last  year.  By  accident. 


John  Dean  mns  a  funny  kind  of  busi- 
ness. Making  profits  isn't  its  prime  ob- 
jective, but  it  did  make  quite  a  bit 
last  year:  $38  million.  Dean  handles 
huge  amounts  of  money,  $4.6  bilHon 
worth  last  year,  but  the  company  has 
no  public  stockholders. 

Dean  is  president  of  Ford  Credit 
Co.,  the  money-lending  arm  of  Ford 
Motor.  Ford  Credit  represents  an  eq- 
uity investment  of  close  to  $450  mil- 
lion by  the  Ford  Motor  Co.,  but  it 
rarely  earns  even  the  kind  of  return  it 
did  last  year— 9%.  In  recent  years  Ford 
Credit  has  earned  only  2%  or  3%  on 
the  parent's  investment.  In  1969  and 
1970  even  that  came  from  the  5%  or 
so  of  Ford  Credit's  business  outside  of 
auto  financing. 

The  credit  company's  principal  ob- 
jective is  to  make  certain  that  Ford 
retail  sales  never  suffer  from  lack  of 
financing  at  competitive  rates.  For 
decades,  General  Motors'  dealers  tend- 
ed to  get  better  credit  terms  than 
Ford  dealers  becau.se  CM  had  its 
own  captive  finance  company.  General 
Motoii  Acceptance  Corp.  Unlike  Ford, 
which  sold  its  Universal  Credit  aim 
under  a  1938  antitrust  consent  de- 
cree, G.\t  delayed  signing  the  decree 
for  14  years  and  wound  up  keeping 
GMAC.  Result:  Ford  dealers  dealt 
with  outside  credit  companies  and 
were  consistently  unable  to  get  terms 


competitive  with  GM  dealers.  "When 
we  entered  the  finance  business  in 
1959,  we  brought  the  rates  down  for 
our  dealers,"  says  a  Dean  aide,  "even 
though  many  didn't  go  with  us." 

Around  the  same  time,  banks  and 
credit  unions  entered  the  auto  finance 
business  with  a  vengeance.  Today  they 
handle  about  70%  of  retail  auto  financ- 
ing. "Look  at  GMAC,"  says  Dean. 
"They  used  to  finance  nearly  half  of  all 
GM  retail  sales,  now  they  do  just  over 
one-quarter.  We're  doing  about  18% 
of  Ford  retail  financing,"  he  goes  on. 
"But  given  GMAC's  experience  I  can't 
assume  we'll  ever  get  much  more  than 
20%  or  25%." 

Nevertheless,  Ford  Credit  has  been 
a  godsend  for  the  parent  in  the  past 
and  may  be  again.  In  1969  many 
banks  pulled  out  of  auto  financing. 
"The  next  year,"  says  Dean,  "we  add- 
ed 700  new  automotive  accounts  and 
$1  billion  in  receivables."  If  money 
gets  tight  again,  Ford  Credit  will  once 
more  stand  ready  to  finance  all  the 
cars  Ford  dealers  can  sell. 

Bonanza 

One  big  reason  Ford  Credit  did 
relatively  well  last  year— and  probably 
will  again  this  year— is  this:  While  it 
lends  medium-term,  usually  for  36 
months,  it  borrows  .short-teiTn.  In  1970, 
when   short-term   borrowings   cost  9% 


and  more,  there  was  not  much  of  a 
profit  for  Ford  Credit  in  the  tradition- 
al 11/2%  that  the  auto  dealer  charges 
on  retail  paper,  not  after  absorbing 
rapidly  expanding  overhead  and  cred- 
it losses.  But  last  year  short-term  rates 
virtually  collapsed,  and  Ford  Credit 
has  been  able  to  borrow  at  as  little  as 
3%.  "Over  75%  of  our  borrowings," 
says  Dean,  "are  short-term,  primarih' 
commercial  paper." 

The  result  was  that  profits  soared 
from  under  $8  million  to  over  $38 
million  last  year.  "It  was,  in  part,  a 
windfall,"  says  Dean.  Ford  would  not 
have  fared  nearly  so  well  if  it  had 
had  more  long-teiin  debt  outstanding, 
becau.se  long-term  rates  didn't  drop 
nearly  as  sharply  as  short-term  rates. 
Nevertheless,  Ford  Credit  is  trying  to 
increase  the  proportion  of  long-term 
debt,  even  though  it  is  more  expen- 
sive. "We  sliould  have  done  it  sooner," 
says  Dean.  "We  got  caught  with  high 
short-term  rates  in  1967  and  again  in 
1969-70.  And  we're  moving  rapidly 
into  long-term  debt.  We've  had  public 
issues  totaling  $350  million  to  $400 
million  a  year,  second  only  to  AT&T 
and  the  utility  system."  And  Ford 
Credit  has  not  forgotten  how  Chrysler 
was  puslied  to  the  brink  in  1970  when 
its  credit  company  had  trouble  rolling 
over  its  commercial  paper. 

The  credit  area  is  one  more  place 
where  it's  better  to  be  General  Mo- 
tors than  to  be  Ford.  GMAC  has 
averaged  8.9%  on  equity  in  recent 
years.  This  is  one  of  the  prices  you 
pay  for  being  No.  Two,  even  a  $16- 
billion  No.  Two  like  Ford.   ■ 
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Ranking  the  top  500  companies  of  1971  In 

•  REVENUES 

•  NET  PROFITS 

•  ASSETS 

•  STOCK  MARKET  VALUE 

•  SALARIES 

In  all,  more  than  800  companies  are  included. 


THE  FORBES 

Annual  Directory 

to 
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Corporations 

May  15, 1972 


The  past  business  year,  while  hardly  notable  for  its 
show  of  vigor,  will  probably  go  on  record  as  the  most 
significant  for  businessmen  in  over  a  decade.  It 
brought  an  upturn  in  profits  to  more  than  a  third  of 
the  twenty-nine  industries  studied  by  FORBES  in  our 
January  1,  1972  industrial  survey.  Prior  to  this  turn- 
about, profitability  had  dipped  to  its  lowest  level  in 
ten  years. 

The  May  15th  Directory  to  America's  leading  corpo- 
rations will  offer  the  complete  record  of  America's 
major  companies  in  a  tough  year. 

FOCUS  ON  LEADERSHIP 

The  issue  will  editorially  evaluate  scores  of  the  lead- 
ing corporations,  in  individual  profiles.  These  short- 
takes will  focus  on  the  effectiveness  of  company  man- 
agement, identifying  what  FORBES  sees  as  its  wisest 
moves  in  the  past  few  years,  and— where  appropriate 
—its  worst.  We'll  also  offer  a  reasoned  judgment  as  to 
where  the  company  stands  as  of  right  now. 

RANKINGS  OF  THE  FIRST  500 

FORBES  will  rank  the  top  500  corporations  of  1971 
by  their  four  most  telling  dimensions:  revenues,  net 
profits,  assets,  and  stock  market  value.  By  statisti- 
cally ranking  the  first  500  according  to  all  four  meas- 
ures, we  pinpoint  how  far  each  company  has  come 
relative  to  its  peers. 

By  indicating  percent  of  change  over  or  under  1970 
for  each  company,  we  show  how  far  it's  come  relative 
to  its  own  performance  in  the  preceding  year.  And  by 
summarizing,  in  a  following  table,  all  four  of  a  com- 
pany's dimensions  in  actual  dollars— for  more  than 


800  companies— we  translate  the  year  into  the  mone- 
tary terms  of  most  interest  to  any  businessman. 

RANKING  BY  REMUNERATION 

The  Directory  will  rank  more  than  700  chief  executive 
officers  of  the  leading  U.S.  corporations  by  their  total 
company  remuneration  in  1971— from  tine  greatest 
to  the  least. 

1971:  THE  COMPLETE  PERSPECTIVE 

The  Directory  Issue  charts  the  current  picture  of  cor- 
porate progress.  It  tracks  the  growth  or  decline  of 
corporations  in  just  the  past  year.  It  defines  their  rela- 
tive standings  as  of  the  end  of  the  year.  A  report  of 
this  range  will  be  especially  valued  this  year,  when 
the  effects  of  the  1971  turnaround  are  being  tested 
on  a  wide  scale. 

3  OUT  OF  4  TOP  MANAGEMENT  MEN  IN  AMERICA'S 
LARGEST  CORPORATIONS  READ  FORBES  REGULARLY 

Advertisers  who  aim  for  the  top  achieve  their  mark  in 
FORBES.  More  top  management  men  in  America's 
biggest  companies  read  this  magazine  regularly  than 
read  Business  Week,  Fortune,  Time,  Newsweek  or 
U.S.  News.  It's  a  fact  that  three  out  of  four  top  man- 
agement men  in  major  corporations  read  FORBES 
regularly. 

The  influential  FORBES  reader  will  be  reached  repeat- 
edly in  this  Directory  Issue.  Why?  Because  the  issue 
is  preserved,  read  and  referred  to  all  year  through  by 
the  FORBES  audience.  If  you  have  an  important  mes- 
sage, corporate  or  otherwise,  for  the  men  at  the  top 
of  American  business,  here's  the  place  to  see  they 
get  it:  the  May  15th  issue  of  FORBES. 

Forbes  readers  don't  just  own  American  business. 


They  run  it. 


Forbes:  capitalist  tool 


The  Money  Men 


Abe  Beame  and  the  Performance  Game 


"I  GET  A  NUMBER  of  calls  from 
people  who  are  near  retirement," 
says  New  York  City  Comptroller 
Abraham  D.  Beame.  "They're  un- 
derstandably concerned  because  of 
the  city's  well-publicized  financial 
plight.  They  ask  me,  'Abe,  are  our 
pensions  safe?'  And  I  assure  them 
their  pensions  are  secure.  Secure 
for  my  lifetime  and  for  the  lifetime 
of  any  member." 

Beame,  New  York  City's  chief 
fiscal  officer,  oversees  a  pool  of 
money  that  would  make  most  mon- 
ey managers  drool.  Of  some  $.55 
billion  in  state  and  local  pension 
funds.  New  York  City  alone  ac- 
counts for  11%  of  the  total. 

But  make  no  mistake.  Six  billion 
dollars  in  assets  may  sound  like  a 
lot  of  money,  but  consider  the  de- 
mands on  it.  Just  last  month  a  bill 
was  introduced  in  Albany  which 
would  give  District  Council  37,  a 
large  municipal  employees'  union, 
full  salary  benefits  after  40  years' 
service.  Extra  costs  in  the  first  year: 
$.36  million;  cost  by  1980,  estimat- 
ed in  the  hundreds  of  millions.  All 
told.  New  York  City  pensions  re- 
quire $617  million  a  year.  By  1976 
the  figure  will  probably  double. 
By  1980  it  will  increase  by  some 
fourfold  annually  to  around  $2.4 
billion.  That  doesn't  take  into  ac- 
count further  liberalization  of  bene- 
fits that  are  now  in  the  process  of 
l^eing  negotiated  with  municipal 
employees. 

For  all  of  this,  the  city's  66- 
year-old  chief  financial  officer  says 
the  system  overall  was  well  in  sur- 
plus today  and  would  be  for  some 
lime  to  come.  However,  the  fire- 
men's pension  fund  "was  many  mil- 
lions behind  in  its  funding  because 
of  a  legal  wrangle  with  the  city  for 
years.  During  this  time  city  money 
hasn't  been  put  into  the  fund." 

There  might  have  been  a  deficit 
instead  of  a  surplus.  When  Abe 
Beame  became  Comptroller  for 
the  first  time  in  1962,  he  changed 
iinestmcnt  policy  to  take  the  city 
pension  funds  off  a  ridiculous  hook. 
It  liad  been  political  custom  to  re- 
strict city  pension  money  to  in- 
vestment in  U.S.  Treasury  bonds  or 
New  York  City  issues.  In  1962,  out 
ol  nearly  $3  l)illion  in  assets,  some 
60'f  was  invested  in  New  York 
C:ily  municipals,  yielding  2%%  to  3%. 
"Can    yon    ima'j;ine,"   asks    Beame. 


"the  folly  of  forcing  a  pension  fund, 
which  is  tax  exempt,  to  invest 
in  tax  exempts  when  we  could 
have  obtained  yields  twice  as  high 
from  high-grade  corporate  bonds?" 

Politics  being  what  it  is,  anything 
is  possible,  but  it  was  a  matter  of 
changing  or  facing  insolvency.  The 
system  was  guaranteeing  4%  for 
two-thirds  of  its  members  and  3% 
for  the  remainder.  At  the  time, 
says  Beame,  the  funds  were  barely 
earning  3%  and  the  fund  was  run- 
ning about  a  $16-million  annual 
deficit.  So  he  went  to  the  state 
legislature  and  got  the  rest  of  the 
employees  up  to  4%.  With  that 
added  cost  burden  he  then  began 
selling  city  bonds  heavily,  which 
were  then  selling  near  par,  or  at  a 
premium,  and  reinvested  the  pro- 
ceeds in  higher  yielding  corporates. 
At  the  end  of  1984  Beame  also 
got  the  pension  the  right  to  invest 
in  common  stocks. 

There  was,  however,  one  big  ob- 
stacle. "We  were  only  able  to  sell 
about  $500  million  of  the  $2  billion 
New  York  City  bonds  we  had  in 
our  portfolio  because  the  law  said 
that  we  had  to  take  all  of  the  losses 
in  one  year.  When  interest  rates 
were  low  early  in  the  Sixties,  that 
didn't  matter,  but  then  rates  began 
to  climb  and  that  ended  our  sales 
program  because  you  couldn't  sell 
at  a  loss.  But  at  least  we  weren't 
buying  any  more."  Meanwhile, 
benefits  were  escalating. 

In  1970  the  legislators  agreed 
to  let  the  city  sell  its  low-yielding 
bonds  and  spread  out  the  losses. 
"We  got  the  legislature  to  allow 
us  to  write  off  the  losses  on  the 
sale  of  city  bonds  over  a  20-year 
period.  So,  say  a  3%  bond  was  sold 
for  80  and  we  sold  $1  million  and 
got  $800,000.  We  would  turn 
around  and  buy  a  corporate  bond 
yielding  about  7%%  on  $800,000, 
which  would  bring  in  $60,000;  on 
the  3%  bond  we  were  getting  only 
$30,000.  Even  after  subtracting 
the  amortized  loss  of  $10,000,  our 
current  return  is  ahead  by  $20,000 
on  such  a  swap."  In  the  latest  fiscal 
year  alone,  the  city  sold  $350  mil- 
lion in  low-yielding  bonds. 

As  reinvestment  accelerated, 
Beame  chose  four  investment  ad- 
visers out  of  30  institutions  who 
bid  to  handle  equity  investments. 
The  four  are   First    National   Citv 


NYC  Comptroller  Beame 


Bank  of  New  York,  U.S.  Trust  Co., 
Bank  of  New  York  and  Alliance 
Capital  (now  part  of  Donaldson, 
Lufkin  &  Jenrette).  To  streamUne 
and  automate  the  in\estment  pro- 
cess for  city  pensions,  he  hired  Mel- 
vin  N.  Lechner,  34,  last  June. 

Lechner,  an  energetic  young 
man,  has  an  interesting  back- 
ground. He  had  been  an  accountant 
for  Arthur  Andersen  &  Co.  for  near- 
ly six  years  when  he  was  sent  to 
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GeneA  a  by  the  firm  to  be  account- 
ant for  its  client.  Investors  0\er- 
seas  Service,  the  Bemie  Comfeld 
overseas  financial  empire.  Lechner 
was  one  of  the  first  to  blow  the 
whistle  on  Comfeld.  He  left  lOS 
and  went  back  to  school  at  New 
York  University  to  get  a  Ph.D.  in 
public  administration.  No  admirer 
of  Comfeld,  Lechner,  nevertheless, 
brought  to  his  bureaucratic  posi- 
tion some  badly  needed  free  enter- 
prise knowhow.  Says  Lechner:  "We 
instituted  a  performance  monitor- 
ing s\stem  last  year  with  an  out- 
side firm,  Automatic  Investors  Data 
Ser\ice,  which  will  reward  the  best 
of  the  four  equity  ad\isers  with 
more  funds  and  management  fees 
for  more  favorable  performance  and 
gi\'e  less  funds  to  the  poorer  ones. 
After  a  period  of  time,  if  they  con- 
tinue to  fare  poorly,  we  will  bring 
in  another  adviser." 

There  is  no  problem  for  Lechner 
in  keeping  Wall  Street  interested 
in  showing  results  for  the  city  fund. 
The  fees  and  commissions  involved 
are  substantial.  Until  last  year  the 
city  paid  no  cash  for  management 
fees;  rather,  the  advisers  got  other 
business  from  the  city.  This  year 
cash  fees  could  come  to  $392,000, 
and  some  SI  million  in  commissions 
will  be  paid  to  70  different  firms. 
The  proportions  may  drop  with  the 
new  negotiated  commissions,  but 
the  total  sums  involved  will  remain 
large.  Lechner  and  Beame  foresee 
common  stocks  making  up  35%  of 
total  assets  by  the  late  Seventies. 
This  could  involve  the  investment 
of  over  $3  billion  in  stock,  assum- 
ing normal  growth  of  the  pension 
pool— and  without  even  considering 
the  commissions  involved  in  switch- 
ing among  stocks. 

"We  are  now  investing  at  a  rate 
of  close  to  $19  million  a  month," 
Lechner  says.  "What  we  have  been 
trying  to  do  is  dollar-cost-average 
our  purchases  so  that  we  could  buy 
at  various  price  levels  in  the  stock 
market  with  constant  dollar  flows." 

There  are  few  surprises  in  the 
$580-million  equity  portfolio,  which 
includes  heavy  representation  of 
issues  like  Avon,  IBM,  Xerox,  Sears, 
Roebuck  and  Eastman  Kodak  but 
no  Polaroid.  Also  included  were  a 
few  more  speculative  issues  like 
Viacom  International  and  Pan 
American  World  Airways. 

"We're  not,"  says  Lechner,  "in 
the  mutual  fund  t>pe  performance 
game.   We  think  long  mn."  That 


long-run  thinking  could  allow  for 
some  sizable  investing  in  mortgages, 
but  that  hasn't  been  the  case  re- 
cently. Beame  gives  two  reasons 
why  the  pensions  haven't  been  very 
active  in  the  mortgage  field:  "Too 
much  red  tape;  and  our  cash  flow 
after  bonds  and  stocks  plus  payout 
doesn't  allow  much  leeway  for 
mortgage  investments." 

There  is  a  third  reason.  Under 
the  previous  comptroller,  Mario 
Proccacino,  the  mortgage  depart- 
ment had  made  several  embarrass- 
ing investments.  In  one  case  the  pen- 
sion fund  entered  into  a  huge  $59- 
million  mortgage  on  the  Burling- 
ton Industries  Building,  which 
locked  it  into  a  7/8%  mortgage 
because  of  interminable  delays 
brought  on  by  a  scandal  in  the 
mortgage  department  at  a  time 
when  yields  were  closer  to  9%.  The 
scandal  came  on  the  placement  of 
three  out-of-state  mortgages  in 
which  a  city  pension  aide  was  con- 
victed for  taking  kickbacks.  No 
wonder  Beame  has  shied  away 
from  aggressive  mortgage  lending. 

Forbes  asked  Beame  an  unkind 
question:  With  middle-income 
housing  so  badly  needed  in  the 
city,  why  weren't  the  funds  invest- 
ing in  it?  Beame  spoke  of  the  bu- 
reaucratic and  political  problems 
involved.  He  claimed  that  the  re- 
turns on  these  mortgages  weren't 
adequate,  considering  the  cost  and 
the  headaches  involved. 

Forbes  pointed  out  that  many 
municipal  employees  are  moving 
out  of  the  city  because  they  can't 
get  decent  housing.  That  erodes 
the  Tax  base  even  further  and  in- 
directly puts  more  pressure  on  the 
pensions  to  get  higher  returns  in 
order  that  taxes  not  be  raised  too 
much  for  the  remaining  people. 
The  circle  gets  narrower  all  the 
time  and  is  self-defeating. 

Beame  hesitated,  then  chose  his 
words  very  carefully.  "We  have  had 
very  strong  debates  on  this  subject. 
I  am  just  one  man  on  the  board  of 
trustees;  there  are  eight  others  with 
all  sorts  of  views,  including  the 
representatives  for  the  municipal 
unions.  The  majority  has  decided 
we  should  invest  in  investments 
that  give  the  highest  return.  This 
could  eventually  change." 

We  began  by  saying  the  size  of 
Abe  Beame's  money  pool  would 
make  most  money  managers  envi- 
ous. But  how  many  would  trade 
his  money  for  his  problems?  ■ 
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THOUGHTS  FOR  INCREASED  PER- 
SONAL POWER  is  a  collection  of 
quotations  from  the  writings  of  Paul  J. 
Meyer,  including  his  well-known  Million 
Dollar  Personal  Success  Plan. 

With  this  free  booklet,  we'll  send  you 
information  describing  a  business  oppor- 
tunity with  Success  Motivation  Institute. 
S.M.I,  is  a  pioneer  and  leader  in  the 
knowledge  /  education  /  communications 
industry. 

Send  for  your  free  copy  of  THOUGHTS 
FOR  INCREASED  PERSONAL  POWER 
and  the  Business  Opportunity  informa- 
tion today  at  no  obligation  to  you. 

Success  MotivatiorTlnstitute,  Inc. 

Paul  J.  Meyer,  President 

Box  7614    Dept.  FBS4-2 

ET^^    Waco,  Texas  76710 

Telephone  817-776-1230 

(Call  Collect) 
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STAIR-GLIDE^ 

RENTAL-PURCHASE   PLAN   AVAILABLE 

Installs  In  less  than  two  hours.  No  marring  waits  or 
stairway.  No  special  wiring.  Tax  deductible  when 
recommended  by  a  physician.  Costs  about  8(  a  week 
to  operate.  Guaranteed. 

USED  BY  THOUSANDS:  CARDIAC  PATIENTS  •  SENIOR 

CITIZENS    •     POST    OPERATIVES    •     PARALYSIS    • 

WIFE-SAVER  •   RESTRICTED   PHYSICAL  ACTIVITIES. 

WRITE  FOR  FREE  BROCHURE 

AMERICAN  STAIR-GLIDE  CORP. 

201  W.  80th  Terr..  Dept.   F-4     Kansas  City.  Mo.  64114 


HOW  TO  BECOME 

FINANCIALLY  INDEPENDENT" 

Interested  in  a  prestige  and  profit- 
able business  of  your  own?  Write 
for  valuable  new,  50  page  booklet,  NEW  ROADS 
TO  OPPORTUNITY  AND  WEALTH.  FREE! 

MASTER  IND.  Dept.  FORR,      John  R.  Sauer,  Pres. 
P.O.Box  1637,  Englewood,  Colorado  80110 
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THE  MANY  RVCES  oil 


More  than  five  million  faces  get  our 
message  every  week.  They've  made  us 
Number  One  in  New  York.  And  in  North 
America.  They're  getting  what  they  want 
—contemporary  music. 

We  deliver  more  teens  and  more  18 
to  49  year  olds  than  anybody  else.  All 
day  All  week  long.  More  college  grad- 
uates. More  people  who  earn  15  grand  a 
year  or  more.  More  moms.  More  pops. 
More  big  families.  More  faces  than  any- 
body else  in  radio. 

Here  are  some  of  the  faces  on  the 
inside  who  make  it  happen. 

GeorgeWilliams 
is  our  vice  president 
and  general  manager. 
He'sbeen  with  the  sta- 
tion for  seven  years 
'and  in  the  radio  busi- 
ness since  1958.  And 
he  knows  exactly  what 
he's  doing  and  where 
he's  going. 

"Being  Number 
One  is  a  little  like  standing  on  top  of 
Mount  Everest  and  looking  for  a  higher 
peak','  said  George  recently 

"We've  gotten  here  by  giving  the 
people  what  they  want— contemporary 
music.  And  we'll  keep  on  doing  that. 

"So we're  going  to  stay  hght  where 
we  are-atthetop. 


"As  the  public  taste  changes,  we 
change  with  it.  If  in  1985  people  want  I 
hear  zither  music,  we'll  be  playing  a  U 
of  zither  music.  But  it'll  still  be  the  be 
damn  zither  music  around. 

"We're  going  to  have  the  same  kin 
of  people  working  for  us— the  best.  An 
the  same  kind  of  people  listening -th 
most'.' 

Rick  Sklar  is  our  program  manage 
He  has  made  WAB 
NumberOnethroug 
simple  but  sophisi 
cated  selection  ( 
music  people  want  1 
hear  That's  why  s 
many  different  type 
of  people  listen  1 
our  station. 

"But',  says  Rick, 
don't  prog  ram  WAB( 
Our  listeners  do'.' 
Marty  Ross  is  WABC's  genen 
sales  manager.  Buyers 
know  they  can  trust 
him.    They    know    if 
Marty    promises   you 
the  moon,  you  better 
start  clearing  a  space 
in    your    back    yard. 
Because  what  Marty 
promises,    Marty   de- 
livers. 


W\BCMUSICRADI077 


really  believe  in  WABC','  he  says, 
lo  other  station  in  the  city  can  offer 
"lat  we  do.  We've  got  more  listeners 
id  they're  better  educated  and  spend 
ore  money.  They  buy  more  groceries, 
ore  dishwashers  and  more  automo- 
es.  And  they're  faithful.  They  spend 
ore  time  with  radio  than  with  any  other 
edium. 

"We've  got  a  great  bunch  of  sales- 
3n,  too.  They're  marketing  profes- 
)nals.  They  don't  just  let  you  buy  time 
im  them-they  help  you  plan  your 
jio  schedule  so  you  get  the  most  clout 
■your  dollar'.' 
You  already  know  our  on-the-air 
personalities.  Most 
New  Yorkers  have 
one  of  them,  Harry 
Harrison,  in  for  break- 
fast every  morning. 
In  fact,  he's  New 
York'sNumberOne 
morning  man.  Be- 
cause he  makes 
-waking  up  enjoyable, 
tells  you  how  the  day 
be-the  time,  the  traffic,  the  weather, 
d  he  puts  a  smile  on  your  face  no 
itter  what. 

New  Yorkers  have  been  getting  up 
1  Harry  Harrison  for  four  years  now. 
have  a  feeling  that  if  he  ever  went  off 


theair,  most  of  them  wouldjust  stay  in  bed. 
Charlotte  Carter  is  one  of  our  favorite 
faces.  Shegrewupwith  us. 

"I  started  listening  ten  years  ago"  she 
tells,  "when  Bruce  Morrow  was  playing 

Elvis  and  the  Beach 
Boys  and  I've  been 
llistening  to  WABC  ever 
Isince. 

"So,  when  they 
lettered  me  a  job  here, 
was  really  excited. 
"I  started  out  as  a 
.typist  and  worked  my 
way  up.  Now  I'm  sales 
Iservice  director  and 
've  been  around  long  enough  to  know 
everybody.  I  know  how  hard  they  work 
and  how  pleasant  they  are  to  deal  with. 
And  no  one  could  ask  for  a  more  profes- 
sional bunch  of  people.  But  I  wish  Bruce 
Morrow  would  quit  stealing  my  pencils'.' 
Look  at  our  many  faces  again.  You'll 
know  why  we're  Number  One  with  all 
age  groups. 

The  next  face  in  our  picture  is  yours. 
Call  Marty  Ross  at  LT  1-7777,  Ext. 
7586.  He'll  put  you  in  direct  contact  with 
five  million  customers! 

V\^^BC  MUSICRADI077® 

SOURCE:  Nov/Dec  1971  New  York  Pulse  R  S  A.,  Mon-Sun,  24-hour  cume 
listeners,  Nov/Dec  1971  Pulse  R.S.A.,  6-10  am,  Mon-Frl.  avg  Vt  hr  and  cunne; 
Mar/Apr  1971  New  York  RS.A.  Pulse  L.Q.R.:  New  York  A, D  1.,  BRI,  Radio  Sta- 
tion Report  1  969  — station  audience  consumption  levelsappliedto  weekly  cume 
as  reported  by  Nov/Dec  1 971  Pulse  R  S  A.  All  audience  information  based  on 
estimates.  Subject  to  qualifications  available  on  request. 


Cowboy  in  Connecticut 

In  his  dreams,  Mac  Baldrige  still  is  riding  the  range,  but  when 
he  gets  down  to  earth,  he's  doing  a  first-rate  job  at  Scovill. 


"Yup."  That's  how  Malcolm  Baldrige 
talks,  like  a  cowboy.  And  that's  how 
Baldrige  acts  sometimes,  too.  He  of- 
ten wears  a  broad  leather  belt  with  a 
huge  silver  buckle  to  work.  There 
are  the  mounted  horns  of  a  steer  on  a 
wall  of  his  office,  and  when  he's  think- 
ing about  something,  he  goes  into  his 
closet  and  takes  out  a  lasso  and  prac- 
tices roping  the  steer  horns. 

Yippee! 

It's  a  bit  incongruous,  because 
Baldrige  isn't  home  on  the  range.  He's 
in  his  ofiBce  in  the  headquarters  of 
the  Scovill  Manufacturing  works  in 
Waterbury,  Conn.,  a  small,  red-brick 
building  of  Civil  War  vintage.  Nary 
a  critter  in  sight.  Baldrige  is  chair- 
man of  Scovill,  a  company  that  makes 
over  50  different  varieties  of  products, 
from  housewares  to  auto  parts  to 
aerosol  sprays. 

Baldrige  is  a  graduate  of  Yale.  His 
father  was  a  congressman.  His  sister 
is  "Tish"  Baldrige,  who  was  Mrs. 
John  F.  Kennedy's  White  House  social 
secretary. 

So  what's  this  Wild  West  bit? 

Well,  pardner,  Baldrige  comes  from 
Nebraska,  which  is  cow  country,  and 
he  grew  up  with  a  lasso.  He  keeps 
steers  at  his  place  in  Woodbury, 
Conn,  to  practice  on.  He  performs 
professionally  as  a  steer  roper  at  nine 
or  ten  rodeos  a  year,  while  on  vaca- 
tion. At  the  beginning  of  last  year. 


Foundry    : 

rige  began  work  m  o  foundry, 
the  Eastern  Co.,  not  on  a  range. 
Scovill  lassoed  him  there. 


Baldrige,  at  age  48,  was  the  nation's 
fifth-ranked  steer  roper. 

Is  the  man  loco? 

When  you  say  that,  smile.  He's 
done  a  hangup  job  at  Scovill.  Let 
him  tell  about  it. 

"Scovill,"  he  says,  stretching  out 
his  lean,  6-foot  frame,  "wasn't  going 
much  of  anywhere  when  I  was 
brought  in  to  become  president  in 
1963.  In  1958,  they'd  even  had  a  loss. 
Depended  mainly  on  the  brass  milling 
business,  but  that  was  too  cyclical. 
Some  years  it  was  55%  of  earnings. 
When  it  was  off,  it  could  drag  the 
total  company  down.  ...  So  we  de- 
cided to  make  Scovill  into  a  diversi- 
fied but  well-balanced  manufacturer. 
That's  no  conglomerate,  understand." 

Going  for  Broke 

Baldrige  and  John  C.  Helies,  who 
is  president  of  the  company  and  whom 
Baldrige  sees  as  much  more  than  just 
a  "sidekick,"  decided  to  take  some 
chances  with  the  old  brassmaker. 
They  entered  a  field  Scovill  had 
never  tried— housing  products.  "It 
promised  to  be  contracyclical  to  brass 
and  it  had  a  lot  of  growth  in  the 
wood,"  Baldrige  says. 

Using  mostly  cash,  Scovill  bought 
five  established  firms  with  housing 
products  ranging  from  chimes  (Nu- 
Tone)  to  windows  and  doors  (Carad- 
co).  The  gamble  turned  out  to  be  a 
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success.  Scovill  is  now  the  leader  in 
that  market  area.  By  the  end  of  1972 
Baldrige  expects  that  brass  milling 
will  be  down  to  8%  of  earnings  while 
housing  products  will  be  up  to  44%. 

Other  brash  new  thrusts  helped 
balance  the  old  Scovill.  There  had 
been  integration  forward  from  mill- 
ing. Scovill,  for  instance,  made  pins 
from  its  brass.  But  almost  as  an  after- 
thought. Still,  the  pin  division  had 
developed  70,000  retail  outlets.  The 
"new  Scovill"  picked  up  several  more 
firms  and  began  pumping  electric 
scissors,  dress  forms,  needlepoint  and 
other  products  into  this  broad  distri- 
bution system.  It  also  created  new 
proprietary  auto  products.  Ten  new 
plants  were  built,  and  Scovill  turned 
away  from  other  old  habits,  like  mak- 
ing brass  buttons,  into  producing  ap- 
parel snap  fasteners  and  zippers. 

The  result:  Scovill's  revenues  have 
risen  from  $169.3  million  in  1963,  the 
year  Baldrige  took  over,  to  $470.2 
million  last  year;  earnings  after  taxes 
moved  from  $4.4  million  to  $14.3 
million;  earnings  per  share  from  67 
cents  to  $1.77,  with  two  stock  splits 
along  the  way. 

But  could  there  be  trouble  ahead 
at  the  pass? 

Maybe.  For  long-term  debt  soared 
while  Scovill  was  buying  companies 
and  building  new  plants.  Long-term 
debt  is  up  6  times  from  that  in  1963. 
Scovill  will  now  limit  capital  spend- 
ing to  depreciation  levels.  It  had  been 
spending  VA  times  depreciation. 

Who's  Afeard? 

Baldrige  seems  unconcerned,  lacon- 
ic. He  thinks  Scovill  can  continue 
to  grow  without  incurring  further 
debt.  Its  stock  now  sells  for  18  times 
earnings,  up  from  12  when  he  took 
over.  "We  didn't  plan  it  this  way,  but 
at  last  we're  able  to  cut  long-term 
debt  while  our  price/ earnings  ratio 
is  up  far  enough  so  now  we  can  use 
stock  if  needed  for  acquisitions." 

He  sees  growth,  even  in  metals. 
And  one  revamped  group,  he  says, 
housewares,  has  yet  to  show  the  ef- 
fects of  pulling  the  unprofitable  ap- 
pliance maker.  Dominion,  into  the 
stronger  Hamilton  Beach  division. 

So  that's  the  setup,  pardner.  Bald- 
rige would  rather  be  out  in  Nebraska 
riding  the  range,  but  there's  more 
money  in  Waterbury,  Conn.  He  plays 
at  being  a  cowboy,  but  he  doesn't 
play  at  making  money. 

What  Helies  thinks  of  Baldrige's 
hobby  can  be  guessed  by  peeking  into 
his  office.  Dominating  one  wall  is  a 
giant  swordfish  he  caught  off  Florida. 
"I  have  to  have  something  to  counter 
Mac's  cow  horns,"  he  says.  He  has  no 
complaint  about  how  Mac  is  running 
the  company,  however.  ■ 
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white  ostrich-feather  jan  with  crystal  handle  enamelled  translucent  salmon-pink.  Disc  set  with  rose  diamonds  with  mir- 
rored hack.  Wnrkmaster  Hendrik  Wigstrom.  Also  gold-mounted  lorgnette  with  pink  enamelled  handle  chased  with  spiral  of 
green  gold  foliage.  By  Carl  Faberge,  Jeweler  to  the  Czars  of  All  the  Russias.  From  the  Forbes  Magazine  Collection  of  Faberge. 


Carl  Faberge  knew  his  business. 
Forbes  Magazine  knows  its  business. 
Which  is  your  business. 


Today  over  625,000  executives 
subscribe  to  Forbes.  An  additional 
million  read  every  issue. 


Forbes  Magazine  readers  don't 
just  own  American  business. 
They  run  it. 


Forbes:  capitalist  tool 


In  another 
tough  year 


^m" 


gained 

11%  in  earnings  per  share 

grossed 

$577996,CXX),up26% 

netted 

$19,506,000,  up  18% 

Every  group  boosted  its  revenues ...  six  of  seven  their 
profits.  How  does  Amfac  do  it?  By  being  in  the  right 
spots,  in  fast  growing  businesses.  By  attempting  to 
spot  potential  pitfalls,  then  avoiding  or  cushioning 
them. 

An  example?  We  thought  it  prudent  not  to  depend 
so  totally  on  Hawaii's  economy.  So  four  years  ago 
Amfac  began  diversifying.  The  long  West  Coast  long- 
shoremen's strike  put  this  plan  to  the  test... and 
proved  its  wisdom. 

Amfac's  broader  geographically  now— mainland 
operations  account  for  70  percent  of  our  revenues. 
Broader,  too,  in  types  of  businesses.  So,  the  strike 
had  its  effect,  but  we  flourished  nonetheless. 

And  we  grew  in  corporate  groups— to  a  seventh, 
Food.  In  1971,  we  acquired  Lamb-Weston,  major  pro- 
ducer of  frozen  potatoes  and  other  products  for  the 
rapidly  expanding  fast  food  service  industry. 

Actually,  food's  nothing  new  to  Amfac.  This  acqui- 
sition, like  earlier  ones,  evolved  naturally  from  what 
we've  done  well  In  the  past. 

The  Food  Group  joins  our  profitable  mix  of  enter- 
prises. Hotels,  resorts  and  restaurants— our  island 
style  hospitality.  Property  management  and  Agricul- 
ture, Distribution  and  financial  services.  Fashion  re- 
tailing that  appeals  to  many  fancies  and  finances. 

Last  year,  retailing  added  15  new  stores  in  California 
and  Hawaii  — in  hotels,  resorts  and  shopping  malls. 

Land  is  a  precious  resource  to  anyone  who's  grown 
up  on  an  island,  as  Amfac  has  So  we  manage  it  with 


care,  balancing  economics  and  environment.  Trans- 
forming thorny  bush  lands  into  the  beautiful,  profit- 
able Kaanapali  Beach  Resort  on  Maui.  Developing 
mobile  home  parks  in  California  and  Nevada,  light 
industrial  parks  in  Hawaii. 

Hospitality  is  a  part  of  our  Hawaiian  heritage.  A  big 
part!  By  the  end  of  1971  we  operated  almost  6,000 
hotel  rooms.  And  restaurants  capable  of  seating 
about  24,000  people.  Last  year,  we  added  443  hotel 
rooms  on  the  Neighbor  Islands  of  Hawaii  alone.  Ex- 
panded Fred  Harvey's  youth  appealing  "Shipwreck 
Kelly"  concept. 

To  our  traditional  agriculture  base,  sugar,  we'll  add 
new  products . . .  papaya,  perhaps;  new  property  uses 
...modern  farms  on  what  was  once  Australian  bush 
land. 

Our  Distribution  Group  profited  in  1971  from  its 
reconstructed  base  of  pharmaceutical  distribution, 
electrical  supplies  and  products.  Became  the  first 
Amfac  Group  to  expand  to  Alaska  by  acquiring  the 
Anchorage-based  Northern  Supply,  Inc. 

Our  Financial  Group  added  offices  to  service  indi- 
vidual housing  mortgages,  looked  at  possible  geo- 
graphic expansion  to  Guam  and  other  Pacific  terri- 
tories. 

Amfac  is  sure  its  business  philosophy,  based  on  its 
island  heritage,  works.  It  responds  to  human  needs- 
food  and  shelter,  clothing,  health-care  products  and 
leisure.  And  yes,  provides  the  finances  to  make  them 
possible. 

Doing  things  right— that's  our  island  heritage.  We'll 
be  delighted  to  share  its  facts  and  finances  with  you. 
Just  write  for  a  copy  of  our  Annual  Report  to: 

Amfac,  Inc.,  Dept.  C,  P.O.  Box  3230,  Honolulu, 
Hawaii  96801. 


FINANCIAL  HIGHLIGHTS 

(in 

Thousands) 

1971 

1970 

%  Increase 

Revenues    

.  .  $577,996 

$459,855 

26 

Income  before  taxes 

.  .      34,956 

28,879 

21 

Net  income 

19,506 

16,482 

18 

Primary  earnings 
per  share  (restated)  . 

1.92 

1.73 

11 

Fully  diluted  earnings 
per  share  (restated)  . 

1.82 

1.64 

11 

Total  assets          .  . . 

.  .    451,925 

384,998 
158,745 

17 
34 

Stockholders'  equity 

..    212,457 

Additions  to  property, 
plant  and  equipment 
(excluding  purchased 
businesses) 

36,789 

41,200 

(11) 

A  family  of  enterp!,  ises  enhancing  people  and  places. 


World  Enough? 


Kellwood  Co.  has  hitched  its  wagon  to  a  star.  That 
makes  the  traveling  fast,  if  sometimes  a  bit  risky. 


How's  this  for  leverage?  You  have 
about  S46  million  in  equity  capital 
and  against  that  nearly  SlOO  million 
in  short-  and  long-term  debt.  You  net- 
ted only  86  million  on  S283  million  in 
sales  last  year,  a  paltry  2%  on  the 
sales  dollar.  To  make  matters  worse, 
a  single  customer  takes  80?  of  your 
production. 

A  nightmare?  No,  Fred  W.  Wenzel, 
president  of  St.  Louis'  KelKvood  Co., 
sleeps  veiy  well  at  night.  After  all,  his 
sales  have  been  growing  at  an  an- 
nual rate  of  10%.  Earnings,  if  thin, 
have  kept  pace.  The  single  customer? 
It's  Sears,  Roebuck  &  Co.,  and  as 
long  as  Kellwood  can  keep  Sears  hap- 
py. Sears  will  keep  KelKvood  happy. 
"Our  relationship  with  Sears  allows 
us  to  operate  in  a  way  that  almost  no 
other  business  could,"  says  Wenzel,  a 
disarmingly  shy  man. 

KelKvood  is  named  after  two  ex- 
Sears  chaimien,  Charles  Kellstadt  and 
the  late  General  Robert  E.  Wood, 
and  grew  from  a  merger  of  15  small 
Sears  suppliers.  Sears  owns  enough  of 
the  stock,  16%,  to  have  a  firm  voice 
in  management,  but  not  enough  to 
make  KelKvood  in  any  sense  a  mere 
captive,  a  tributary  of  Sears.  It's  a  mu- 
tually beneficial  relationship. 

In  apparel— most  of  Kellwood's 
sales— the  two  companies  come  to  a 
firm  production-purchasing  agree- 
ment for  each  season's  merchandise. 
KelKvood  takes  that  agreement  to  the 
banks,  borrows  against  it,  then  pays 
off  the  loan  as  it  ships  to,  and  is  paid 
by.  Sears.  Hence  Kellwood's  huge 
bank  loans,  which  lifted  its  interest 
bill  past  $8  million  in  a  tight-money 
year  like  1970.  "We  couldn't  get  that 
kind  of  money  from  the  banks,"  says 
Wenzel,  "if  we  didn't  have  a  presold, 
liquid  inventory  that's  really  revolv- 
ing, self-liquidating  debt.  The  bank  is 
our  financial  \ice  president  here. " 


Satisfied?  Fred  Wenzel  has 
profited  by  staying  in  Sears' 
shadow.    Could   he  do   more? 


In  this  cozy  setting,  Kellwood  was 
able  to  turn  its  narrow  profit  margin 
into  a  reasonable  return  on  equity, 
about  13%.  To  be  sure,  it  shows  no 
better  return  per  sales  dollar  than  a 
profitable    supermarket    chain    might 


Sears  Satellites 

Kellwood  is  just  one  of  Sears,  Roebuck's  supplier-affiliates.   Below 
are  others  that  do  the  bulk  of  their  business  with  Sears.  The  tie-ins 
don't  stop  there.  DeSoto  sells  furniture  to  Warwick.  Whirlpool  owns 
57%  of  Warwick  and  has  an  option  io  buy  out  Sears'  23%  interest. 

Sales       Owned            1971              1971 
to              by           Revenues      Earnings   Current 
Company  (Principal  Products)              Sears        Sears         (millions;     (millions)     Price 

Armstrong  Rubber  (tires) 
DeSoto  (paint  &  detergents) 
Kellwood  (clothing)* 
Roper  (appliances,  lawnmowers)- 
Warwick  (consumer  electronics) 
Whirlpool  (appliances) 

53%         70%         $    175.0        $50           W/s 
56            —                 214.0            4.5        271/8 
80     •       16                 282.7            6.0        331/8 
79            47                167.0            1.3        353/8 
89            23                171.9              .6        II1/2 
62            —              1,247.5          50.4       112 

•Fiscal   1971 

make.  But  in  a  low-capital  field  like 
apparel,  this  has  enabled  Kellwood  to 
rank  among  the  top  half-dozen  in 
its  industry,  with  a  five-year  return  of 
over  15%  on  stockholders'  equity  and 
over  12%  on  capital. 

Has,  then,  Kellwood  found  a  safe 
haven  where  it  can  prosper  without 
risk?  By  no  means.  Sears  will  allow 
Kellwood  a  decent  margin  on  mer- 
chandise it  contracts  to  buy.  It  will 
not  protect  KelKvood  from  the  conse- 
quences of  management  mistakes. 
There  was,  for  example,  the  ill- 
planned  expansion  in  1969  with  the 
purchase  of  an  "unprofitable  and  un- 
manageable" knitting  operation.  The 
result:  a  28%  dip  in  per-share  earn- 
ings in  fiscal  1969,  from  $2.08  a 
share  to  $1.49,  from  which  Kellwood 
had  only  partly  recovered  (to  $1.81) 
last  year. 

Is  Sears  All? 

The  larger  question  about  Kell- 
wood is  why  Fred  Wenzel  has  not 
grasped  an  opportunity  that  seems  to 
lie  plain  before  him.  With  a  solid  base 
of  Sears  business,  why  has  not  Kell- 
wood expanded  more  outside  than  the 
20%  of  sales,  or  about  $57  million, 
that  it  derived  last  year  from  other 
customers?  After  all,  Sears  has  per- 
mitted and  even  encouraged  other 
companies  with  which  it  has  a  basi- 
cally similar  relationship  to  lift  their 
outside  sales.  Whirlpool  sales  to  out- 
siders account  for  48%  of  revenues, 
and  DeSoto  Inc.  has  raised  outside 
sales  to  almost  half. 

To  a  degree,  Kellwood  is  trying  to 
build  its  outside  sales.  "We  sell  some 
apparel  to  Montgomery  Ward,"  says 
Wenzel.  Kellwood's  Stahl-Urban  sub- 
sidiary has  recently  begun  a  modest 
brand-name  marketing  push,  and  a 
national  campaign  for  a  sports-related 
line  of  boys  jackets  and  pants.  Also, 
Kellwood  recently  acquired  H.  Wen- 
zel Tent  &  Duck  Co.,  an  old  family- 
controlled  maker  of  camping  equip- 
ment that  is  not  expected  to  sell  its 
output  through  Sears. 

But  in  the  main,  the  explanation 
for  Kellwood's  apparent  holding  back 
lies  in  Sears'  own  market  patterns. 
Sears'  other  preferred  suppliers  pro- 
duce, in  the  main,  hard  goods  for 
consumer  markets  where  Sears  has  al- 
leady  achieved  impressive  penetra- 
tion. Kellwood,  by  contrast,  produces 
soft  goods  for  markets  where  Sears 
has  comparatively  much  less  strength 
—and  therefore  much  more  growth 
potential. 

"They're  already  there,"  says  Wen- 
zel of  the  Whirlpools.  "They  can  now 
devote  planning  and  expansion  to 
other  markets.  We've  got  a  long  way 
to  go  with  Sears."  Not  a  bad  travel- 
ing companion,  it  might  be  added.  ■ 
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The  Perils  of  Positive  Tiiinldng 

Lean  and  leathery  Dwane  Wallace,  an  old  barnstorming  pilot,  faces 
his  most  dangerous  stunt— getting  Cessna's  new  jet  Out  of  the  red. 


Old  Dwane  Wallace  is  an  optimistic 
fly-boy.  Always  was;  always  will  be. 
So  it's  no  surprise  that  he's  still  ecstatic 
about  Cessna  Aircraft's  new  compact 
jet,  even  though  company  estimates 
of  the  jet's  fiscal  1972  sales  have  nose- 
dived from  100  units  ...  to  50  .  .  . 
to  30.  Ask  him  about  it  and  a  smile 
creases  his  leathery  face:  "Shutting 
down  the  jet  program  [and  writing 
off  about  $7.6  million  in  tooling  costs] 
is  the  furthest  thing  from  my  mind.  I 
still  say  we'll  sell  1,000  jets  in  ten 
years.  We'll  sell  40  or  50  in  calendar 
1972,  do  even  better  in  fiscal  1973 
and  hit  our  stride  in  fiscal  1974.  You 
watch  and  see." 

It's  just  that  brand  of  relentless  op- 
timism and  salesmanship  that  the  vet- 
eran chief  executive  used  to  propel 
Cessna  into  leadership  of  the  half- 
billion-dollar  general  aviation  industry. 
Today  Cessna  has  more  dealers,  sells 
more  planes  and  makes  more  money 
than  its  two  chief  competitors  (Beech 
and  Piper)  combined. 

But  positive  thinking  can  blind  as 
well  as  inspire.  Wallace,  for  instance, 
wasted  ten  years  trying  to  sell  heli- 
copters to  a  disinterested  public  be- 
fore quitting  with  a  loss  early  in  the 
Sixties.  And  now,  six  months  after  the 
jet's  first  demonstration  flight,  Wallace 
appears  to  have  sold  only  15  of  his 
Citations,  including  four  purchases  by 
Citation  subcontractors.  So  far,  color 
the  $695,000  plane  jet  red. 

"I'm  not  losing  any  sleep  over  it," 
says  Wallace  in  his  soft-spoken  but 
persistent  manner.  "Are  you  with  me?" 

Such  a  response  is  completely  in 
character.  As  a  kid,  he  flew  in  air- 
planes  hand-built   by   friends   of   his 


uncle  Clyde  Cessna  without  ever 
dreaming  that  one  of  the  flimsy  can- 
vas wings  might  blow  away.  A  few 
years  later  in  the  depths  of  the  De- 
pression, Wallace,  then  22,  talked  his 
uncle  into  reopening  the  Wichita  air- 
craft factory— and  then,  after  his 
uncle  retired,  helped  keep  it  open  by 
winning  prize  money  in  flying  contests. 
What's  more,  he  secured  a  big  army 
contract  in  the  Forties  when  Cessna's 
cash  balance  was  down  to  $5.  Wal- 
lace has  never  doubted  himself,  nor  his 
aircraft,  and  the  60-year-old  aviation 
evangelist  isn't  about  to  start  now. 

Trapped  by  Success 

At  first  glance,  Cessna,  which  makes 
44  different  planes,  commanding  53% 
of  the  light-plane  market,  hardly  seems 
dependent  on  any  one  model— even 
one  that  cost  $35  miUion  to  develop 
over  the  last  four  years.  True,  last 
year's  sales  and  earnings  were  40%  to 
50%  below  Cessna's  1969  highs.  But 
this  year,  with  100  new  dealers  com- 
ing aboard,  the  company  will  rebound 
by  25%,  to  earn  roughly  $9  million 
on  sales  of  $200  million. 

But  its  very  strength— its  broad  mar- 
ket coverage— is  at  the  heart  of  Cess- 
na's problem.  What  does  it  do  for  an 
encore?  "Frankly,"  says  Senior  Vice 
President  Robert  Lair,  "we've  about 
covered  the  field.  We're  having  trou- 
ble seeing  where  new  light  planes 
might  fit  in."  Since  Cessna's  other 
manufacturing  divisions,  such  as 
planes  for  the  military  and  hydraulic 
systems  for  farm  machinery,  are  rather 
lackluster,  that  leaves  the  jet,  from 
which  Cessna  is  counting  on  a  total 
of  more  than  $700  million  in  profit- 
able sales  by  1982. 

Wallace  aimed  the  Citation  at  a 
market  gap  between  the  big  turbo- 
props,  such  as  the  $650,000  Mitsu- 
bishi MU-2J  model,  and  the  smallest 
bizjets.  It  was  to  be  a  sort  of  flying 
Ford    Mustang— that   would   grab   oft 

What  A  Way  To  Go.  Some  of  the  first 
executive  jets  rivaled  Lucius  Beebe's 
lush  railroad  car.  (That's  the  famed 
author  and  bon  vivant  standing  amid 
the  brocade  tapestries.)  Today,  with 
such  notable  exceptions  as  hlugh  Hef- 
ner's DC-9  Big  Bunny,  business  jets 
with  chandeliers  have  gone  the  way 
of  Beebe's  private  car.  They  have 
been  replaced  by  planes  like  Cessna's 
new  Citation  (right)  which  offer 
nothing  more  opulent  than  a  coffee 
bar  and  a   very  cramped  commode. 


25%  of  the  big-business  airplane  mar- 
ket, or  100  units  a  year. 

Wallace,  however,  seems  to  have 
missed  the  mark  on  several  counts. 
First,,  rather  than  filling  a  gap,  the 
fiva-seat  Citation  is  in  a  market 
squeeze.  It  somewhat  outperforms 
Mitsubishi  Aircraft's  MU-2  turbo- 
props,  but  offers  less  range,  two  to 
four  fewer  passenger  seats  and  a 
$45,000  higher  price  tag.  The  Gates 
Learjet  models  do  cost  $160,000  more 
than  Citations,  but  they  caiTy  up  to 
eight  passengers  much  farther  and 
faster.  Since  last  October,  while  Cess- 
na sold  roughly  15  jets*,  Mitsubishi 
sold  29  new  MU-2s  and  Learjet  sold 
22  jets.  What's  more.  Beech  Air- 
craft's $644,000  King  Air  turboprop, 
which  is  competing  with  the  MU-2, 
captured  at  least  six  sales  a  month. 

Also,  Cessna  apparently  assumed 
the  Federal  Aviation  Administration 
would  break  precedent  and  allow  its 
uncomplicated  jet  to  be  flown  by  one 
pilot,  rather  than  the  two  required  on 
all  other  business  jets.  That  could 
have  permitted  upwards  of  $20,000 
in  annual  savings  in  pilot  salaries  to  a 
thrifty  buyer.  But  the  FAA  turned 
thumbs  down,  and  Cessna  lost  sales. 

Perhaps  most  important,  the  jet 
has  fractured  the  company's  highly 
regarded  dealer  network.  Several  of 
Cessna's  own  dealers  are  talking  pros- 
pects out  of  Citations  and  into  com- 
peting planes.  Why?  For  money. 
Competitors  offer  5%  finder's  fees; 
Cessna  doesn't  pay  a  cent.  Instead  of 

'Among  the  first  buyers:  Levitz  Furniture,  Pabst 
Brewing,  the  Mexican  government  (three),  Germany's 
Krupp  empire  (two),  and  the  subcontractors,  including 
Pratt  &  Whitney  of  Canada,  Bendix  and  American 
Airlines,  which  is  training  crews. 
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relying  on  its  dealers,  Cessna  has  cre- 
ated a  special  80-man  marketing  team 
(reported  annual  salaries:  $800,000) 
to  sell  the  jet  directly  to  big  business. 
And  it's  building  three  million-dollar 
centers  to  service  the  jets. 

Going  factory -direct  was  a  tough 
decision  for  Wallace,  who  calls  his 
dealers  "our  greatest  single  asset." 
But  he  made  it  despite  the  dealer 
protests.  An  angry  Bill  Maderis  of 
Charlotte,  N.C.,  one  of  the  longtime 
dealers  who  have  steered  customers 
to  competing  jets,  says:  "We  dealers 
made  Cessna,  and  now  the  company 
hits  us  in  the  face.  I'll  be  damned  if 
I'll  help  'em.  When  we  get  a  pros- 
pect for  a  Citation  we  try  to  sell  them 
anything  else— a  Lear,  an  MU-2  or  any- 
thing. We  tell  him  the  Citation  is  new 
and  unproven." 

Changing  Course 

The  Citation  helped  prompt  Cess- 
na to  make  other  uncharacteristic 
moves.  Last  summer  Wallace  in- 
troduced a  leasing  program  that 
leaves  some  conser\'ative  airmen  winc- 
ing. Upon  posting  a  $50,000  re- 
fundable deposit,  a  customer  can 
lease  a  Citation  for  from  six  months 
to  sL\  years.  Cessna  immediately  books 
the  contract's  full  face  value  and  at- 
tendant profit  as  if  the  plane  were 
sold  for  keeps.  The  company  is  gam- 
bling that  after  a  businessman  tries 
its  jet,  he'll  never  give  it  back.  That's 
risky.  Cessna  could  get  stuck  with  a 
glut  of  used  planes  in  a  few  years, 
just  as  Mitsubishi  did  when  it  leased 
planes  en  masse  in  1966  and  1967.  The 
move  after  that  could  be  write-offs. 

"Even  with  the  whoopsey,  doopsey 
leases,"  says  aircraft  broker  Joseph 
Barta  of  White  Plains,  N.Y.,  "the 
Citation  so  far  isn't  matching  the  com- 
petition's sales.  The  plane  itself  doesn't 
seem  to  be  what  the  market  wants." 
If  Barta  is  right,  Cessna  is  headed 
for  continued  rough  weather.  Cess- 
na President  Del  Roskam,  while  pre- 
dicting 40  or  50  sales  this  calendar 
.year,  claims  that  that  would  make 
the  Citation  the  best-selling  bizjet. 
But  so  what?  Fifty  sales  isn't  enough. 
Cessna  geared  up  to  produce  eight 
jets  a  month,  but  so  far  it  is  making 
only  four  and  selling  less  than  three. 
Sooner  or  later,  something  has  to  give. 

Wallace  has  heard  these  same 
doubts,  listened  to  the  same  criticisms 
and  added  up  the  same  numbers.  But 
he,  of  course,  still  has  the  same  op- 
timism that  helped  build  Cessna:  "I 
believe  in  this  plane.  It'll  sell  itself.  Are 
you  with  me?"  All  he  needs  is  a  scarf 
around  his  neck  and  the  Red  Baron 
in  his  sights.  Trouble  is  the  longer 
sales  stay  down,  the  more  he  sounds 
like  an  old-time  Wichita  barnstormer 
flying  by  the  seat  of  his  pants.  ■ 


This  announcement  appears  as  a  matter  of  record. 


$50,000,000 


Qbc 


American  Broadcasting 
Companies,  Inc. 

7%  Subordinated  Notes 
due  January  1,  1992 


with  Warrants  to  purchase 
416,666  Common  Shares 
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was  negotiated  by  the  undersigned. 


Lehman  Brothers 
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Narrowing  the  Generation  Gap 

You'd  never  call  Sherwin-Williams  a  mod  company,  but 
there's  no  doubt  that  it's  starting  to  move  with  the  times. 


Walter  O.  Si'knceh  from  Kenosha, 
Wis.,  who  got  the  top  spot  at  Cleve- 
land's paint-makinR  Slierwin-Williams 
Co.  just  before  Christmas,  has  let  his 
sideburns  grow.  They  used  to  be 
nipped  off  above  the  ear.  Now  they 
flow  right  on  down  to  the  lobe  end. 

It's  all  sort  of  symbolic.  The  old 
lady  of  the  paint  business  seems  to  be 
moving  into  the  modern  era.  Sherwin- 
Williams'  recent  track  record  has  been 
none  too  swift:  no  growth  in  earnings 
for  over  a  decade  even  though  sales 
doubled  to  $554  million  last  year.  A 
very  poor  return  on  equity  of  around 
8%  in  recent  years,  1%  in  1971.  Not  a 
drop  of  debt  until  1967.  A  slock  sell- 
ing only  a  shade  above  book  value. 
This  in  the  midst  of  the  greatest 
home-building  boom  on  record. 

And,  yet,  what  a  distribution  net- 
work the  company  has:  1,847  branch 
stores  and  279  leased  departments  all 
across  the  country.  Selling  nothing 
much  but  paint  for  so  many  years. 

Sideburn   Signa/ 

Now  there  is  solid  evidence  that  all 
the  changes— and  the  sideburns,  con- 
scious or  unconscious— are  a  statement 
of  business  intent.  Walt  Spencer  talks 
in  a  methodical  monotone,  pausing 
between  sentences,  picking  his  words 
carefully.  "We  think  the  strongest  part 
of  Sherwin-Williams  is  the  1,800  odd 
company-owned  outlets  out  there,"  he 
says.  "1  think  that  we  are  taking  ad- 
vantage of  the  situation  to  strengthen 
considerably  our  merchandising  pro- 
gi'am."  True  enough.  Sherwin-Wil- 
liams has  started  turning  most  of  its 
center  city  branches  into  big  whole- 
sale outlets  that  sell  carjieting,  drap- 
eries and  wallpaper— along  with  paint 
—mainly  to  paint  contractors  han- 
dling an  entire  motel  or  apartment 
building.  In  three  years  it  has  al- 
ready got  ten  of  these.  Then  two  years 
ago  it  started  ojxMung  up  specialty 
branches  that  focus  on  automotive  re- 
finishing,  a  new  area  for  Sherwin-Wil- 
liams; there  are  already  50  of  them 
and  they  are  the  fastest-growing  part 
of  the  business.  Then  in  December 
Sherwin-Williams  oix'iied  up  its  first 
carpel  distribution  center  in  Memphis. 
Spencer  says  he's  seriously  thinking 
of  getting  into  the  manufacture  of 
carpeting. 

"Just  this  fiscal  year  we  will  re- 
model, lelocate  or  expand  about  300 
br.mches  and  we  will  establish  some- 
where in  the  area  of  40  new  ones," 
says  he.  "Il's  going  to  be  our  largest 
expendili<">   tl>i-    year,  as  it  was  last 


year.  Whereas  in  the  previous  four 
years  the  largest  expenditures  were 
for  factories  and  warehouses." 

Question:  Isn't  Sherwin-Williams 
hurt  because  its  paint  is  high  priced? 
Paint,  after  all,  is  still  about  77%  of 
the  business.  "This  has  been  in  the 
past  a  deliberate  policy  that  is  chang- 
ing," Spencer  replies.  "With  the  popula- 
tion being  younger  and  more  mobile 
and  with  a  lot  more  renters— why,  a 
growing  number  of  consumers  are  not 
going  to  go  out  and  spend  $10  a  gal- 
lon for  paint.  So  we're  going  now  into 
our  stores  with  what  we  call  mul- 
tiple-line selling— [pause]— we've  got 
the  best  paint  you  can  buy  for  $10, 
and  soon  we'll  also  have  the  best 
paint  you  can  buy  for  $6  and  the  best 
paint  you  can  buy  for  $4.  In  fact, 
we've  just  gone  national  with  it." 

Not  only  that,  Spencer  says,  but 
Sherwin-Williams  might  start  ped- 
dling its  paint  overseas  on  a  compa- 
ny-owned outlet  basis. 

Can  Sherwin-Williams  handle  all  this 
with  that  old-fashioned  functional  or- 
ganization? And  wliat  about  that  ul- 
traconservalive  finance  team?  After 
all,  all  tliis  is  going  to  cost  money. 

Well,  it  turns  out  thai  last  \  ear— after 
pondering  the  matter  for  four  years— 
Sherwin-Williams  finally  decentralized 
into  five  profit  centers,  added  its  first 
formal    planning    function    and    over- 


Siffing  on  lis  assets,  sfodgy  Sher- 
v/in-Williams  saw  ifs  earnings  go 
nowhere  in  over  a  decade.  But 
now,  with  lis  organizational 
structure  modernized,  President 
Walter  Spencer  is  overhauling 
S-W's  extensive  distribution  net- 
work and  entering  related  fields. 


hauled   its   finance   office   completely. 

"Our  inventory  control  has  im- 
proved substantially,"  says  Spencer. 
"Our  turnover  has  gone  up  from  about 
4  to  5/2  times  inventory,  which  has 
obviously  released  a  lot  of  cash.  We 
don't  have  any  more  cash  on  hand  to- 
day than  we  did  a  few  years  ago 
when  oin-  sales  were  $150  million  less." 

What  about  that  chemical  division? 
Things  have  been  getting  steadily 
worse  there.  Sherwin-Williams  lost 
$2.2  million  before  taxes  in  chemi- 
cals in  1970  and  another  $4.5  mil- 
lion pretax  last  year.  That  on  about 
$50  million  in  sales. 

"We're  struggling,"  says  Spencer. 
"We're  fairly  heavily  into  pigments 
and  inks  for  the  graphic  arts  busi- 
ness, which  has  had  its  own  private 
little  recession  for  about  two  years 
now.  And  there  has  been  some  pretty 
stiff  competition  from  the  Japanese  in 
our  chemical  intermediates,  which  we 
sell  to  petroleum  and  rubber  compa- 
nies. It's  going  to  take  us  some  time 
to  turn  it  around  by  moving  more  to- 
wards the  specialty  t\'pe  of  business." 

A  lot  of  first  steps  in  the  right  direc- 
tion. Nothing  drastic.  Cradually.  De- 
spite the  sideburns,  Walt  Spencer  still 
wears  white  shirts  and  those  narrow 
ties.  But  the  way  things  are  going,  may- 
be next  year  he'll  be  sporting  a  loud 
striped  shirt  and  a  big,  fat  necktie!  ■ 
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Faces  Behind  the  Figures 


The  Pity  of  It 

Howard  Johnson  gets  depressed 
when  he  reads  the  stock  market 
quotations. 

Not  because  he's  poor;  In  just 
the  last  18  months  his  personal  nefr 
worth  rose  from  $12  million  to  $44 
million  or  more.  Not  because  his 
company's  stock  has  been  weak;  it 
recently  sold  51%  points  (58%) 
above  its  pre-1970  high.  A  boyish 
39,  Howard  Johnson  could  easily 
pass  for  30.  Since  1959  he  has  been 
president  of  a  solid  ($130-million- 
assets)  company  whose  1971  earn- 
ings of  S15.2  million  on  S300  mil- 
lion sales  were  almost  triple  1961 
levels.  Nor  does  he  fear  for  his  job 
—not  owning  9%  of  the  stock,  and 
with  his  family  holding  13%  more. 

Why,  then,  do  the  financial 
pages  depress  him?  Because  he 
feels  his  stock  sells  at  too  low  a 
multiple  vs.  that  of  other  success- 
ful competitors.  Says  he:  "There's 
no  reason  why  we  should  sell  at 
30  times  earnings  and  some  of  these 
others  at  60  times." 

The  fact  is  that  companies  like 
Marriott,  .McDonald's,  Denny's  and 
Host  International  with  higher  mul- 
tiples have  also  generally  topped 
Howard  Johnson  in  sales  and  earn- 
ings growth,  profit  margins  and 
return  on  e<juity.  Some  were  small- 
er to  start  with,  which  helped  them 
show  more  rapid  percentage 
growth,  but  growth  is  growth  as 
far  as  the  stock  market  is  concerned. 

Could  the  trouble  be  that  after 
the   1964   retirement   of   Howard's 


dad  (he  is  now  living  in  New  York 
Cit\),  net  income  didn't  budge 
from  the  $9-million  mark  until 
1970?  Meanwhile,  the  competition 
was  expanding  furiously. 

"We  had  our  eye  on  a  different 
ball,"  explains  Johnson.  "We  were 
thinking  about  getting  the  right 
people  in  the  right  jobs.  Of  the 
25  officers  we  have  today,  I  think 
18  are  new  since  1964." 

But  he  sometimes  also  thought 
about  growth— witness  the  ill-fated 
launching  of  Hojo  Junctions  as  a 
bid  for  the  fast-food  trade.  ("You 
know,"  Johnson  says  now,  "any- 
body who  tries  to  sell  cheap  food 
is  going  to  run  into  McDonald's 
and  sufler.  They're  so  well  run.") 
And  he  fared  little  better  with  his 
Red  Coach  Grill  chain  or  with 
foods  sold  in  supermarkets. 

Then,  in  January  of  1970,  he 
hired  a  hard-nosed  finance  man 
from  Montgomery  Ward  named 
Daniel  R.  Shaughnessy.  Shaughnes- 
sy  sacked  200  people  in  the  finance 
department  and  fed  their  work  to 
the  computer.  Then  he  aimed  his 
computer  at  the  871  Howard  John- 
son restaurants  and  441  motels.  Re- 
sult: 2,000  more  pink  slips,  and  a 
68%  jump  in  profits  since  1969  on 
an  1 1%  sales  gain. 

"This  is  going  to  be  the  most  ex- 
citing period  in  the  company's  his- 
tory," says  Johnson,  who  plans  to 
step  up  the  buying  of  franchised 
restaurants  and  motels  and  triple 
the  building  of  new  facilities. 

Can  Howard  Johnson  sustain  its 
current  earnings  surge?  Payroll  cuts 


Johnson  of  Howard  Johnson 

must  come  to  an  end,  and  Johnson 
clearly  does  not  plan  to  spend  as 
aggressively  on  expansion  as  most 
of  the  competition.  The  company 
has  almost  no  debt,  a  3.8-to-l  cur- 
rent ratio  and  a  preference  for  ex- 
pensive leases  instead  of  mortgages. 
"One  thing  Dad  impressed  upon  me 
was  the  need  for  staying  in  sound 
financial  shape,"  says  Johnson.  The 
question  is:  Can  the  company  get 
the  kind  of  growth  its  rivals  get 
without  giving  up  some  of  its  cau- 
tious habits?  ■ 


Les  Hot  Dogs  Franqais 

Devotees  of  French  gastronomy 
may  be  pardoned  for  eyeing 
Jacques  Borel  apprehensively.  Bo- 
rel,  a  44-year-old  former  IBM  com- 
puter salesman,  heads  a  $40-million 
(sales)  catering  company  which 
he  claims  he  will  build  into  a  bil- 
lion-dollar international  restaurant 
chain.  His  recipe:  scores  of  road- 
side restaurants  along  Europe's 
growing  network  of  expressways. 

A  French  version  of  McDonald's 
or  Howard  Johnson?  Borel  prom- 
ises his  chain  will  be  neither.  On- 
ly the  training  methods  and  finan- 
cial controls  are  being  imported 
from  America,  says  Borel.  Not  the 
standardized  menus. 

Frenchmen  would  not  permit  it, 
says    Borel.    "The    Americans    and 


the  English  have  been  doing  this 
[in  Europe]  and  then  they  are 
surprised  when  they  go  bankrupt." 
Culinary  standards  will  be  set  by 
Frenchmen,  not  American  business 
school  graduates.  "In  France  peo- 
ple are  terrible  about  their  food," 
he  says.  "If  you  can  win  the  game 
here,  you  can  win  anywhere." 

Of  course,  if  Borel  conquers  the 
French  palate,  he  still  has  far  to 
go  to  achieve  his  ambitions  of  a 
European  restaurant  chain.  Ger- 
mans will  want  their  wiener 
schnitzel,  Spaniards  their  paella, 
and  English  their  steak  and  kidney 
pie.  Even  within  a  country  there 
will  be  problems.  In  Italy,  says  Bo- 
rel, "The  cooking  of  pasta  changes 
completely  in  the  space  of  30 
miles.  If  you  offer  the  Bolognese 
Napoli-style  pasta,  you're  dead."  ■ 


Borel  of  Borel 
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Faces  Behind  the  Figures 


Trading  on  SEX 

About  tlie  last  thing  this  country 
would  seem  to  need  is  a  new  stock 
exchange.  Nevertheless,  some  time 
this  month,  Joseph  F.  Reilly,  a 
former  chairman  of  the  American 
Stock  Exchange,  and  22  other  law- 
yers, accountants,  brokers  and  busi- 
nessmen will  ask  the  Securities  & 
Exchange  Commission  to  okay  an- 
other one.  Its  name:  the  South- 
eastern Stock  Exchange.  The  loca- 
tion: Miami. 

What,  besides  a  nice  warm  place 
to  visit  on  an  expense  account  dur- 
ing the  blizzard  months,  can  the 
Southeastern  Exchange  offer?  Like 
other  regionals  it  plans  later  trad- 
ing hours,  lower  commission  rates 
and  easier  access  to  institutions. 

But  the  group's  main  quarry  is 
two  growing  sources  of  funds.  One 
is  the  steadily  increasing  flow  of 
Latin  American  capital  that  is  pour- 
ing into  the  Miami  area  at  a  rate  of 
$100  million  a  year  and  shaping 
the  city  into  a  major  international 
business  center  (Forbes,  Feh.  15). 


The  other  is  the  Southeast's  swell- 
ing private  money.  From  1965  to 
1970,  tlie  per  capita  number  of 
shareholders  in  the  South  Atlantic 
area— from  Maryland  down  through 
Florida— has  spurted  from  8.8%  to 
14.3%,  one  of  the  fastest  growths  in 
the  U.S.  Today  1.2  million  Florida 
residents  own  stocks,  18.1%  of  the 
population  compared  to  a  national 
average  of  15.1%. 

SEC  approval  seems  likely. 
"Frankly,  the  law  of  1934  is  pretty 
explicit,"  says  SEC  Chauman  Wil- 
liam J.  Casey.  "If  we  are  satisfied 
that  they  can  comply  with  the  reg- 
ulations and,  most  importantly,  as- 
sure fail-  dealing  and  protect  their 
investors,  then  we  don't  have  much 
discretion  about  whether  or  not  to 
approve  it." 

To  get  the  exchange  rolling,  100 
seats  will  be  sold  for  $5,000  each, 
raising  $500,000.  For  openers  it 
will  handle  only  local  securities, 
presently  traded  over  the  counter. 
Later  it  is  certain  to  start  compet- 
ing with  the  New  York  Stock  Ex- 
change. "The  SEC  asked  us  not  to 


Broker  Reilly 


start  by  looking  for  dual  listings, 
and  we  haven't,"  says  Reilly,  who 
will  draft  the  rules  and  design  the 
floor  procedures  for  the  exchange. 
"But  do  you  think  that  Florida 
Power  &  Light  or  Southern  Bell 
won't  list  down  here?"  ■ 


The  Comeback  Kid 

About  two  years  ago  Harry  Combs 
passed  up  a  chance  to  buy  out  the 
Gates  Rubber  Co.'s  control  of  Gates 
Learjet,  the  top  bizjet  maker  {see 
story  on  runner-up  Cessna,  p.  50). 
It  would  have  been  a  natural. 
Combs,  a  wealthy  Denver  plane 
dealer,  was  close  to  Learjet.  It  was 
he  who  told  Gates  Rubber's 
Charlie  Gates  that  inventor  Bill 
Lear  wanted  to  sell  his  63%  hold- 
ing. Then,  after  the  1967  take- 
over, as  a  favor  to  his  close  friend 
Gates,  Combs  went  to  work  for 
Learjet  part  time. 

Learjet  had  serious  problems. 
Its  dealers  were  cutting  their 
pi  ices— and  each  others'  throats. 
Combs  put  an  end  to  that  by  dis- 
banding Learjet's  faltering  dealer 
network  and  setting  up  a  factory- 
direct  sales  team  that  enabled  the 
company  to  capture  25%  of  the 
Imsiness  jet  market. 

That  accomplished,  he  retired 
at  age  55.  Unlike  other  business- 
men. Combs  found  happiness  in 
early  retirement,  a  level  of  piuga- 
tory  usually  reserved  for  incompe- 
tents and  clillctantes:  "I  could  have 
bought  Learjet,  but  I  have  all  the 
money  I  need.  Anx'way,  I  was  happy 
on    my   6,000-acre   ranch— writing. 


riding  and  heading  Colorado's  wild- 
life commission." 

But  today,  at  59,  Combs  has 
little  time  for  riding  in  the  Rockies. 
Last  October  Gates  hired  him  to  run 
Wichita-based  Learjet,  which  was 
in  trouble  largely  because  its  ster- 
eo-tape division  was  wiping  out  its 
jet  profits.  Gates  eased  the  way  by 
absorbing  the  stereo  division  into 
his  privately  owned  rubber  compa- 
ny. "Now,"  says  Combs,  "we  are 
only   doing   what   we    always    did 


well.  We  make  jets,  and  we  sell 
'em."  This  fiscal  year,  ending  in 
April,  Learjet  will  get  back  in  the 
black  by  selling  around  40  jets, 
up  from  23  last  year. 

But  why  is  Combs  working  for 
a  company  he  almost  bought? 
"Some  Learjet  people  came  and 
asked  for  my  help.  When  I  looked 
at  the  company  for  them,  it  was 
like  watching  a  tot  walk  across  the 
highway.  I  couldn't  sit  back  and 
watch  it  get  hit."  ■ 


Combs  of  Gates  Learjef 
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Woodbery  of  Havatampa  Cigar 


The  Nation's  Worst-Paid  CEO 

There  he  sits  in  his  office  bullpen 
in  his  cigar  factory  that's  a  fire- 
trap;  it's  50  years  old  and  the  word 
is  there's  "a  fire  a  week."  He's  wear- 
ing a  lO-gallon  hat  or  niayhe  an- 
other from  his  collection,  puffing  on 
a  cigar  and  uuuiching  candy.  Every 
now  and  then  he  takes  off  the  hat 
to  smooth  out  his  snow-white  hair. 
He's  surrounded  by  photographs  of 
his  family.  He  has  a  lot  of  family, 
even  great-grandchildren.  And 
that's  understandable.  He's  79. 

D.H.  Woodbery  has  been  with 
his  company,  Tampa's  Havatampa 
Cigar  Corp.,  for  62  years,  25  as 
president.  He  may  or  may  not  be 
the  oldest  chief  executive  officer  in 
the  U.S.  or  the  one  with  the  longest 
tenure,  but  he's  almost  certainly 
the  worst  paid.  Havatampa  had 
sales  last  year  of  $393.4  million.  It 
earned  $3.8  million  after  taxes, 
$1.35  a  share.  For  running  it  and 
serving  as  treasurer  as  well,  Wood- 
bery was  paid  $15,000,  a  good 
deal  less  than  many  a  truck  driver. 

He  could  have  gotten  more.  As 
the  largest  shareholder  in  the  co'm- 
pany  (with  13%),  he  could  have 
given  himself  a  raise.  He  wouldn't 


think  of  doing  so.  He  doesn't  need 
it.  Quite  aside  from  the  dividends 
and  the  royalties  he  receives  from 
Havatampa,  "I  have  investments  on 
the  outside,"  he  says.  He  adds: 
"Actually,  I  haven't  given  too 
much  attention  to  my  finances. 
When  I  started  with  the  company,  1 
borrowed  a  dollar  from  my  broth- 
er. Poor  fellow  died  a  couple  of 
'years  back  with  my  still  owing  him 
the  dollar." 

Woodlxiry  is  a  bit  hard-of-hear- 
ing,  and  he  speaks  in  the  measured 
tones  of  a  man  of  his  age,  but  he's 
still  vigorous;  he  gets  to  work  be- 
fore eight  every  morning  and  puts 
in  a  full  day.  And  his  mind  is  just 
as  .sharp  as  ever.  He  runs  his  com- 
pany down  to  even  the  smallest 
detail.  One  of  his  assistants  recently 
was  asked,  "Have  you  thought  of  a 
successor?  What  will  you  do  when 
he  dies?"  His  reply:  "We'll  think 
about  it  if  and  when  he  begins  to 
slow  up." 

His  predecessor  as  president,  Eli 
Witt,  was  as  rare  a  bird  as  Wood- 
bery. Witt  started  his  career  sell- 
ing cigars  in  a  drugstore.  He  met 
Woodbery  in  1910  and,  together 
with  the  late  W.L.  Van  Dyke,  they 
acquired  the  Havatampa  cigar  fac- 


tory in  1918.  Witt  came  down  with 
tuberculosis.  He  lost  one  lung  and 
the  use  of  about  one-third  of  the 
other.  For  years  he  ruled  the  com- 
pany from  a  sickbed. 

Nowadays,  cigar  manufacture 
accounts  for  only  a  small  part  of 
Havatampa's  earnings  and  none  of 
its  growth.  Wholesaling  is  the  com- 
pany's main  business,  from  tobacco 
products  to  Coca-Cola  syrup. 
Woodbery  has  won  such  customers 
as  Winn-Dixie,  Kroger  and  Wal- 
green. "The  big  chains  have  found 
out  that  a  good  distributor  can  give 
them  better  and  cheaper  .service 
than  if  they  bought,  warehoused 
and  delivered  the  merchandise 
themselves,"  he  says.  The  result: 
He  has  run  up  Havatampa's  sales 
by  35%  in  the  past  four  years, 
earnings  by  50%. 

Who'll  succeed  him?  Nobody  at 
Havatampa  likes  to  discuss  that 
question,  but,  of  course,  he  can't 
last  forever.  In  all  probability,  it 
will  be  W.L.  Van  Dyke,  son  of  the 
W.L.  Van  Dyke  who  joined  with 
Witt  and  Woodbeiy  in  buying  the 
Havatampa  factory.  The  Van  Dykes 
are  the  company's  second  largest 
stockholders,  and  Van  Dyke  is  only 
a  stripling  of  49.   ■ 
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HeyAitkin-Kynett! 

Some  of  the  most  important  executives  you  know  run  these  companies: 

AMP  Inc.  Fram  Corp. 

Acme  Markets,  Inc.  International  Telepbone  &  Telegraph  Corp. 

Alan  Wood  Steel  Co.  (Howard  W.  Sams,  Inc.) 

The  Budd  Co.  P.  R.  Mallory  &  Co. 

Dana  Corp.  Pennwalt  Corp. 

Eltra  Corp.  (S.  S.  White  Co.) 

(C  &  D  Batteries  Pennzoil  United,  Inc. 
The  Prestolite  Co.)  (Wolf's  Head  Oil  Refining  Co.) 

Emhart  Corp.  Raybestos-Manhattan,  Inc. 

(Hill  Refrigeration)  (Grey-Rock  Div.) 

FMC  Corp.  Rorer-Amchem,  Inc. 

(American  Viscose  Div.)  Scott  Paper  Co. 
Ford  Motor  Co. 

(Philco-Ford  Corp.) 

And  what  do  they  read  most?  Here's  what  they  told  Erdos  and  Morgan:* 

QUESTION  1:  Please  check  below  those  magazines  you  read  regularly  (at  least  3  out  of  4 
issues). 


QUESTION  2: 


Magazine 

No. 

% 

FORBES 

156 

74.6 

Business  Week 

121 

57.9 

Fortune 

121 

57.9 

Time 

100 

47.8 

Newsweek 

73 

34.9 

U.S.  News  &  World  Report 

68 

32.5 

None  specified 

4 

1.9 

If  you  have  checked  more  than  two  of  the  above 

magazines,  which  two 

read  most  thoroughly? 

FORBES 

91 

43.5 

Business  Week 

78 

37.3 

Time 

66 

31.6 

Fortune 

54 

25.8 

Newsweek 

33 

15.8 

U.S.  News  &  World  Report 

31 

14.8 

Not  stated 

17 

8.1 

Now  it's  likely  that  all  the  officers  of  these  important  Aitkin-Kynett  clients  receive  all  six  of 

these  magazines  regularly.  But  it's  what  they  read  that  matters— not  what  they  get. 

So  if,  on  behalf  of  your  clients,  you  want  to  know  the  most  economical  and  best  way  to  reach 

top  executives,  don't  you  think  a  survey  of  the  reading  habits  of  the  top  men  among  your  top 

clients  constitutes  a  convincing  assortment? 

Forbes  readers  don't  just  own  American  business. 

They  run  it.  Forbes:  capitalist  tool 

*Seven  out  of  ten  corporate  officers  in  these  companies  responded  to  a  two-question  survey  conducted  during  December 
1971  and  January  1972  by  the  independent  research  firm  of  Erdos  and  Morgan,  Inc.  The  study  included  ail  Aitkin-Kynett 
clients  (or  their  parents)  reporting  annual  revenues  of  $100,000,000  or  more  (excluding  banks  and  insurance  companies). 
Of  a  net  mailing  to  303  corporate  officers  (including  all  chairmen,  presidents,  vice-presidents,  secretaries,  treasurers  and 
comptrollers),  209  or  69.0%  responded. 


The  Funds 


Sit-ting  Pretty? 

"We're  so  goddam  pure  that  we're 
Victorian,"  quips  Investors  Diversi- 
fied Ser\ices'  new  boss,  President 
Charles  Orem.  He's  proud  the  old 
gal  has  lasted  78  years  and  has 
built  up  a  crack  sales  force  that 
has  created  the  world's  largest 
mutual  fund.  Investors  Mutual 
Fvmd  ($2.8  billion  assets),  the 
world's  largest  common  stock  fund, 
Investors  Stock  Fund  (S2.6  billion 
assets),  and  SI -billion-assets  Inves- 
tors Variable  Pa\  ments  Fund. 

As  an  outsider  with  a  fresh  point 
of  view,  President  Orem  has  to 
see  that  IDS'  product  line  isn't  out 
of  step  with  the  times.  So,  in  ad- 
dition to  its  giant  funds  (and  $43- 
million  assets  Investors  Selective 
Fund),  he  is  putting  new  emphasis 
on  three  smaller,  high-risk  funds 
his  salesmen  can  sell  to  those  who 
want  newer  concepts:  the  IDS 
New  Dimensions  Fund,  investing 
in  emerging  and  growth  companies 
($187  million  assets);  the  IDS 
Progressive  Fund  ($230  million), 
a  high-risk  trading  fund;  and  the 
newly  established  IDS  Growth 
Fund,  a  12/'2-year  spread  load,  con- 
tractual plan  aimed  at  in\esting  in 


Sit  of  IDS 


small-  to  mediimi-sized  companies. 

To  manage  these  high-risk  funds, 
IDS  has  turned  to  one  man,  a  sur- 
prising choice  for  the  conservative, 
Minneapolis-based  money  manag- 
er. He  is  Canton,  China-born  Eu- 
gene C.  Sit,  a  33-year-old  Chinese- 
American.  Sit  came  to  IDS  just 
four  years  ago  as  assistant  port- 
folio manager  of  the  consei'vative 
old  Investors  Stock  Fund,  after  a 
stint  at  Chicago's  Commonwealth 
Edison,  helping  to  manage  its  giant 
pension  fund. 

A  year  later  Sit  was  promoted 
to  the  portfolio  managership  of  the 
high-risk  New  Dimensions  Fund,  as 
investor  confidence  was  on  a  to- 
boggan ride  down.  "I  matured 
fast,"  Sit  comments,  shaking  his 
head.  On  top  of  the  market  con- 
ditions, the  fund  was  loaded  with 
letter  stocks  and  hot  new  issues 
that  "had  become  pretty  cold."  In 
1970  he  unloaded  the  cats  and 
dogs  in  the  midst  of  a  bear  market. 
So  in  197 1  New  Dimensions'  net 
asset  value  rose  48%. 

"My  philosophy  of  investment  is 
to  minimize  the  number  of  deci- 
sions I  have  to  make,"  he  says. 
"Basically,  I  like  to  buy  small  com- 
panies and  stick  with  them,  rather 
than  do  a  lot  of  short-term  buy- 
ing and  selling.  Many  managers 
overmanage  a  portfolio  by  chasing 
stocks  that  are  in  vogue." 

Sit's  high-risk  funds  loom  pretty 
large  in  IDS'  expansion  plans,  be- 
cause some  disturbing  things  are 
happening  to  its  old-timers.  Last 
year,  while  the  rest  of  tlie  mutual 
fund  industry  was  enjoying  an  esti- 
mated 13%  increase  in  sales,  IDS' 
fell  some  16%,  as  the  company  re- 
deemed $136  million  more  through 
the  first  nine  months  than  it  sold 
in  new  shares. 

IDS'  two  huge  funds,  Investors 
Mutual  and  Investors  Stock  Fund, 
are  both  over  a  quarter  century 
old.  Many  investors,  their  invest- 
ment goals  satisfied,  are  withdraw- 
ing. Says  Sit:  "We  can  accept  the 
redemptions.  But  our  sales  have 
got  to  increase  and  lately  they 
have  been." 

They  should  be.  Right  now 
growth  stocks  are,  according  to  all 
indexes,  at  an  all-time  high.  Keep- 
ing satisfactory  long-term  perfor- 
mance with  IDS'  three  risky,  young 
funds  will  be  a  great  challenge  for 
Sit.  Still,  whatever  happens,  Presi- 
dent Orem  will  probably  not  label 
Sit's  results  "Victorian."  ■ 


CAN  YOU  PASS 
THIS  FUND  QUIZ? 

1.  How  can  risk  of  loss  be  reduced  when 
you  invest  In  Mutual  Funds? 

2.  For  Income,  Performance  in  UP  &  DOWN 
markets,  how  do  the  5  TOP  No^Load  com- 
pare with  the  5  TOP  Load  funds? 

3.  WHICH  29  funds  have  performed  well  In 
both  UP  and  DOWN  markets? 

4.  Of  464  funds,  only  8  are  rated  Above- 
Average  for  Growth  —  Income —  Stability 
combined.  Name  the  8. 

5. WHICH  were  the  TOP  PERFORMING 
funds  in  each  year  of  the  past  8  years, 
1964  through  1971? 

If  you  flunk  this  quiz  get  FundScope,  Ihe 
monthly  Mutual  Fund  Magazine  — a  think- 
ing man's  guide  to  mutual  funds.  Money- 
making,  money-saving  answers  to  these  and 
many  more  questions  will  arrive  with  your 
3-month  trial  subscription. 

SPECIAL  BONUS  OFFER 

(new  trial  subscribers  only) 

Send  just  $17  for  a  3-month  trial  subscrip- 
tion to  FundScope.  Includes  FundScope's 
Annual  APRIL  '72  MUTUAL  FUND  GUIDE- 
a  532-page  book  with  all  the  vital  informa- 
tion you  need  on  470  funds.  (THIS  GUIDE 
ALONE  SELLS  FOR  $15.) 

ACT  NOW:  Mail  your  $17  today,  or  if  you 
prefer  the  above  offer  with  a  money-saving 
14-month  subscription,  send  $50.00  (10  day 
returnable  guarantee).  Include  ZIP.  No 
salesman  will  call.  Not  sold  on  stands. 

FundScope,  Dept.  F-29,  Suite  700 
1 900  Ave.  of  the  Stars,  Los  Angeles,  Cal.  90067 


There  are  better 
ways  to  trade 
stocks  than  at 
random. 

One  way  is  to  select  stocks  from 
industries  which  are  outperforming 
your  favorite  market  index — as 
evidenced  by  market  price  action. 
The  lifting  power  of  an  advancing 
group  enhances  traders  demand 
for  each  stock  within  the  industry. 

If  you  are  searching  for  a  better 
way  to  trade  send  for  a  free 
prospectus,  offering  the  new  SMI 
trader's  training  program,  entitled 
A  Better  Way  To  Trade. 


STOCK  MARKET  INSTITUTE  INC. 


808  Busse  Highway,  Depl,     F-278 
I  Chicago  (Park  Ridge),  Illinois  60068  (312)  825-551 1 

I       Please  mail  a  free  copy  of  A  Better  Way  To  Trade. 
I 


ADDRESS 

■  A 

*'^'*o 

CITY 

im 

t 

STATE 

ZIP 

\Ib^ 

J, 
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Our  analysts 

prefer  to  know  more 

about  fewer  stocks 

than  fess  about  more 


If  you  expect  your  stockbroker  to  have  an  opinion  on  every  issue  traded, 
you  would  be  disappointed  in  us. 


We  believe  that  "Less  is  more" — 
Mies  van  der  Rohe's  profound 
summation  of  style  in  architecture 
— holds  also  for  quality  of  invest- 
ment research. 

Obviously,  nobody  buys  "the 
market."  So  we  expect  our  analysts 
to  concentrate  on  those  segments  of 
the  market  that  appear  to  offer  the 
kind  of  values  that  our  clients  want. 
But  over  and  above  that,  we  encour- 
age our  analysts  to  learn  a  little  bit 
more  about  each  company  whose 
stock  we  recommend  than  is  gener- 
ally known  in  the  marketplace. 

How  the  Few  are  Chosen 

While  any  competent  reporter 
can  get  his  questions  answered  by 
management,  a  good  analyst  em- 
ploys other  sources  and  resources. 
He  talks  to  customers  and  suppliers. 
He  may  fly  down  to  Washington  to 
check  the  political  weather.  He  will 
keep  himself  thoroughly  briefed  on 
the  business,  financial  and  economic 
climate.  But  first  and  foremost,  he 
will  bring  to  his  job  a  breadth  of 
background  and  quality  of  judgment 
that  enable  him  to  evaluate  what  he 
hears  and  reads.  Still,  with  all  this, 


an  analyst  won't  know  everything 
about  a  company,  even  if  he  is  very 
good.  That  is  why  we  don't  hesitate 
to  assign  two  or  even  three  senior 
analysts  full  time  to  one  industry 
when  we  feel  our  clients  will 
benefit. 

In  essence,  we  would  prefer  to 
tell  you  more  about  those  stocks  that 
our  analysts  have  researched  in 
depth  than  to  offer  an  opinion  about 
any  number  of  stocks  in  your 
portfolio  that  we  may  not  follow. 

A  Conditional  Invitation 

We  do  not  broadcast  printed 
lists  of  "buy"  recommendations, 
which  we  regard  as  an  impersonal 
and  sterile  form  of  service.  We  would 
rather  try  to  fit  our  analysts'  selec- 
tions to  your  present  holdings  and 
future  needs  directly,  with  the  assist- 
ance of  an  experienced  Oppenheimer 
registered  representative.  Without 
obligation,  of  course. 

If  you  would  like  to  see  whether 
our  concentration  and  thoroughness 
can  yield  the  kind  of  values  you 
want,  we'll  be  glad  to  hear  from  you. 
Please  phone  or  write  Oppenheimer 
Investor  Information  Service. 


Oppenheimer  S  Co. 


■members  new  YORK  STOCK  EXCHANGE,   INC 
ONE  NEW  YORK  PLAZA/NEW  YORK   N  Y    10004/825  40CoL 


The  Forbes  Index 
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Composed  ot  the  rollowing: 
Prodwclk>#i 

•  How  much  are  we  pfOducing'  {Federal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building'  (Dept.  ol 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


DEC 105.6 

JAN 106.8 

FEB.  108.1 

MAR 109.8 

APR.  111.3 

MAY  112.1 

JUNE  112.8 

JULY  113.9 

AUG.  1152 

SEPT 116.2 

OCT.  116.2 

NOV 117.7 

DEC 117.9 

JAN.  (Prei.)     119.1 


service  price  index  related  to  the  consumer 
price  index) 
Incomo 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  fU.  S. 
Depf.  of  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L.  O.  Hooper 


To  Be  Specific  .  .  . 


In  previous  coliunns  I  liave  outlined 
quite  fully  my  thoughts  about  the 
outlook  for  the  economy  and  the  stock 
market  generalK'.  In  this  issue  I  am 
writing  mostly  about  individual  stocks. 
To  make  my  position  clear,  however, 
I  would  like  to  say  that  I  think  the 
stock  market,  as  measured  by  the  DJI, 
is  not  likely  to  go  far  below  900  over 
the  next  few  months,  and  that  there 
is  a  heavy  supply  of  shares  between 
950  and  1000.  It  probably  will  go 
above  1000  some  time  during  the 
next  nine  months,  but  before  that 
it  is  likely  to  fuss  around  awhile.  The 
most-talked  about  subject  for  a  few 
weeks,  or  a  few  months,  will  be  the 
weakness  of  the  dollar  in  relation  to 
some  other  currencies.  Fundamentally, 
the  decline  in  the  status  of  the  dollar 
is  bullish  on  stocks  and  commodities, 
but  psychologically,  from  time  to  time, 
its  influence  may  be  mildly  bearish. 

Norfolk  &  Western  (80),  payiiig 
So  and  earning  about  $10  this  year, 
looks  outstandingly  cheap  for  a  quali- 

Mr.  Hooper  Is  associated  with  the  New  York  Stock 
Exchange  firm  of  WE.  Hutton  &  Co. 


ty  blue  chip.  This  company  has  the 
right  territory,  the  right  type  of  traffic, 
the  right  plant  and  the  right  manage- 
rpent.  The  heavy  emphasis  of  coal 
carried  downhill  and  empty  cars  car- 
ried uphill  enables  it  to  maintain  a 
low  transportation  ratio,  and  the  trans- 
portation ratio  has  been  improving. 
The  only  things  an  investor  could  hold 
against  it  are  that  this  stock  repre- 
sents a  railroad  and  that  it  is  a  blue 
chip:  neither  are  the  most  popular 
stocks  in  this  speculative  market. 

Arvin  Industries  (42)  has  behaved 
beautifully  recently,  partly  in  expec- 
tation of  perhaps  the  best  quarter  in 
history  for  the  period  just  ended.  It 
is  reasonable  to  hope  that  the  $1  divi- 
dend rate  will  be  increased  as  much 
as  Phase  2  controls  will  allow,  since 
earnings  this  year  could  be  $2.40  to 
$2.50  a  share.  What  has  not  been 
discounted  in  this  stock  is  the  com- 
pany's higher  potential  earning  power 
as  a  producer  of  much  more  sophisti- 
cated mufflers  and  exhaust  systems. 
This,  I  have  always  maintained,  is  an 
antipollution  stock,  regardless  of  which 


company  produces  the  catalyst. 

Curtiss-W right  (27)  must  be  re- 
garded as  a  "concept"  stock.  It  is  far 
too  early  to  tell  how  much  the  com- 
pany will  profit  from  royalties  on  the 
Wankel  engine.  We  don't  know  how 
many  Wankels  will  be  built,  or  when. 
C-W's  royalties  per  engine  will  be 
small,  as  the  royalties  must  be  shared 
with  others.  With  the  Class  A  stock 
converted  into  common,  C-W  will  have 
more  than  9  million  shares  issued. 
The  company  eventually  may  develop 
some  earning  power  outside  of  Wan- 
kel. Management's  past  record  is  unin- 
spiring, and  that's  a  kind  statement. 

Federal  National  Mortgage  (23) 
should  earn  a  little  more  in  the  first 
quarter  than  in  the  fomth  quarter  of 
1971.  It  is  understood  that  the  spread 
between  the  cost  of  money  and  what 
money  earns  for  Fanny  Mae  has  been 
widening,  but  that  acquisition  fees 
have  been  slow.  Some  people  have 
worried  about  the  stock  because  in- 
terest rates  have  been  edging  up 
again,  but  that  probably  is  a  minor 
matter  unless  money  really  gets  much 
more  expensive. 

Management  would  no  doubt  like 
to  have  the  $250  million  of  converti- 
ble 4?8S  converted  into  stock;  they  are 
convertible  at  19/8.  My  guess  is  that 
the  stock  would  have  to  go  to  around 
28  or  30  to  make  the  call  a  success 
and  get  all  these  bonds  into  about  12 
million  shares  of  additional  stock.  I 
would  be  inclined  to  buy  the  stock  at 
around  20  to  22,  and  to  take  profits 
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T.  HOWE  PRICE 
GROWTH  STOCK 
m^  FUND,  IMC. 

I.  i»a 

A  MOLOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowo  Price  Growth  Stock  Fund,  Inc. 

One  Charles  Center,  Dept  A6 

Baltimore,  Md.  21201  Phone  (301)  539-1992 


^The 

3avidge 
"und 

A  NO-LOAD 
LEVERAGED  FUND 

■  objective:  capital  growth 

■  no  sales  charge 

■  no  redemption  charge 

■  minimum  investment  $300 
Send  coupon  for  free  prospectus 
and  information. 


THE  DAVIDGE  FUND 

I     1747  Pennsylvania  Ave,  N.W. 
■    Washingion,  D.C.  2()0()6 
Telephone  (202)  223-6(190 


Name 


Address 


Cily 


Slate  Zip    FB-04 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


A 


ABRAHAM&CO. 

Mmittis  N«w  rorli  Sl«li  Eichinjt .  inc. 

and  other  l«iding  Eichan&ts 
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in  the  28  to  30  range,  which  is  equal 
to  112  to  120  for  the  old  stock  before 
the  4-for-l  split.  Over  a  period,  I 
would  expect  this  company's  common 
share  capital  to  be  increased  to  a 
point  where  it  is  more  compatible 
with  the  debt  of  $13.5  billion  or  more. 

General  Development  (29)  looks  a 
little  cheaper  to  me  than  the  other 
land  merchandising  issues.  Earnings 
last  year  were  $2.03  a  share,  and 
should  increase  again  in  1972.  In  my 
opinion  the  two  best  companies  in  the 
land  selling  field  are  McCulloch  Oil 
(34)  and  General  Development.  I 
think  they  have  the  best  sales  organi- 
zations, and  that  their  bookkeeping 
policies  are  sound.  They  also  have 
the  most  experience.  McCulloch  Oil, 
of  course,  has  an  oil  flavor  in  addition 
to  the  land  business.  That  is  one  fac- 
tor that  makes  its  stock  sell  for  more 
than  GDV  while  its  per-share  earn- 
ings are  only  about  half  as  large.  An- 
other factor  in  favor  of  MCO  is  that 
the  company  has  a  larger  land  in- 
ventory, with  all  of  it  in  the  West 
rather  than  in  Florida. 

The  merchandising  of  land  ought 
to  be  about  the  best  business  to  be  in 
when  people  are  seeking  a  hedge 
against  inflation.  Land  should  be  easy 
to  sell,  and  it  is.  I  do  not  like  GAC 
Corp.'s  methods  and  would  not  buy 
or  hold  the  stock.  Horizon  Corp.  (56) 
has  a  lower  price /earnings  ratio  than 
the  others,  with  some  estimates  of 
per-share  earnings  running  as  high  as 
$6,  but  the  company's  accounting  has 
been  controversial. 

Arizona-Colorado  Land  &  Cattle 
(21)  has  some  highly  attractive  land 
in  Colorado  and  the  advantage  of  a 
sales  team  headed  by  ex-General  De- 
velopment people.  Last  year's  earn- 
ings were  a  little  better  than  expected, 
perhaps  because  of  the  success  of  the 
non-Colorado  operations.  Profits  this 
year  could  exceed  a  dollar  a  share. 

Kerr-McGee  (46)  is  an  intriguing 
blend  of  oil  production,  oil  explora- 
tion, contract  drilling  for  other  films, 
chemicals,  fertilizer,  coal  and  urani- 
um. The  company  earned  $1.70  a 
share  (fully  diluted)  in  1971  on  sales 
of  over  $600  million.  The  two  families 
over  the  years  have  been  accumulat- 
ing valuable  assets,  some  of  which 
constantly  blossom  out  into  good  earn- 
ings. Right  now  the  uranium  business 
is  looking  up,  and  there  is  great  in- 
terest in  Louisiana  oil  and  gas  de- 
velopments. Without  being  too  con- 
cerned about  the  immediate  perform- 
ance of  the  stock,  I  think  this  is  a 
good  i.ssue  to  have  and  to  hold. 

The  paper  shares  so  often  in  late 
years  have  failed  to  live  up  to  the 
expectations  of  analysts  that  there  is 
a  reluctance  to  accept  the  optimistic 
estimates  now  current.  It  should  be 


pointed  out,  however,  I)  that  the  pa- 
per business  almost  always  has  im- 
proved when  business  booms,  and  that 
business  is  beginning  to  boom;  2) 
that  paper  companies  own  vast  acre- 
age on  which  there  are  evergrowing 
stands  of  valuable  timber;  and  3)  that 
capacity  to  produce  paper  has  not 
been  increasing  as  fast  as  in  the  past. 

Here  are  some  preliminary  estimates 
of  1972  per-share  earnings  prepared 
by  a  competent  analyst:  Crown  Zel- 
lerbach  (29)  $1.85  vs.  $1.31  in  1971; 
Georgia-Pacific  (48)  $2.25  vs.  $1.66; 
Great  Northern  Nekoosa  (52)  $3.60 
vs.  $2.61;  International  Paper  (35) 
$2.30  vs.  $1.55;  Mead  (18)  $1.40 
vs.  91  cents;  St.  Regis  (40)  $2.35 
vs.  $1.62  (some  Florida  oil  flavor 
here);  Union  Camp  (40)  $2.25  vs. 
$1.73;  U.S.  Plywood-Champion  (26) 
$1.80  vs.  $1.22;  Westvaco  (21)  $1.05 
vs.  40  cents;  and  Weyerhaeuser  (51) 
$2.45  vs.  $1.64.  This  group  of  stocks, 
on  the  basis  of  such  earnings  esti- 
mates, seems  destined  to  provide  much 
more  stock  market  action  in  1972  than 
it  did  in  1971. 

One  o/  fhe  Besf 

I  would  watch  for  buying  oppor- 
tunities in  Burroughs  (168),  although 
I  would  hesitate  to  pay  too  much  for 
it.  This  company  has  made  remark- 
able progress.  It  now  generates  sufiB- 
cient  cash  flow  from  operations  to 
satisfy  all  working  capital  and  new 
equipment  needs.  In  contrast,  quite 
recently  Burroughs  has  needed  over 
$100  million  a  year  or  more  of  ex- 
ternal funds  to  finance  its  growth. 
Earnings  this  year  are  being  estimated 
at  $4.75  a  share,  and  are  expected 
to  be  even  larger  in  1973.  As  one  of 
the  best  companies  in  the  computer 
field,  a  high  P/  E  is  in  order. 

Much  has  been  said  recently  about 
the  failure  of  the  ratio  of  trading  on 
the  American  Stock  Exchange  as 
against  the  New  York  Stock  Exchange 
to  rise  to  former  levels,  suggesting 
that  speculation  is  not  as  "wild"  as 
some  of  us  have  assumed.  The  ratio 
lately  has  been  around  34%  or  35% 
against  about  100%  for  a  short  time 
in  May  of  1968  and  an  average  of 
42%  in  1969,  48%  in  1968  and  29% 
in  1970.  It  appears  that  many  more 
active  ASE  stocks  have  moved  to  the 
NYSE,  and  that  the  over-the-counter 
markets  are  handling  perhaps  a  high- 
er percentage  of  the  "junk"  than  for- 
merly. The  daily  volume  in  the  o-t-c 
market  has  been  larger  than  the  ASE 
volume.  It  seems  that  computer  re- 
porting of  o-t-c  trades  has  stimulated 
public  participation  to  new  highs. 

I  look  for  speculation  to  slow  down 
a  little  over  the  next  few  weeks,  but 
I  confidently  expect  it  to  speed  up 
again  later  in  the  year.  ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Corporate  Credibility  Gap 


While  President,  Harry  S  Truman 
(for  whom  I  always  had  affection  and 
a  great  deal  of  respect)  had  on  his 
desk  a  sign  that  read,  "The  buck 
stops  here."  He  was  fully  aware  that, 
as  the  chief  executive  of  the  nation, 
it  was  up  to  him  to  make  the  final 
decisions  and  to  assume  the  ultimate 
responsibility  for  anything  done  by 
his  Administration.  He  was  frank  and 
candid  with  the  American  people, 
and  I  do  not  recall  that  the  term 
"credibility  gap"  was  ever  used  dur- 
ing his  Presidency.  How  different  it  is 
in  corporate  life!  The  chief  executive 
of  a  corporation  in  the  majority  of 
cases  does  not  assume  responsibility 
for  his  own  or  his  statt^s  blunders.  He 
may  fire  a  few  guys,  but  he  rarely 
blames  himself. 

Such  thoughts  come  to  mind  when 
reading  the  current  crop  of  annual 
reports.  Take,  for  example,  Boise  Cas- 
cade. On  Apr.  23,  1971,  this  com- 
pany, in  reporting  a  very  poor  first 
quarter  (4  cents  a  share  vs.  39  cents 
the  year  before),  gave  its  shareholders 
the  cheerful  news  that  it  had  "grad- 
ually begun  to  improve  its  profitabil- 
ity, and  we  anticipate  that  Boise  Cas- 
cade's earnings  will  improve  further 
during  the  balance  of  the  year,  re- 
sulting in  a  performance  superior  to 
that  of  1970."  Well,  the  year  1971 
was  not  superior.  Boise  Cascade  had 
an  operating  loss  of  $62.3  million  and 
an  extraordinary  charge  of  $85.2  mil- 
lion for  a  total  pretax  loss  of  $110.3 
million.  A  management  that  in  April, 
when  the  stock  was  still  selling  in  the 
40s,  did  not  foresee  that  the  roof  was 
about  to  cave  in,  hardly  deserves  the 
confidence  of  its  creditors  and  share- 
holders; and  if  it  did  have  an  inkling 
that  write-offs  might  be  necessary  and 
that  it  was  about  to  lose  its  shirt  in 
realty  operations,  it  should  not  have 
forecast  superior  results. 

This  business  of  "extraordinary 
items"  has  assumed  dangerous  pro- 
portions. Investors  no  longer  can  be 
sure  what  to  believe  and  whom  to 
believe.  Such  things  just  don't  hap- 
pen overnight.  Have  the  company's 
independent  auditors  been  deceived 
as  much  as  the  stockholders?  Take 
Ampex,  which  expects  a  $90-million 
loss   in   the   current   fiscal   year   after 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
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a  $34-million  pretax  loss  the  year  be- 
fore. The  company,  which  has  never 
paid  a  dividend,  used  to  be  a  well- 
regarded  "growth  stock." 

Another  objectionable  wrinkle  is 
the  restatement  (downward,  of 
course)  of  previously  published  "pre- 
liminary" earnings.  Cerro  Corp.  (from 
$1.15  to  45  cents)  and  North  Ameri- 
can Philips  (from  $1.94  to  90  cents) 
did  this  just  last  month.  This  is  not 
excusable.  If  management  is  not  sure 
what  the  auditors  will  say,  it  should 
refrain  from  issuing  preliminaiy  fig- 
ures. That's  how  credibility  gaps  are 
created,  often  unnecessarily. 

Record  Earnings 

As  the  recovery  progresses  and 
conceivably  develops  into  a  boom, 
money  is  likely  to  get  tighter  and  be- 
come more  costly.  This  may  very  well 
put  a  damper  on  the  home  building 
industry,  which  usually  is  the  first  to 
emerge  from  a  recession  and  the  first 
to  reach  its  peak.  Most  building 
stocks,  therefore,  are  not  particularly 
attractive.  This  does  not  apply,  how- 
ever, to  the  companies  which  make 
the  furnishings,  appliances  and  home 
accessories. 

Kroehler  Mfg.  (42)  is  the  largest 
maker  of  upholstered  furniture.  Its 
earnings  record,  as  is  to  be  expected, 
is  cyclical.  The  company  had  an  ex- 
ceHent  fourth  quarter,  lifting  earn- 
ings for  1971  to  $2.04  a  share,  far 
above  an  earlier  S&P  estimate  of  only 
$1.40.  Benefitting  not  only  from  the 
high  level  of  new  home  completions 
but  also  from  the  fast  expanding  vol- 
ume of  the  so-called  warehouse  fur- 
niture merchandisers  (a  la  Levitz), 
Kroehler  should  have  no  difficulty 
in  attaining  record  earnings  this  year. 

Whether  it  be  an  apartment  or  a 
house  or  a  mobile  home,  they  all  need 
kitchen  ranges.  Record  sales  and 
profits  are  in  store  for  Magic  Chef 
(52)  and  Tappan  (34).  Although 
these  stocks  are  quite  high,  they  are 
still  attractive.  But  remember  the  cy- 
clical nature  of  the  business. 

There  is  hardly  a  home  in  the 
country  that  does  not  have  some 
Kirsch  Co.  (48)  drapery  hardware. 
This  is  a  much  less  cyclical,  good- 
quality  stock.  Record  earnings  of 
over  $2  a  share  in  the  current  fiscal 
year  seem  a  foregone  conclusion.   ■ 


Ifyou  have  $20,000 
In  the  stock  market, 

let  me  manage 
half  of  it  for  one  gear. 


¥ 


I  am  a  personal  invest- 
ment counsellor.  I  manage  other  people's 
investment  dollars.  I'd  like  to  manage  half 
of  your  portfolio  for  one  year,  then  let  you 
decide  who  ought  to  do  the  whole  job. 

Operating  in  the  market  is  a  full  time  job. 
The  market  moves  on  facts  and  emotion. 
With  and  against  economic  realities.  Indi- 
vidual stocks  in  the  market  make  their 
own  moves. 

My  organization  devotes  full  time  to 
watching  and  charting  individual  compa- 
nies. We  have  developed  what  we  call  the 
"Mills  Growth  Phase  Curve"  that  gives 
us  an  indication  of  which  stocks  may  pos- 
sibly do  better  than  average,  and  which 
ones  won't. 

Ifyou  would  like  to  know  more  about 
how  we  manage  millions  of  dollars  in 
investments,  write  for  our  free  48-page 
booklet,  "Personal  Investment  Counsel". 
Read  it.  Then  decide  if  you'll  accept  my 
challenge. 

Mansfield  Mills  Inc. 

Very  Personal  Investment  Counsel, 

7918  I vanhoe  Avenue. 

(P.O.Box351)Dept  F-41 

La  Jolla,  California  92037. 


612  Convertible  Bond  Charts 

with  common  and  Convertible  Bond  clearly  shown 
on  same  large  chart  in  exact  conversion  ratio 
help  you  follow  today's  developing  opportunities 
in  now  sharply  discounted  Convertible  Bonds. 
A  lOyear  sales  and  earnings  strip  is  included 
plus  an  inset  chart  giving  past  annual  price 
ranges  for  Convertible  Bond  and  common.  An 
accompanying  current  computer  output  folder 
gives  much  vital  information  about  each  Con- 
vertible Bond  and  Editor  Sidney  Fried's  30-year- 
experience-backed  Buy,  Sell,  Hold  Ratings  on 
the  612  Convertible  Bonds.  A  few  dozen  Con- 
vertible Bonds  are  rated  "Best  Buys"  with  sup- 
porting statistics  and  several  we  consider  among 
the  most  attractive  currently  are  fully  analyzed. 
Another  accompanying  folder  succinctly  explains 
the  valuable  uses  of  Convertible  Bonds  in  today's 
promise-filled,  danger-filled  markets. 
ALL  this  with  the  now-coming-off-the-press  fully 
updated  edition  of  THE  R.H.M.  CONVERTIBLE 
BOND  CHART  BOOK,  now  in  Its  15th  year  of 
publication. 

No  serious  investor  should  be  without  The 
R.H.M.  Convertible  Bond  Chart  Book.  For  your 
copy,  plus  all  described  above,  send  $7.50  to: 
Convertible  Bond  Chart  Book,  R.H.M.  Associates, 
Dept.  FC-2,    220   Fifth  Ave.,   N.Y.,   N.Y.   lOOOI. 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 

NEW  ERA 
FUNDING 

Objective:  Capital  Appreciation. 

The  Fund  will  seek  long-term  capi- 
tal growth  by  investing  in  com- 
panies operating  in  areas  believed 
to  be  promising. 

NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

For  free  prospectus  write  or  call:  ' 


Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Dept.  A6 
Baltimore,  Maryland  21201  (301)  539-1992 
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NICHOIAS 

STRONG 
FUND,  INC 

A  NO-LOAD  FUND 


Objective:  possible  capital 
appreciation 

For  free  prospectus  mail 
this  coupon  to: 


NICHOLAS 
STRONG 
FUND,  INC. 
312  East 

Wisconsin  Avenue 
Milwaukee. 
Wisconsin  53202 
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"Word  of  Mouth" 

Many  new  subscriber!  come  to  us  thot  woy  .  .  .  For 
a  non-peripotntic  opprooch  toward  capital  building, 
getting  belter  income,  ovoil  yourself  of  these  pene- 
Iroling  weekly  odvlsory  letters.  SPECIAL  OfftK: 
8  weeks'  trio),  lust  $2.  Clip  this  od.  Moil  today. 
ifuii  refund  if  not  pleoitd.l 

THE    BUCK   INVESTMENT   LETTER 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


The  Dollar's  Homecoming 


In  the  weeks  following  la.st  Decem- 
ber's realignment  of  international  cur- 
rency parities,  involving  a  12%  deval- 
uation of  the  dollar,  it  seemed  reason- 
able to  expect  that  foreign  investors 
would  soon  begin  pouring  some  of 
their  many  billions  of  dollars  into  the 
market  for  American  common  stocks 
(Forbes,  Jan.  15  and  Feb.  15).  In- 
dications are  that  the  tide  started  to 
roll  in  promptly:  According  to  Fed- 
eral Reserve  statistics,  foreigners  in 
December  bought,  on  balance,  $480 
million  worth  of  U.S.  corporate  shares, 
the  largest  monthly  inflow  last  year. 

Because  official  data  are  usually  a 
couple  of  months  behind  events,  we 
are  not  yet  positively  sure  what  for- 
eign investors  did  in  our  stock  mar- 
ket during  this  year's  first  quarter,  but 
my  guess  is  they've  been  doing  a  good 
deal  more  buying  than  selling.  What's 
more,  I  think  this  trend  will  continue, 
and  may  accelerate,  in  the  months 
ahead.  It  could  be  a  major  factor  in  a 
continuing  rise  of  stock  prices. 

Let  me  explain:  Due  largely  to  a 
long  series  of  U.S.  balance-of-pay- 
ments  deficits,  the  amount  of  dollars 
held  by  foreigners  has  been  rising 
steeply  in  recent  years.  By  official 
count,  at  the  end  of  last  November 
the  total  was  nearly  $63  billion,  more 
than  double  the  year-end  1966  total. 
By  now,  it's  probably  up  to  some- 
where between  $65  billion  and  $70 
billion.  The  bulk  of  these  added  bil- 
lions wound  up  in  the  hands  of  for- 
eign central  banks,  which  were  de- 
termined but  increasingly  unwilling 
buyers  of  dollars.  They  accumulated 
them  in  an  effort  to  keep  the  dollar 
from  becoming  too  cheap,  and  their 
respective  currencies  from  becoming 
too  dear.  The  cheaper  the  dollar,  re- 
member, the  more  effectively  U.S. 
goods  can  compete  with  the  products 
of  other  countries  in  world  trade  on  a 
price  basis. 

One  major  consequence  of  this 
trend  has  been  to  facilitate  the  financ- 
ing of  the  federal  deficit.  Foreign  cen- 
tral banks  have  recently  i)een  invest- 
ing most  of  these  dollars  in  U.S.  Treas- 
ury obligations.  Indeed,  last  year's 
increase  in  foreign-held  public  debt 
exceeded  the  budget  deficit  by  a  few 
billion   dollars.    Not   surprisingly,   our 

Mr.  SchuIz  is  a  partner  in  the  New  York  Stock  Ex- 
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trading  partners  would  love  to  stop 
supporting  our  currency,  that  is,  cut 
back  the  buying  of  still  more  dollars 
at  the  official  parities. 

The  search  for  alternatives  has  led 
some  countries  to  foreign-exchange 
controls  designed  to  slow  the  influx 
of  dollars  into  their  central  banks. 
France,  for  one,  established  some 
months  ago  a  two-tier  market  th?.t  dis- 
tinguishes between  "commercial"  dol- 
lars, traded  at  the  official  parity  and 
usable  only  for  international  merchan- 
dise transactions,  and  "finance"  dollars 
usable  for  all  other  purposes  and  trad- 
ing at  a  discount  from  official  parity. 
In  one  form  or  another,  a  similar  split 
foreign-exchange  market  for  dollars 
may  be  in  the  making  elsewhere,  with 
cut-price  "finance"  dollars  available  to 
foreigners  in  mounting  volume. 

Discount  Sfocks 

The  basic  fact  is  that  the  non-U. S. 
world  holds  far  more  dollars  than  it 
needs  for  buying  U.S.  goods  and  ser- 
vices and  even  for  financing  trade 
among  other  nations.  At  the  same  time, 
the  Common  Market  countries  are 
moving  toward  a  unified  currency 
that,  at  least  initially,  might  be  "hard- 
er" and  therefore  more  desirable  than 
the  dollar  as  an  international  reserve 
currency.  As  a  result,  many  billions 
of  foreign-held  dollars  could  become 
"surplus,"  usable  mainly  for  invest- 
ment in  American  securities.  If,  as 
seems  possible  or  even  likely,  these 
smplus  dollars  become  widely  avail- 
able at  a  discount  from  official  parity, 
foreign  investors  would  be  facing  a 
perhaps  irresistible  opportunity  to  ac- 
quire U.S.  common  stocks,  in  effect, 
at  a  discount  from  American  market 
prices.  For  example,  if  they  could  get 
"finance"  dollars  at,  say,  5%  below  of- 
ficial parity,  they  could  buy  into  our 
stock  market  at  the  equivalent  of  Dow 
880  with  the  Dow  at  925. 

I  suspect  something  like  this  is  very 
much  in  the  wind  at  a  time  when 
the  U.S.  economy  and  U.S.  corporate 
earnings  are  unmistakably  on  the  way 
up.  It  would  mean  a  large,  and  pre- 
sumably dynamic,  infusion  of  buying 
power  for  American  stock  markets. 
It  would  also  mean  that,  at  long  last, 
common  stocks  might  fulfill  their  tra- 
ditional function  as  a  hedge  against 
dollar  devaluation.   ■ 
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BEFORE  YOU  BUY  OR  SELL 
ANY  "BIG  BOARD"  STOCK 
. . .  CONSULT  THIS 
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plus  any  and  all  stock  splits  ...  in  ad- 
dition to  each  year's  earnings,  as  avail- 
able up  to  press  date. 

A  Priceless  Gauge  of  Value 
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WALL  STREET  VIEW 

By  Robert  Stovall 


That  Bellwether  CM 


A  SPECULATOR,  as  defined  by  Bernard 
Baruch,  is  a  man  who  observes  the 
future  and  acts  before  it  occurs.  The 
month  of  March  showed  Baruch's  phi- 
losophy in  action.  As  attested  by  a 
buildup  in  NYSE  volume  from  18 
million  shares  on  average  in  January 
to  over  19  million  in  February  and 
what  looks  like  a  20-million-share- 
plus  average  for  March,  speculators 
and  investors  alike  have  placed  their 
money  on  the  line  in  a  successful  as- 
sault of  one  statistical  price  barrier 
after  another. 

A  GO  Signal 

When  milestones  are  passed,  or 
turning  points  reached,  advice  and 
interpretation  proliferate.  Simplicity  is 
much  desired  at  such  times  and  I 
have  just  received  a  confirming  Buy 
signal  from  what,  in  my  opinion,  is 
both  the  oldest  and  most  straight- 
forward of  all  stock  market  indicators. 
On  Monday,  Mar.  13,  the  shares  of 
General  Motors  closed  at  82,  confirm- 
ing what  had  been  apparent  for  sev- 
eral weeks,  namely  that  a  change  in 
directional  signal  from  CAUTION  to 
GO  was  imminent.  The  GM  bell- 
wether theory  was  first  developed  by 
analysts  now  either  deceased  or  in- 
active. I  have  become  its  custodian, 
and  comment  on  it  at  important 
turning  points  in  the  market. 

For  years  the  price  performance  of 
General  Motors  stock  has  won  for  it 
the  role  of  bellwether  of  stock  mar- 
ket trends.  While  it  shares  the  falli- 
bility of  anything  mortal,  trend  sig- 
nals emitted  by  General  Motors  over 
the  past  45  years  reveal,  upon  inspec- 
tion, a  record  as  good  or  better  than 
any  subjective  theory  or  econometric 
model  with  which  I  am  familiar. 

Simplistic  to  a  point  where  it  leaves 
little  room  for  interpretive  nuances, 
the  bellwether  theory  holds  that  in 
a  downtrend,  whenever  four  months 
pass  without  General  Motors  declin- 
ing to  a  new  inteiTnediate  low,  the 
odds  favor  a  conclusion  that  the  mar- 
ket's trend  has  turned  upward.  Con- 
versely, when  the  trend  has  been  up- 
ward, but  four  months  pass  without 
General  Motors  achieving  a  new  high, 
the  prudent  policy  is  to  conclude  that 
the  market  itself  will  turn  dow  n.  Each 

Mr.  Stovall  is  a  vice  president  of  the  KvSE  firm  of 
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time  the  stock  makes  an  intervening 
new  low  (or  new  high)  within  a  sell 
(or  a  buy)  period,  an  additional  four 
months  is  added  to  the  waiting  period. 

There  is  no  middle  ground.  Experi- 
menting with  three-month,  with  five- 
month  or  with  other  time  periods  has 
proved  to  be  of  little  value.  Measur- 
ing time  spent  in  various  segments  of 
the  intermediate  price  range  is  not 
part  of  this  theory. 

As  the  salaries  for  athletes  in  a  new 
baseball  season  are  best  determined 
by  their  previous  performances,  a 
study  of  the  trend  signals  given  by 
General  Motors  in  the  past  is  the  only 
way  to  determine  whether  credence 
should  be  given  to  the  present  Buy 
signal  or  to  any  future  indicators.  I 
have  statistics  dating  back  to  the  late 
1920s  depicting  the  time  length  of 
stock  market  downswings  and  up- 
swings, as  measured  by  the  Dow 
Jones  industrials.  Take  my  word  for 
it,  the  GM  bellwether  was  of  great 
help  during  the  early  decades  of  its 
use.  As  memories  are  greener  over  a 
more  recent  time  span,  I  reproduce 
below  the  signals  given  by  General 
Motors  common  stock  from  1961 
through  the  present  time. 

In  the  decade  of  the  1960s,  Gen- 
eral Motors  as  a  bellwether  led  its 
adherents    past    some    pretty    sticky 


wickets.  GM  emitted  a  helpful  Sell 
signal  on  Apr.  13,  1962  and  gave  an 
indication  to  Buy  again  on  Oct.  26, 
1962.  The  Sell  alerts  flashed  in  March 
1964  and  August  1965  were  not  help- 
ful as  the  market  did  rather  well  in 
1964,  and  rallied  sharply  in  the  fall 
of  1965.  The  theory  functioned  ad- 
mirably in  the  dangerous  year  of 
1966,  'with  its  adherents  receiving 
only  minor  scratches  from  the  bear's 
claw.  Just  three  weeks  after  the  Dow's 
all-time  intra-day  high  of  1001.11  set 
in  February  1966,  GM  gave  a  clear 
and  accurate  foreshadowing.  The  Sell 
signal  was  given  on  Mar.  1,  1966 
since  the  issue  had  not  risen  from  its 
October  1965  all-time  high  of  113^. 

A  reversing  Buy  signal  was  next  seen 
on  Apr.  28,  1967,  the  final  business 
day  of  the  fourth  month  following  a 
low.  After  giving  two  more  positive 
readings,  the  General  Motors'  yard- 
stick pointed  downward  in  late  Jan- 
uary of  1968,  thereby  catching  a  good 
portion  of  that  year's  weak  first-quar- 
ter market.  General  Motors  was  as  sur- 
prised by  former  President  Johnson's 
effective  abdication  speech  as  was 
the  investment  community,  as  it  made 
a  1968  low  of  72=i  on  Mar.  28,  but 
it  moved  through  the  next  four  months 
without  selling  below  that  figure  and 
thereby  signaled  stronger  markets  im- 
mediately ahead  on  July  29.  This  was 
a  time  when  the  stock  market  was 
performing  in  a  discouraging  fashion, 
being  preoccupied  with  the  subse- 
quently discredited  dangers  of  fiscal 
overkill.  In  fact,  the  theory  took  the  lead 
in  forecasting  a  rapid  upswing  through 
the  late  summer  and  autumn  of  1968. 

General  Motors  performed  a  great 
market  service  when  it  took  its  fol- 
lowers out  of  the  market  on  Feb.  24 


December  13,  1961 

General  Motors  .  .  .  HIGH  58 

Market  Top— DJI  734.91 

April  13,  1962 

No  New  GM  High— SELL  Signal 

DJI  687.90 

June  26,  1962 

General  Motors  .  .  .  LOW  45^8 

Market  Bottom— DJI  535.76 

October  26,  1962 

No  New  GM  LOW— BUY  Signal 

DJI  .    .    .    ,.  569.02 

February  9,  1966 

Market  Top— DJI  1001.11 

March  1,  1966 

No  New  GM  High-SELL  Signal 

DJI  935.52 

December  30,  1966 

General  Motors  .  .  .  LOW  65% 

January  4,  1967 

Market  Bottom— DJI  776.16 

October  21,  1968 

General  Motors  .  .  .  HIGH  893^ 

December  2,  1968 

Market  Top-DJI  994.65 

February  24,  1969 

No  New  GM  High-SELL  Signal    7754 

DJI  903.97 


July  30,  1969 

General  Motors  .  .  .  LOW 

Market  Bottom 
December  2,  1969 

General  Motors  .  .  .  LOW 

DJI 
January  30,  1970 

General  Motors  .  .  .  LOW 

DJI 
May  26,  1970 

General  Motors  .  .  .  LOW 

Market  Bottom— DJI 
September  28,  1970 

No  New  GM  Low— BUY  Signal 

DJI 


701/8 
788.07 

70 
794.94 

64 
744.06 

591/2 
627.46 

72 
758.97 


April  29,  1971 

General  Motors  .  .  .  HIGH  9114 

DJI  .  .  .  HIGH  957.35 

August  30.  1971 

No  New  GM  High-SELL  Signal    821/4 
DJI  Close  901.43 

November  12,  1971 

General  Motors  .  .  .  LOW  733/8 

November  23,  1971 

Market  Bottom-DJ I  790.67 

March  13,  1972 

No  New  GM  Low-BUY  Signal  82 

DJI  928.66 
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of  1969  while  the  Dow  was  at  903.97. 
Adhering  to  its  role  as  a  Good  Shep- 
herd rather  than  a  Judas  Goat,  the 
bellwether  kept  its  faithful  followers 
out  of  the  stock  market's  subsequent 
decline  to  under  630  in  the  Dow  and 
did  not  signal  that  all  was  clear  until 
Sept.  28,  1970  with  the  Dow  at 
758.97.  This  was  just  prior  to  a  smart 
market  rally. 

In  the  more  recent  past.  General 
Motors  blinked  a  rather  surprising 
Sell  alert  at  901.43  in  the  Dow  on 
Aug.  30,  1971,  barely  a  fortnight  af- 
ter Richard  XLxon's  revolutionary  an- 
nouncements of  the  international  mon- 
etary' and  trade  policies  and  domestic 
economic  strategies  of  his  Adminis- 
tration. Once  again,  the  bellwether 
protected  its  flock  because  the  fol- 
lowing three  months  were  trying  ones 
for  the  investor's  collective  psyche. 
The  last  low  was  73%  touched  on 
Nov.  12.  Since  that  time  there  has 
been  a  notable  buildup  in  confidence 
and  for  some  weeks  now  it  has  been 
apparent  that  only  an  abrupt  rever- 
sal would  prevent  a  Buy  signal  being 
given  again  in  mid-March. 

Qualifications  for  Leaderstiip 

During  the  Eisenhower  Administra- 
tion, a  cabinet  member  coined  the 
phrase,  "NV'hat's  good  for  General  Mo- 
tors is  good  for  the  country. "  Other 
phrases,  such  as,  "As  General  Motors 
goes,  so  goes  the  market, "  are  also  cur- 
rent from  time  to  time.  Perhaps  closer 
to  the  truth  is  that  General  Motors' 
well-being  and  the  well-being  of  its 
stockholders  are  good  for  the  market, 
as  the  company  is  the  world's  largest 
manufacturer,  with  sales  close  to  $30 
billion  annually.  General  Motors  has 
some  1.6  million  stockholders  holding 
286  million  common  shares.  Hecause 
of  its  size,  the  relative  price  action  of 
GM's  shares  has  unusual  impact, 
both  in  dollar  magnitude  and  as  a 
reflection  of  investor  opinion. 

Over  the  past  20  years  stock  mar- 
ket swings  have  become  shorter  and 
more  abrupt.  In  some  instances  severe 
declines  and  subsecjuent  upturns  in 
the  market  have  ended  almost  before 
they  were  recognized.  Intermediate 
movements  in  the  stock  market  pres- 
ently accomplish  in  months  what  it 
used  to  take  years  to  do.  Modern  com- 
munication facilities  and  the  improved 
quality  of  knowledge  have  played  ma- 
jor roles.  The  institutionalization  of 
the  market  has,  on  occasion,  created 
both  massive  buying  panics  and  kami- 
kaze i-ushes  to  liquidate.  There  is 
some  reason  for  belief  that  the  tele- 
scoping of  events  and  the  evolution-of 
Western  society  to  a  nonindustrial 
service  base  may  remove  General  Mo- 
tors' lead  factor  over  the  market.  That 
time  has  not  yet  come.   ■ 
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MARKET  TRENDS 

By  Martin  T.  Sosnoff 


Mufti  Pufti  On  The  Pampas 


My  morning  walk  is  down  Fifth 
Avenue,  and  on  72nd  Street  I  cut 
through  the  park  to  the  zoo.  It  is 
refreshing  to  see  a  hon  swishing  his 
tail  so  close  to  the  General  Motors 
Building  and  to  whistle  at  a  zebra 
standing  in  the  early  sunlight.  While 
a  keeper  offers  an  outlandishly  blue 
orangutan  a  swig  from  the  hose  as 
his  cage  is  washed  down,  I  get  my 
daily  inside  infoimation. 

The  cages  are  not  the  jungle,  and 
the  animals  may  look  pretty  but  they 
are  neurotic  and  deceiving.  Dan,  the 
camel,  may  be  auctioned  off  because 
he  spits,  and  the  newly  born  lion  cubs 
have  just  been  eaten  by  their  docile 
mother.  A  mother  lynx  will  not  let 
anyone  near  her  cubs,  which  she 
secures  in  a  cardboard  box,  and  I 
think  one  of  the  cute  blond  Shetland 
ponies  from  the  children's  zoo  has 
been  exiled  to  Brooklyn  because  he 
has  bullied  the  girl  pony  away  from 
her  oats.  If  it  is  difficult  to  keep  law 
and  order  in  a  children's  zoo,  I  think, 
as  I  swing  through  the  revolving  door  of 
the  General  Motors  Building,  then 
the  real  world  must  be  full  of 
treacheiy  and  deceit. 

Did  you  know  those  Merrill,  Lynch 
bulls  highballing  down  your  televi- 
sion screen  in  a  glorious  panorama  of 
optimism  are  allegorical?  In  fact, 
they  are  chile  con  came  tows  from 
Mexico,  not  certified  prime  U.S. 
goods.  Merrill,  Lynch  should  be  sus- 
pended from  trading  for  at  least  three 
minutes  for  such  mufti  pufti.  How 
can  you  be  bullish  on  America  when 
the  tows  only  speak  Spanish  and  are 
unlikely  to  respond  to  the  lingo  of 
stock  and  bond  rustlers? 

Revisionist  Forecasts 

The  anarchy  of  the  jungle  has  al- 
ready spread  to  the  statistical  agencies 
of  the  Department  of  Commerce.  All 
the  economists  were  suckered  into 
bullish  1972  forecasts  by  overstated 
quarterly  gross  national  product  fig- 
ures during  1971.  Then  there  are  so 
many  successive  downward  revisions 
of  previous  monthly  data  that  it  is 
not  only  difficult  to  know  where  the 
FRB  liulox  is  but  to  remember  where 
it  has  i)ceii  30  short  days  before.  The 
illusion     of     momentum     is     thereby 

A  guest  columnist,  Mr.  Sosnoff  is  a  genoral  partner 
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created,  when  in  fact  the  bus  has 
been  idling  all  the  time.  So  many 
economists  have  rushed  into  print 
with  revisionist  forecasts  that  it  is  re- 
freshing to  compare  their  flexibility 
with  that  of  a  wire  house  market 
letter  writer,  who  may  be  wrong  to- 
day, but  wait  until  tomorrow's  music 
sheet  for  his  new  spiel. 

Slow  Growth  Is  Good 

Actually,  the  best  thing  for  the 
stock  market  is  that  the  recovery  has 
been  so  tardy.  For  a  booming  econ- 
omy carries  with  it  the  dialectics  of 
its  own  destruction.  Interest  rates 
would  bulge  in  the  long-term  sector, 
and  the  consumer  would  be  easily 
diverted  from  buying  stocks  into  again 
becoming  the  residual  taker  of  newly 
issued  bonds,  thereby  creating  the 
1973  recession.  Instead,  the  consumer 
is  confounding  everyone  by  still  stock- 
piling liis  cash  in  savings  banks.  This 
behavior  is  gently  leading  business- 
men to  finesse  on  inventory  reaccu- 
mulation,  capital  spending  and  bond 
flotation.  While  the  Administration  is 
desperately  pumping  the  economy  by 
telescoping  spending  earmarked  for 
1973  into  the  second  half  of  1972, 
the  Fed  has  been  unabashedly  shafting 
our  European  brethren  by  suppress- 
ing short-teiTO  interest  rates  more  than 
they  have  been  since  the  early  Sixties. 
These  actions  are  guaranteed  to  keep 
up  the  continuous  shelling  of  the  dol- 
lar, which  has  piled  up  so  high  in 
unconvertible  masses  at  foreign  cen- 
tral banks  that  we  should  at  least 
offer  to  build  them  storage  elevators. 
The  tension  in  the  international  mon- 
ey sector  is  going  to  be  a  way  of  life 
in  the  Seventies,  and  a  hesitant  econ- 
omy is  better  than  a  booming  one,  for 
at  least  keeping  imports  under  con- 
trol and  our  rate  of  inflation  modest. 

Lest  only  the  Administration  be 
chided  for  its  dissimulation,  the  sham 
of  interim  financial  reports  by  even 
our  largest  corporations  should  not 
go  unremarked.  The  steel  makers  re- 
ported heavy  losses  during  labor  ne- 
gotiations and  then  made  some  beau- 
tiful bookkeeping  end  runs  at  year- 
end  with  reverse  flows  of  tax  reserves 
and  investment  credits.  These  are 
known  in  the  trade  as  "unusually 
favorable  year-end  adjustments,"  to 
quote  from  Bethlehem  Steel's  prelim- 


inary report  for  the  year  1971.  De- 
spite a  more  than  20%  decline  in  steel 
shipments,  fourth-quarter  earnings 
rose  almost  150%.  This  is  pushing 
bookkeeping  legerdemain  past  the 
bounds  of  common  decency  and  only 
points  up  what  every  accountant 
knows— interim  reports  are  what  man- 
agement,chooses  them  to  be,  free  of 
audit  and  merely  estimations  of  unit 
costs  and  inventory  values. 

The  significance  of  the  Presidential 
China  trip  must  be  that  the  Seventies 
will  be  a  decade  when  Yankee  Clip- 
pers rather  than  gunboats  ply  the 
Far  Eastern  trade.  The  funding  of  the 
defense  sector  is  by  no  means  a  fore- 
gone conclusion  to  get  America  mov- 
ing again.  Whereas  Kennedy  went  to 
the  moon  to  appease  his  ego  so 
bruised  by  the  Central  Intelligence 
Agency  in  Cuba,  Nixon  clearly  is  put- 
ting us  on  the  trading  table  with  de- 
preciated dollars.  This  is  the  line  of 
reasoning  big  money  will  take  and  it 
will  be  impossible  to  disprove  for  ten 
years. 

A  Marshall  Plan  for  China  de- 
taches her  permanently  from  the  So- 
viet sphere.  This  is  breathtakingly 
bullish  for  the  long  term,  but  is  going 
to  unfold  slowly.  We  got  as  far  as 
the  Yalu  River  with  howitzers  in 
1950,  maybe  we  can  squeeze  some 
bulldozers  and  machine  tools  into 
Shanghai  by  1979,  if  the  Japanese  do 
not  get  there  first. 

A  Stop-and-Go  Economy 

By  now  it  is  obvious  to  all  that 
the  market  is  in  some  stage  of  specu- 
lative pollution.  The  basic  is  whether 
the  phase  is  early,  middle  or  irrevo- 
cably advanced.  Reasoning  by  analogy 
may  be  helpful  here.  The  British  mar- 
ket moved  up  40%  in  a  few  months 
with  nothing  much  happening  except 
a  national  coal  strike  and  a  revolution 
in  Northern  Ireland,  so  why  can't  the 
American  market  go  to  the  moon  on 
dollar  devaluation  and  a  Waltzing 
Matilda  incomes  policy?  If  Nixon 
will  only  relax  and  accept  a  stop- 
and-go  economy  as  blithely  as  his 
British  counterparts  do,  we  are  saved. 

The  last  thing  the  market  needs  is  a 
21-gun  salute  with  corporate  profits 
skyrocketing  all  over  the  place  and 
touching  oft  another  intramural  share- 
of-market  struggle  by  the  basic  indus- 
trials. Think  of  the  steel  companies 
and  paper  makers  that  are  just  learn- 
ing how  to  close  plants.  Why  should 
we  interrupt  the  learning  process?  If 
the  airlines  will  but  delay  their  re- 
orders for  wide-bodied  jets  another 
few  years,  we  will  all  make  oiu- 
fortunes  again  in  airlines  as  load 
factors  go  up  and  the  head  count  on 
employees  marks  time. 

There  are  hundreds  of  investment 
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capital  pools  of  §500  million  to  a  bil- 
lion dollars  in  this  country,  and  they 
all  are  embracing  the  concept  of 
l)enevolent  growth  for  this  \ear  and 
next.  Although  it  looks  like  turnover 
ratios  have  peaked  for  the  institution- 
al sector,  the  individual  investor  is 
now  getting  a  whiff  of  this  specula- 
tive pollution.  As  the  market  moves 
closer  to  1000,  the  headline  writers 
will  pull  out  their  active  verbs  and 
nudge  us  into  belie\ing  that  all  is  right 
again  with  financial  markets. 

Cyclical  Growth  Thesis 

If  \ou  were  running  a  billion  dol- 
lars and  the  house  economist  banged 
the  table  and  said  corporate  profits 
would  he  up  15%  this  year  and  next, 
you  would  buy  too,  even  though  you 
knew  the  man  should  have  been  fired 
years  ago.  When  you  think  positive, 
the  best  opportunities  still  are  in  the 
cyclical  growth  areas  where  institu- 
tional positioning  is  still  light.  If  every 
big  money  pool  decided  it  should 
have  5^  of  its  funds  in  airlines,  the 
industry's  market  capitalization  would 
have  to  move  from  S6  billion  to  $25 
billion  to  accommodate  the  buyers.  It 
has  happened  before. 

Investment  concentration  in  capi- 
tal-intensive industrials  is  just  begin- 
ning. The  big  guns  are  dying  for  an 
excuse  to  inventory  such  underper- 
forming  industries  as  aluminum,  pa- 
per, aerospace  and  steel.  This  is  where 
the  big  productivity  gains  can  come  if 
unit  volume  expands,  as  even  Bessie 
and  U.S.  Steel  have  learned  how  to 
fire  salaried  people.  Any  price  firmness 
in  metal  commodities  like  lead  and 
copper  touches  off  an  orgy  of  buying, 
and  the  thirst  for  the  turnaround 
investment  has  pushed  up  such 
leveraged  but  shopworn  situations 
as  Western  Union,  Control  Data, 
Boeing  and  Chrysler  far  ahead  of 
the  unfolding  facts. 

The  speculative  feast  of  1967-68 
may  be  jammed  into  one  short  sitting. 
You  can  feel  speculation  in  the  air. 
Everyone  has  gotten  his  nerve  back 
by  now,  and  money  managers  are 
again  in  danger  of  being  overstim- 
ulated  by  a  new  generation  of  pur- 
veyors of  esoterica  that  is  the  equal 
of  the  black  box  maniacs  we  experi- 
enced in  the  electronic  Sixties.  The 
goods  this  time  are  comprised  of  land 
plays  and  oil  exploration  mumbo  jum- 
bo, video  cartridge  players  and  mail 
order  wizardry. 

cQitien  sabe?  Those  Merrill,  Lynch 
bulls  may  splatter  us  all  with  chile  as 
they  rampage  across  the  Rio  Grande, 
prodded  on  by  the  positive  rhetoric  of 
the  gringos.  Get  along  there  little  do- 
gie!  Come  on  Gross  National  Product! 
Move  along  Industrial  Production  In- 
dex! Move  your  hindquarters!   ■ 


NVESTMENT 
MANA3EMENT 


WHY  GIVE  US 

PERMISSION 

TO  BUY  AND  SELL 

WITHOUT 

YOUR  PERMISSION? 

Because  we  specialize  in  managing  personal 
investment  accounts  of  $5,000  or  more  for  aggres- 
sive capital  growth  for  investors  who  appreciate 
the  risl<s  and  rewards  of  a  common  stock  portfolio. 
You  own  the  stocks  -  the  account  is  in  your  name 
with  your  broker.  But  we  do  all  the  buying  and 
selling  -we  have  a  full-time  staff  of  experienced 
market  analysts  assisted  by  continual  research  and 
computer  data.  If  that  makes  sense  to  you,  give  us 
permission  to  send  you  our  32-page  booklet 
"Declare  Your  Own  Dividends"  for  further 
explanation. 


SPEAR&STAF.INC. 

Investment  Management  Division  Dept.  MF401 
Babson  Park,  Mass.  02157 

Please  send  me  a  complimentary  copy  of 
"Declare  Your  Own  Dividends."  Confidentially, 
my  account  would  amount  to  about  $ 


Name. 


Address. 


.State. 


.Zip. 


THIS  SPACE  CONTRIBUTED  BY  THE  PUBLISHER 

LISTEN 
TO  YOUR 
BODY 


If  something's  going  wrong, 
it'll  tell  you. 

1.  Change  in  bowel  or  bladder  habits. 

2.  A  sore  that  does  not  heal. 

3.  Unusual  bleeding  or  discharge. 

4.  Thickening  or  lump 
in  breast  or  elsewhere. 

5.  Indigestion  or  difficulty 
in  swallowing. 

6.  Obvious  change  in  wart  or  mole. 

7.  Nagging  cough  or  hoarseness. 
II  you  have  a  warning  signal, 
see  your  doctor.  If  it's  a 
false  alarm,  he'll  tell  you. 

If  it  isn't,  you  can  give  him 

itime  to  help.  Don't  be  afraid. 
It's  what  you  don't  know 
that  can  hurt  you. 
■ 


•  American  Cancer  Society 


WHAT  MAKES 

babson's 

INVESTMENT 
ADVISORY  SERVICE  DIFFERENT 

All  investment  services  are  not  alike. 
Mass-produced  bulletin  services  cannot 
be  written  specifically  for  you.  Specialized 
and  technical  services  are  not  broad 
enough  to  build  a  well-balanced  portfolio 
which  we  believe  is  necesary  if  safety 
as  well  as  growth  is  to  be  considered. 

BABSON'S  IS  DIFFERENT  —  Babson's 
analyzes  your  portfolio  •  Your  registered 
securities  are  carefully  watched  •  You 
have  unlimited  consultation  privileges  • 
You  receive  the  famous  weekly  Investment 
and  Barometer  Letter  •  Objective  is 
growth  in  terms  of  income  and  apprecia- 
tion. 

BABSON'S  IS  DIFFERENT  IN  MANY 
WAYS  —  Over  60  years'  experience  • 
Advice  is  completely  unbiased  •  The 
service  is  strictly  advisory  —  you  use 
your  own  broker  for  transactions  •  The 
annual  fee  is  only  $180. 

Mail  the  coupon  today  —  for  a  free 
brochure  showing  how  Babson's  may  be 
of  great  benefit  to  you. 


Name. 


Street. 
Clty_ 


.State. 


.Zip. 


BABSOIS'S  REPORTS  Inc. 
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This  announcement  is  not  an  oger  to  sell  or  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


Nevrbsue 


$70,000,000 

The  Western  Union  Telegraph  Company 

7.90%  Sinking  Fund  Debentures  due  May  15, 1997 


uiestern  union 


Price  100% 

ud  utroed  interest 


Copies  oj  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of  the 
undersigned  and  others  as  may  lawjully  offer  these  securities  in  suck  State. 


Dillon,  Read  &  Co.  Inc. 
Lehman  Brothers 

Ineorporat«<l 

Blyth&Co.,Inc. 


Kuhn,  Loeb  &  Co. 


The  First  Boston  Corporation 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Drexel  Firestone 

locorporatod 


Eastmzui  Dillon,  Union  Securities  &  Co. 

lDCorporat«d 

Homblower  &  Weeks-Hemphill,  Noyes  Lazard  Freres  &  Co. 


Paine,  Webber,  Jackson  &  Curtis 

lDcorporat«d 


Goldman,  Sachs  &  Co. 

Salomon  Brothers 

duPont  Glore  Forgan 

lDcorpor«tad 

Halsey,  Stuart  &  Co.  Inc. 
Loeb,  Rhoades  &  Co. 


Smith,  Barney  &  Co. 

IocorporBt«d 


Dean  Witter  &  Co 

Incorporated 


Shearson,  Hammill  &  Co. 

lacorporatod 


White,  Weld  &  Co. 

Incorporated 


Equitable  Securities,  Morton  &  Co. 

Incorporated 


Stone  &  Webster  Securities  Corporation  Wertheim  &  Co.,  Inc. 

Bear,  Steams  &  Co. 

E.  F.  Button  &  Company  Inc.  Paribas  Corporation  Reynolds  Securities  Inc. 

Shields  &  Company  American  Securities  Corporation 

Incorporated 

Basle  Securities  Corporation  Alex.  Brown  &  Sons  Bumham  &  Company  Inc. 


CBWL-Hayden,  Stone  Inc.       Dominick  &  Dominick,       Robert  Fleming       Hallgarten  &  Co. 

locorporalad  Incorporated 

Hill  Samuel  Securities  Corporation         W.  E.  Mutton  &  Co.         Ladenburg,  Thalmann  &  Co. 
F.S.Moseley&Co.    R.W.Pressprich&Co.    L.F.  Rothschild  &  Co.    F.S.Smithers&Co.,Inc. 

Incorporated 

Suez  American  Corporation  Spencer  Trask  &  Co.  Tucker,  Anthony  &  R.  L.  Day 


Spencer  Trask  &  Co. 

Incorporated 


G.H.  Walker  &  Co. 

Incorporated 


March  17,1972 


Walston  &  Co.,  Inc. 


Wood,  Struthers  &  Winthrop  Inc. 


Trends 


"^ 


&  Tangents 

{Continued  from  page  8) 
completely.  The  feeling  here  can 
be  that  the  man,  because  of  his 
high  business  stature,  may  have 
outgrown  his  wife.  ..."  In  other 
words,  it's  the  old  story— it's  not 
what  you  do  but  who  you  are. 

Women's  Lag 

When  California  passed  a  law 
granting  18-year-olds  adult  status 
it  gave  teenagers  a  right  not  shared 
by  married  women  in  the  state. 
The  new  law  permits  teenagers  to 
buy  and  sell  stock  in  their  own 
names.  But  as  brokerage  houses  in- 
terpret the  state's  community  prop- 
erty statutes,  the  husband  controls 
disposition  of  his  wife's  stock.  The 
wife  of  a  Los  Angeles  industrialist 
threatens  to  file  suit  against  Mer- 
rill Lynch  over  the  issue. 

Getfing  Credit 

For  people  who  want  to  ad- 
vance theii"  education  and  their 
job  potential  but  find  the  time  and 
money  cost  of  returning  to  school 
prohibitive,  the  College  Entrance 
Examination  Board  has  for  the  last 
five  years  been  iiinning  a  College- 
Level  Examination  Program.  Marks 
made  on  CLEP  exams,  given 
monthly  across  the  country,  are  ac- 
cepted for  credit  at  over  1,000  col- 
leges and  universities,  and  numer- 
ous businesses  accept  the  equiva- 
lency tests  as  a  basis  for  job 
placement  or  advancement. 

Horse  Trading 

LTV  Aerospace's  public  share- 
holders apparently  aren't  the  only 
ones  who  have  been  impressed  by 
its  record,  one  of  the  better  in 
the  problem-plagued  defense  in- 
dustry. Now  Ling-Temco-Vought, 
which  owns  62%  of  Aerospace's 
stock,  is  trying  to  increase  its  hold- 
ings to  100%.  L-T-V  is  offering  1.3 
shares  of  LTV  Electrosystems  and 
one  share  of  LTV  Altec  for  each 
Aerospace  share.  At  current  mar- 
ket prices  that  works  out  to  $9  of 
securities  for  each  $8  LTV  Aero- 
space share,  a  premium  for  LTV 
Aerospace's  shareholders.  But  in 
terms  of  historical  earnings  there 
is  a  marked  gap.  Over  the  past 
five  years  LTV  Aerospace  had  total 
per-share  earnings  of  $8.42,  while 
the  two  smaller  firms,  adjusted  for 
the  2.3  shares,  registered  total  per- 
share  earnings  of  only  $3.24.  ■ 


V. 
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CONGLOMERATE   WARRANTS, 

FINANCE  WARRANTS 

In  the  above  Groups,  selected  Warrants  are  par- 
ticularly attractive  for  purchase  now,  and  we 
pinpoint  them  in  the  current  issue  of  our  R.H.M. 
WARRANT  &  STOCK  SURVEY  +  STOCKS  UNDER 
10,  presenting  analyses  in  depth  for  the  most 
attractive. 

Let  us  send  you  the  next  4  weekly  issues  of  our 
Survey,  one  of  the  most  experienced  (since  1952) 
and   comprehensive   Warrant  and    Low-Price   Stock 
services.    Each    weekly    issue    gives    Warrant    spe- 
cialist Editor  Sidney  Fried's  Currant  Ratings  and 
a   whole   range   of  statistical   data   on   more  than 
300  Warrants;  and  each  week  throws  the  search- 
light on  Warrants  and  low-price  stocks  which  have 
moved  into  a  buying  range. 
You    will    receive    a    valuable    descriptive    folder 
explaining  how  Warrants  and   "Stocks  Under  10" 
can  mean  profit  opportunities  for  you  in  the  cur- 
rent market.  You  get  all  this  for  $10  in  a  special 
introductory  offer  to  acquaint  you  with  our  R.H.M. 
WARRANT  &  STOCK  SURVEY   +    STOCKS   UNDER 
10,  which  has  been  followed  by  professional  and 
investor  alike  for  the  past  20  years. 
Send  $10  with  this  ad 
and  your  name  and  address  to: 
WARRANTS,  Dept.F-101  /^Ij^ 

R.H.M.  Associates,  220  Fifth  Ave.  4^!afD) 
New  York,  N.Y.  10001  ^Sii' 

If  you  are  not  thoroughly  pleased,  material  may 
be  returned  for  a  full  refund. 


Dividend 

on  n 

common 
shares 


The  Board  of  Directors  ol 
Columbus  and  Southern 
Ohio  Electric  Company, 
on  March  6,  1972,  declared 
a  dividend  of  forty-si.x 
cents  (4fi<t)  per  share  on 
the  outstanding  Common 
Shares  of  the  Corporation, 
payable  on  April  10,  1972 
to  shareholders  of  record 
at  the  close  of  business  on 
March  24,  1972, 

G.  C.  SHAFER 
Secretary 


COLUMBUS  AND  SOUTHERN 
OHIO  ELECTRIC  COMPANY 


BROAD  STREET 

INVESTING 

CORPORATION 

A  UNION  SERVICE  FUND 
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th 


consecutive 

quarterly 

dividend 


10  Cents  a  Share 

Payable  March  24,  1972 
Record  Date  March  13,  1972 
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THOUGHTS... 


ON  THE 
BUSINESS  OF  LIFE 


Well-apparel'd  April  on  the  heel  of 
limping  winter  treads. 

—Shakespeare 


Nations  will  rise  and  fall,  but  equal- 
ity remains  the  ideal.  The  universal 
aim  is  to  achieve  respect  for  the  entire 
htunan  race,  not  for  the  dominant 
few.  —Carlos    P.    Romulo 


Now  grimy  April  comes  again, 
maketh  bloom  the  fire-escapes, 
maketh  silvers  in  the  rain,  maketh  win- 
ter coats  and  capes  suddenly  all  worn 
and  shabby  like  the  fur  of  winter 
bears. 

—Stephen  Vincent  Benet 


Happiness  is  a  dividend  on  a  well- 
invested  life.  —Duncan  Stuart 


What  iS  this  passing  scene?  A  pee- 
vish April  day! 

—Henry  Kirke  White 


Money  is  power.  Every  good  man 
and  woman  ought  to  strive  for  power, 
to  do  good  with  it  when  obtained.  I 
say,  get  rich,  get  rich! 

—Russell  Herman  Conwell 


A  rational  nature  admits  of  nothing 
which  is  not  serviceable  to  the  rest  of 
mankind.  —Marcus    Antoninus 


The  life  of  a  man  consists  not  in  see- 
ing visions  and  in  dreaming  dreams, 
but  in  active  charity  and  in  willing 
service. 

—Henry  Wadsworth  Longfellow 


Nations  have  recently  been  led  to 
borrow  billions  for  war;  no  nation  has 
ever  borrowed  largely  for  education. 

—Abraham  Flexner 


It  depends  on  education  to  open 
the  gates  which  lead  to  virtue  or  vice, 
to  happiness  or  misery. 

—Jane  Porter 


Only  those  cities  and  countries  that 
are  free  can  achieve  greatness.  ...  In 
free  countries  we  also  see  wealth  in- 
crease more  rapidly,  both  that  which 
results  from  the  culture  of  the  soil  and 
that  which  is  produced  by  industry 
and  art;  for  everybody  gladly  multi- 
plies those  things,  and  seeks  to  ac- 
quire those  goods  the  possession  of 
which  he  can  tranquilly  enjoy. 

— Niccol6  Machiavelli 


B.  C.  FORBES 

A  generation  and  less  ago  en- 
thusiasm usually  ran  to  money- 
making.  Today  enthusiasm  more 
often  runs  to  human  service,  to 
creating  and  building  up  use- 
ful enterprises,  to  bettering  and 
extending  the  country's  com- 
merce, to  improving  the  lot  of 
the  rank  and  file,  to  raising  the 
national  standard  of  education. 


We  should  scrutinize  all  attempts 
to  improve  our  condition  and  make 
sure  that  they  do  not  in  reality  do  us 
harm.  —Peter  Medewar 


I  have  to  study  politics  and  war  so 
that  my  sons  can  study  mathematics, 
commerce  and  agriculture,  so  their 
sons  can  study  poetry,  painting  and 
music.  —John   Adams 


I   am   a   man,   and  whatever   con- 
ceins  humanity  is  of  interest  to  me. 

—Terence 


In  thousands  of  years  there  has 
been  no  advance  in  public  morals,  in 
philosophy,  in  religion  or  politics,  but 
the  advance  in  business  has  been  the 
greatest  miracle  the  world  has  ever 
known.  —Edgar  W.  Howe 


The  selfish  spirit  of  commerce 
knows  no  country,  and  feels  no  pas- 
sion or  principle  but  that  of  gain. 

—Thomas  Jefferson 


We  can  change  oui  whole  hfe  and 
the  attitude  of  people  around  us  sim- 
ply by  changing  ourselves. 

—Rudolf  Dreikurs 


Most  of  the  luxuries,  and  many  of 
the  so-called  comforts  of  life  are  not 
only  indispensible,  but  positive  hin- 
drances to  the  elevation  of  mankind. 

—Henry  David  Thoreau 


If  this  nation  is  going  to  survive 
meaningfully,  and  then  perhaps  grow 
decently,  it  has  got  to  begin  to  know 
and  accept  enormous  deprivation. 

—William  Saroyan 


As  soon  as  public  service  ceases  to 
be  the  chief  business  of  the  citizens, 
and  they  would  rather  sei-ve  with 
their  money  than  with  their  persons, 
the  state  is  not  far  from  its  fall. 

—Jean-Jacques  Rousseau 


A  Text . .  , 


Sent  in  by  Arthur  J.  Swan,  Oro- 
ville,  Calif.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
ThouRhts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


But  the  stranger  that  dwelleth  with 
you  shall  be  unto  you  as  one  born 
among  you,  and  thou  shalt  love  him 
as   thyself.  —Leviticus    19:34 
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KENNECOTT  COPPER 


Getting  Out  From  Behind? 
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minutif  this  man 
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bid  make  ^ 
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The  man  is  jan  Gorski.  Chemical  Bank's  chief  foreign  ex 
!..;^cre  trader  in  New  York. 

-  1  two  minutes,  recrntly,  Jan  and  one  of  his  staff  bought  and 
sold  e,.  -  hundred  million  Deutsche  marks  (about  30  million  dol- 
lars). And  it's  not  at  all  unusual  for  our  New  York  foreign  exchange 
tradcrs'ibuY  and  sell  5  billion  dollars  worth  of  foreign  currencies 
in  a  week.  (That's  just  New  York.)  We  also  have  foreign  exchange 
offices  in  Brussels,  Frankfurt,  Lx)ndon,  Paris,  and  Zurich.  And 
>\e  are  in  constant  communication  with  all  of  them. 

Ou    '^orld-wide  services* 

'  has  trancs  in  Switzerland  .u'u  needs 
■xchansie  traders  help  set  lo  it  that 
""li^""'.    '    '"  -in:^  in  the  translati(> 

JA'KlloreiRni  onoof  i he  services  i  nical 

il  UlVlSlOii. 


Services  that  also  include  financing  plant  acquisitions  and 
pansions,  as  well  as  sophisticated  international  financial  conce] 

If  you'd  like  more  details,  speak  to  your  Chemical  Ba 
representative.  He  can  help  you  take  advantage  of  the  1 1  billi 
dollars  we  ha\'e  invested  in  the  world. 

Our¥^rid-wide  offices. 

Main  Office:  New  York.  Branch  Offices;  Brussels,  Frankf 
London,  Paris,  Zurich,  and  Nassau.  Representative  Offices 
Beirut,  Madrid,  Bogota,  Buenos  Aires,  Caracas,  Rio  de  Jane 
Sao  Paulo,  Mexico  City,  Hong  Kong,  Manila,  and  Tokyo.  Co 
spondent  banks  in  over  185  nations. 

ChemicalBaink 

We  do  more  for  your  money. 


BURLINGAME 

APR  14  1972 
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Total  Transportation  means 
involvement  m  everything  that 
moves.  Indnding  peoide. 


Three  years  ago,  we  announced  our 
intentions  of  entering  the  bilhon-dollar 
modular  housing  industryi 

Some  people  wondered  what  the 
world's  largest  truck  trailer  manufacturer, 
a  company  known  best  for  its  experience 
in  over-the-road  transportation  eguipment, 
was  doing  in  housing. 

They  found  out  a  surprisingly  short 
time  later  when  we  unveiled  our  first 
modular  home.  It  was  the  result  of  apply- 
ing over  half  a  century's  experience  in 
other  forms  of  manufacturing  to  the 


booming  new  housing  industry. 

And  today,  you'll  already  find 
Fruehauf  modular  homes  in  two  new 
townhouse  communities.  Homes  that 
reflect  that  manufacturing  know-how. 
Built  solidly  from  top  to  bottom,  they're 
designed  to  outlast  the  mortgage. 

At  Fruehauf,  Total  Transportation 
means  a  lot  more  than  just  truck  trailers. 
It  means  carefully  charted  expansion 
plans  that  have  taken  us  into  new  and 
challenging  fields  like  railcars,  container 
handling  eguipment,  ship  repairs  and 


conversions  and  modular' housing. 

To  find  out  more  about  Fruehauf 
and  Total  Transportation,, 
send  for  our  annual 
report.  Just  write:  Fruehauf 
Corporation,  Department 
FO-42,  10900  Harper,  Detroit, 
Michigan  48232. 


TWANSPOftTATION 


IVudiaiif 


Working  for  National  ought  to  be  a  snap. 

Alter  all,  we're  not  one  of  the  big  boys 
in  the  business,  right? 

Wrong. 

In  fact,  it's  staggering  to  realize  that 
we've  actually  got  more  new  Chevys  than 
iuiyone  else  in  the  world.  Clean,  shiny 
'72  Chevys.  (Not  to  mention  our  other 
fine  cars.) 

That  means  that  most  every  day  uj> 
wiirds  of  fifty  thousiuid  businessmen  and 
Sixlesmeii  ;uid  vacationers  and  you  name 
'ems  can  count  on  us  to  put  them 
on  the  road. 

It's  exhausting. 

Because  with  National  there's  no 


fooling  iiround. 

Doesn't  matter  if  we're 
renting  you  a  car  in  Orinda,  California 
or  Boston,  Massachusetts,  there's  only  one 
way  to  do  it.  The  right  way. 

Keeping  customers  waiting,  that's  a 
no-no.  So  those  rental  forms  have  to  be 
filled  out  fast,  fast,  fast. 

And  all  those  Green  Stamps  we  have 
to  count  out.  It's  not  enough  to  be 
like  everyone  else  iind  just  smile  iind 
say  thanks. 

No,  we  have  to  smile  and  say  thiuiks 
with  S&H  Green  Stamps: 

And  then  there  are  all  those  reservations 
we  have  to  keep  track  of.  With  business  so 


good,  you  wouldn't  tliink  that  Nationiil 
would  get  so  uptight  about,  well,  goof  in 
a  reservation  now  and  then. 

With  us,  though,  reservations  are  sacr 

As  you  can  see,  it's  no  cinch  working 
a  company  that  does  tilings  the  way 
NationiJ  does. 

But  they  figuie  that  the  more  you  ha' 
to  offer  the  more  people  will  take 
advantage  of  what  you  offer. 

So  far,  it  looks  like  they're  right. 

To  reserve  a  car  in  the  U.S.  and 
elsewhere  in  the  world  ciill  800-32845 
toll  free.t 

Take  advantage  of  ui 


Nttiooal  Car  Rental  Sjslem  (in  Canada  it's  Tilden  Renl-A-Car).  'Valid  on  US.  rentals  only  except  where  prohibited  by  lawtln  Minnesota  call  612-944-1234  collect.    ©National  Car  Rcnl:U  Syblem,  In 
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what  kind  of  banker  carries  the 
Southeast  in  his  briefcase? 

A  C&S  banker.  Who  can  offer  you  the  best 
coverage  in  a  lock  box  program  for  that  fast-growing  area. 

It's  simply  a  matter  of  our  geography  and 
banking  ability: 

We're  one  of  the  largest  banks  in  the  Southeast— 
located  all  over  Georgia  and  headquartered  in  Atlanta— its 
transportation  hub. 

And  we  have  500  direct  send  points,  which  enable 
us  to  collect  over  1,400,000  items  per  month. 

So  our  lock  box  program  is 
fast  and  efficient. 

It's  also  accurate.  We 
averaged  only  1  error  in 
every  46,922  items  processed! 

Let  any  bank  beat  that! 

But  talk  is  cheap. 
We'll  perform  a  complete 
cash  mobilization 
study  of  your  Southeastern 
remittances— and  we'll 
level  with  you  if  we  can't 
do  a  better  job  than  you're 
getting  now. 

Call  us  and  see. 
East  of  the  Mississippi  it's  Robert  B.  Rivers  in 
New  York  (212)  753-1880  or  Kirk  P  Lynn  in  Atlanta  (404) 
588-2253.  West  of  the  Mississippi, Herb  Falkenberg  in  Los  Angeles 
(213)  388-2359  or  Peter  Isop  in  Atlanta  (404)  588-2275.For  the  Chicago 
area,  John  Hughes  (312)  329-9696. 

Let  us  show  what  we  can  do  for  you ...  in  the  Southeast. 
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The  Citizens  &  Southern  Banks  in  Georgia 


If  you  think  all  aerospace  companies  are  alike, 
look  at  it  from  a  customer's  point  of  view. 


Picture  yourself  part  of  an  airline  management 
team  considering  the  McDonnell  Douglas 
DC-9.  It's  a  logical  choice.  It  has  the  best  on- 
time  departure  record  of  any  jetliner  flying. 
That  means  punctuality  to  passengers  and 
profit  to  "your"  airline.  nThe  DC-9,  like  our 
new,  wide-cabin  DC-10,  is  a  product  in  demand 
—one  that  will  be  in  production  for  many  years 
to  come.  And  that's  good  news  for  everyone  — 
for  airlines  and  their  passengers,  and  for 
McDonnell  Douglas,  n  Now,  put  yourself  on 
the  budget  committee  of  a  space  agency  — in 
the  U.S.  or  a  friendly  foreign  country  — and 
consider  our  Delta  launch  vehicle.  Since 
1960,  Deltas  have  continued  to  lower  the  cost 
of  putting  a 
satellite  into  orbit. 
That's  a  bonus  for  you. 

a  Giving  customers 
more  for  their  money  is 
one  reason  why 
McDonnell  Douglas 
consistently  stands 
high  among  aerospace  firms. 


Another  is  diversification  — but  with 
a  difference.  Unlike  many  multi-product 
companies,  we  strive  to  diversify  from 
within.  D  For  example,  using  in-house 
capabilities,  we  developed  EROS,  a  system 

to  prevent  mid-air 
collisions.  D  From 
still  another  area 
of  demonstrated 
competence  we  created 
Dragon,  a  new,  rocket-powered  anti-tank 
missile  for  U.S.  infantrymen,  n  We  even  took 
our  internal  data  processing  skills  and 
facilities  and  turned  them  into  a  profit-making, 
nationwide  computer  utility,  n  We're  applying 

this 
success 
formula  to  a  variety  of  markets 
both  within  and  outside  of  our 
traditional  aerospace  fields.  Can  we 
show  you  how  well  it's  working?  Write: 
Annual  Report,  Box  14526, 
St.  Louis,  Missouri  63178. 
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MEGALOPOLIS 
U.S.A. 


Megalopolis,  the  continuous  industrial  and  urban  corridor  from  Boston  to 
Washington,  is  the  nation's  prime  area  for  industrial  expansion  and 
location. 

Maryland  Is  In  Megalopolis,  but  with  a  difference!  Maryland  combines 
Industry's  needs  for  quick  transportation,  a  major  port,  proximity  to 
Washington  and  the  other  metropolitan  areas  with  one  priceless 
ingredient  —  livability. 

We  want  to  tell  you  about  Maryland's  labor  training,  financing,  tax 
benefits  and  resources  —  but  we  also  want  to  tell  you  about  the  superb 
recreational  aspects  of  this  great  little  state  with  majestic  mountains, 
lush  valleys,  the  incomparable  Chesapeake  Bay,  and  the  broad  Atlantic 
Ocean.  Maryland  has  it  all. 

Maryland  Division  of  Economic  Development 

Suite  FS-52,  State  Office  Building 
Annapolis,  Maryland  21401  •  (301)  267-5514 


Placid  Green  Spring  Valley  lust  outside  Baltimore. 


1962.  IBM  plugs 
CalComp  into  IBM. 

1972.  A  new  plug. 


It  happened  at  the 
Seattle  World's  Fair.  IBM 
displayed  an  early  CalComp 
drum  plotter.  Driven  by  their 
1620  computer. 

They  knew  a  good 
combination  even  then. 

What's  happened  since 
is  history.  A  lot  of  people 
have  been  plugging  CalComp 
disk  drives  and  plotters  into 
just  about  every  computer 
IBM  makes. 

And  because  we've  been 
in  and  around  the  computer 
room  for  a  long  time,  you 
would  expect  us  to  provide 
you  with  a  superior  tape 


drive  system,  as  well. 

We  just  have. 

Our  new  plug.  The  1040 
Tape  System. 

As  you've  come  to 
expect,  our  lease  prices  are 
lower  than  IBM's.  And  our 
terms  are  more  flexible. 

The  equipment,  itself— 
like  our  disk  drives  and 
plotters— is  IBM  compatible, 
designed  to  grow  with  your 
needs,  and  fully-serviced. 
Everywhere. 

For  information 
about  the  new  1040  tape 
system,  write  California 
Computer  Products,  Inc., 


Dept.  FB-M4-72,  2411  West 
La  Palma  Avenue,  Anaheim, 
California  92801.  Or  call 

(714)  821-2011. 


Brazil's  astonishing  economic  strength. 

You  can  participatein  it 

through  Manufacturers  Hanover 

anditsnewinvestment  banic  affiliate 

inSaoPdulo. 


Over  the  past  three  years, 
Brazil's  economy  has 
grown  27%. 

Manufacturers  Hanover, 
with  its  representative  office 
in  Sao  Paulo,  has  helped  — 
acting  as  lead  bank  in  arranging 
loans  for  government  agencies 
totalling  over  $225  million. 

For  projects  like  subways 
in  Rio  de  Janeiro  and  Sao  Paulo 
($39,000,000).  Railroad  net- 
works such  as  Rede  Ferroviaria 
Federal  and  Ferroviaria 


Paulista  ($64,000,000).  And  an 
international  airport  for  Rio 
($99,000,000). 

To  further  broaden  its 
lending  capacity  in  Brazil, 
Manufacturers  Hanover 
recently  became  a  partner  in 
Banco  de  Investimento  Andrade 
Arnaud  S.A.,  an  investment 
bank  associated  with  one  of 
Brazil's  fastest  growing 
financial  groups,  the  Andrade 
Arnaud  Group. 

Through  Banco  de 
Investimento  we  extend  our 
services  to  private  corpora- 
tions which  maintain  branches 
and  subsidiaries  throughout 
Brazil . .  .function  as  an  active 
source  of  working  capital . . . 
and  act  as  underwriter  in  the 
local  market,  providing  venture 
capital  for  new  as  well  as 
established  companies. 

In  Brazil's  fast-moving 
economy,  you  need  an  inter- 
national bank  that  can  move 
fast  for  you  —  with  financial 
strength  and  facilities. 
Manufacturers  Hanover. 


MANUFACTURERS  HANOVER 


WORLDWIDE  FACILITICS:  Bangkok  •  Roitut  •  Bogota  •  Buenos  Aires  •  Caracas  •  Franklurl  •  London  •  I  ima  •  Madrid 
•  Manila  •  Mexico  City  •  New  York  •  Paris  •  Rome  •  Sao  Paulo  •  Sydney  •  Tokyo  •  AfFILIATLS:  Manufacturers  Hanover  ltd  . 
London  •  Banco  de  Investimento  Andrade  Arnaud  S  A  ,  Sao  Paulo  •  Financeira  Andrade  Arnaud  S  A  .  Sao  Paulo  •  SUBSID- 
IARIES Banque  d'Escornpte  et  de  Travaux.  Brussels  •  Commercial  Export  Credit  Company.  London  •  Manufacturers  Hanover 
Executor  S  Trustee  Company,  Ltd. 
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Side  Lines 


Does  Poppa  Know  Best? 

Time  and  time  again,  Kennecott  Copper  had  said  "no"  when  we  asked 
for  their  cooperation  in  doing  an  article.  In  the  beginning  we  were  told 
simply  that  they  were  publicity  shy.  Later  the  excuse  was  they  didn't 
want  to  risk  saying  anything  that  might  jeopardize  theii'  struggle  to 
hold  on  to  Peabody  Coal.  It  wasn't  just  Forbes,  they  said;  they  didn't 
want  to  talk  with  anij  publication. 

Earlier  this  year  we  tried  again,  and  this  time  the  rejection  was 
much  blunter.  "You  see,"  said  Kennecott's  new  public  relations  boss, 
W.H.  (Sandy)  Jones,  "we  read  that  story  you  did  on  Anaconda 
[Forbes,  Jan.  15]  and  we  didn't  like  it." 

Now,  there's  plenty  else  to  write  about.  We  could  have  shrugged 
our  shoulders  and  walked  away,  but  that  would  have  been  walking 
away  from  our  duty  as  we  see  it— which  is  to  decide  what  is  important 
for  our  businessmen  readers  and  then  get  the  story  for  them. 

Senior  Editor  James  Cook,  a  17-year  veteran,  went  patiently  to  work. 
He  read  everything  he  could  find,  talked  with  competitors,  government 
officials,  geologists,  security  analysts.  He  found  out  some  very  good 
things  about  Kennecott.  He  also  found  out  some  disturbing  things.  Both 
sides  are  in  the  story  that  begins  on  page  32  in  this  issue. 

To  the  end,  we  were  faced  with  a  closed  door  at  the  company.  Ken- 
necott did  agree  to  consider  some  questions  in  writing,  but  the  answers 
came  late  and  were  mostly  meaningless  and  sometimes  inaccurate.  For 
example,  in  reply  to  our  question  about  the  tax  situation  as  regards  the 
Peabody  acquisition,  Kennecott  replied  only  that  it  was  "an  advanta- 
geous transaction  from  the  viewpoint  of  the  Kennecott  stockholder." 
Poppa  knows  best! 

We'd  like  to  pose  one  more  question  to  Kennecott— and,  perhaps,  to 
the  Securities  &  Exchange  Commission.  During  the  period  Kennecott 
was  turning  reporters  away,  it  was  talking  to  security  analysts.  How 
frankly,  we  don't  know;  but  they  were  talking.  Our  final  question  is  this: 
Is  it  consistent  with  the  philosophy  of  full  and  prompt  disclosure  to 
talk  privately  with  analysts  from  particular  firms  and  institutions,  but 
not  to  the  press? 

New  Head  Ad  Man 

We  kept  the  job  of  director  of  advertising  of  Forbes 
open  for  two  years.  We  could  have  filled  it  a  hundred 
times,  but  we  wanted  exactly  the  right  man.  Now,  fi- 
nally, we've  found  him.  And  guess  where?  At  Forbes, 
of  course.  He's  Steve  Nicoll.  Before  his  promotion, 
Steve  was  our  New  York  advertising  manager.  He 
came  to  Forbes  from  the  hlew  York  Post's  advertising 
department.  "You  can  forget  what  I  did  until  I  went 
into  the  advertising  business,"  he  says.  Steve  is  41, 
married  and  has  two  children,  Judy,  19,  and  Bobby, 
who'll  be  16  in  June.  He  lives  in  Oceanside,  L.I., 
and  when  he's  not  working,  you'll  find  him  playing 
tennis  or  sculpting.  He's  pretty  good  at  both,  but  he's 
even  better  at  the  advertising  business.  That's  why 
he  got  this  job.  ■ 


Steve  Nicoll 
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The  Blind  Guess* 

He  always  stands  in  the  way  of  prosress. 

You  want  to  improve  operations.  But  the  data  your 
insurance  company  sives  you  is  too  seneral. 

You  can't  see  the  problem  areas.  And  end  up 
makins  decisions  on  a  hit-or-miss  basis. 


EndH. 


With  IRIS.  CNA's  Industrial  Risk 
Information  System. 

IRIS  breaks  down  information  the  way 
you  need  it. 

Then  tosether  we  can  identify  your  problem 
areas. 

Engineering  and  claims  consultants  can  stop 
searching  for  them.  And  start  solving  them 

Without  the  Blind  Guess. 

He's  just  one  of  the  ways  your  insurance 
can  lag  behind  your  business. 

And  just  one  of  the  Insurance  Lags  we 
can  help  you  beat. 

Contact  your  CNA  agent.  Or  write 

*■  C/\//\.  /insurance 

')bur  way  to  beat  tfie  Lags 


■.^^S^ 


''C7\/f^ /insurance 
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Trends 

&.  Tangents 


WASHINGTON 


Leffer  of  fhe  Law 

What's  a  taxpayer  to  do  when 
his  position  is  technically  out  of 
line  with  Federal  law?  Quote  the 
Bible,  says  Commerce  Clearing 
House,  citing  a  recent  federal 
court  suit  where  a  citizen  wanted 
the  court  to  grant  him  dependency 
exemptions  for  his  children  even 
though  he  was  not  entitled  to 
them  under  a  strict  interpretation 
of  the  law.  Asking  the  court  "to 
consider  his  case  in  the  words  of 
the  Apostle  Paul,"  he  referred  to 
Paul's  second  letter  to  the  Corin- 
thians: "Not  of  the  letter,  but  of 
the  spirit;  for  the  letter  killeth,  but 
the  spirit  giveth  life. "  The  court 
awarded  the  exemptions.  The  tax- 
payer's name?  Prophit,  what  else? 


FOREIGN 


Who  Lisfens? 

Europe's  Common  Market  is  a 
"highly  restrictive  trading  bloc," 
said  Britain's  Opposition  leader  and 
former  Labour  Prime  Minister  Har- 
old Wilson  in  a  recent  lengthy 
speech  to  the  American  Chamber 
of  Commerce  in  London.  Wilson, 
an  outspoken  foe  of  Britain's  EEC 
entr\'  on  the  terms  negotiated  by 
Prime  Minister  Edward  Heath, 
added:  "President  Nixon  has  had 
many  successes,  but  breaking  down 
trade  barriers  in  Europe  has  not 
been  one  of  them."  Wilson  refused 
to  elaborate,  but  political  pundits 
guessed  he  was  seeking  U.S.  back- 
ing for  his  sagging  political  career. 


BUSINESS 


How  Dry  I  Am 

California  is  the  nation's  freeway 
capital,  so  it  should  know  what  it's 
doing  when  it  builds  a  new  free- 
way, right?  Wrong.  The  Division 
of  High\\a\s  just  opened  a  184- 
mile-long  stretch  of  Interstate  5, 
between  Los  Angeles  and  San 
Francisco,  which  is  the  state's  and 
possibly  the  country's  longest  single 
freeway  project.  Also  the  longest 
without  service  stations,  motels, 
restaurants  and  such.  Hundreds  of 
cars  ran   out  of   gas   the  first  few 


days.  Oil  companies  are  working 
feverishly  to  build  stations,  but 
hold  out  no  hope  before  August. 

The  End  of  Credif  Cords? 

Just  when  credit  card  profitabil- 
ity seems  at  hand,  along  comes  a 
think-tank  economist  predicting 
that  credit  cards  will  be  extinct 
by  1980.  By  then,  says  Ray 
Zablocki  of  Stanford  Research  In- 
stitute, losses  on  general-purpose 
credit  cards  will  overwhelm  the 
industry.  He  estimates  that  credit 
card  companies  now  lose  up  to  half 
of  their  gross  profits  because  of 
theft  and  other  abuses.  In  Illinois 
alone  a  recent  legislative  study  in- 
dicated losses  from  credit  card 
thefts  top  $7  million  a  year. 

Farewell  to  Smudge  Pofs 

Smudge  pots,  once  an  orchard 
keeper's  first  line  of  defense  againt 
killing  frost,  are  going  the  way  of 
the  kerosene  lantern.  Replacing 
them  are  wind  machines,  giant 
fans  to  break  up  layers  of  cold  air 
and  prevent  frost  from  forming. 
One  reason  for  the  demise  of  the 
smudge  pot  is  antismog  laws.  An- 
other is  the  trend  to  large  farm 
corporations,  which  can  better  af- 
ford the  $7,()00-to-$20,00()  price 
tag  of  a  wind  machine.   ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To'order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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The  only 
trouble  with  a 

fifteen  year  old  Scotch 
is  that  it  takes 

fifteen  years  to  make  it. 

Fifteen  year  old  Scotch  is 
Scotch  at  its  best. 

Yet  very  few  people  have 
ever  had  the  opportunity  of 
drinking  a  fifteen  year  old 
Scotch.  And  for  a  very  simple 
reason. 

Today  Scotch  is  so  popular 
that  very  few  profit-minded 
businessmen  are  willing  to 
wait  fifteen  years  for  their 
Scotch  to  fully  mature,  when 
without  too  much  difficulty 
they  can  sell  a  five  or  eight  or 
twelve  year  old  Scotch. 

But  we  go  back  over  200 
years  to  when  making  Scotch 
was  as  much  a  work  of  love  as 
anything  else. 

And  so  it  is  that  we  are 
pleased  to  present  a  Scotch 
made  the  way  Scotch  was  made 
in  another  day  and  age. 
Fifteen  year  old  Royal  Ages. 

Royal  Ages  is  another 
experience  in  Scotch. 
Unbelievably  comfortable  to 
the  experienced  palate.  A 
smootn,  calm  tasting  Scotch 
with  not  the  slightest  hint  of  a 
rough  edge. 

It  is,  m  short,  Scotch  at  its 
best. 

Fifteen  year  old  Royal 
Ages.  We  are  pleased  to  present 
you  with  the  opportunity  to 
drink  it. 

Royal  Ages 

Fifteen  years  of 
breeding. 


86  Proof. 

15  Year  Old  Blended  Scotch  Whisky. 

The  Paddington  Corp.,  N.Y.  10020 
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i*Pl^^^    ^.^         *^.^J.        In  42  ofthe  United  states,  Continental 
I  l|^^    ^TIIII^^T        Telephone's  direct  distance  dialing 
■  ■    "^^    ^^%^1%^1         serviceand  touch-tone  phones  do 

strange  and  wonderful  things  to  people. 
Like  turning  strong  silent  types  into  warm 
conversationalists.  And  changing  far- 
flung  RFD  families  into  coast-to-coast 
callers— at  the  drop  of  a'pitchfork. 

And  whenever  our  customers  get  the 
urge  to  talk— next  d'oor  or  to  the  next 
country— they  find  it  convenient  to  have 
Continental  Telephone  on  hand.  Our  System  is  composed  of  hundreds  of  local 
phone  companies  serving  friends  and  neighbors,  about  1,900,000  of  them.  Some- 
times in  places  where  there  might  not  be  anyone  around  for  miles,  except  by 
phone.  Places  like  Big  Timber,  Montana;  Snowflake,  Arizona  and  Bonifay,  Florida. 

Chalk  it  up  to  the  up-to-the-minute  telecommunications  network  we're  con- 
stantly expanding  and  improving  throughout  Continental  territory.  To  the  tune  of 
$183  million  in  capital  expenditures  last  year— $205  million  budgeted  this  yean 
That's  building  solid  growth  through  better  service. 

The  quiet  American  isn't  quiet  anymore.  Whether  he's  in  Lockport,  New  York 
or  Virginia  Beach,  Virginia  he's  on  one  end  of  a  Continental  telephone  line. 


American 
isn't  quiet 
anymore. 


© 


Continental  Telephone 

For  further  information 
send  for  our  annual  report. 
Write  to 

Dulles  International  Airport 
PC  Box  17409 
Washiington,  DC  20041 


If 


\ 


y. 


'{-• 


'%  ■**.  ■  f . 


.  ^J^  *'*'F'lr^f«P,, 


/ 


IT 


Doi^t  get  caught  with  your  security  down. 
Call  in  the  professionals. 


utting  plainclothes  investigators  to  work  on  an  internal 
ecurity  problem  can  be  a  touchy  affair.  It's  a  job  for 
inkerton's,  the  professionals. 

Our  investigators  use  the  latest  techniques  to  un- 
over  and  eliminate  every  kind  of  internal  profit 
rain.  We  can  find  out  what's  happening  to 
missing"  inventory.  Expose  lax  supervision, 
abotage,  drinking  or  drug  abuse. 

We  can  keep  an  eye  on  employees  away 
om  your  building.  Tell  you  what  new  job 
Dpiicants  are  really  like.  Get  the  whole  story 
n  suspicious  insurance  claims. 

From  the  industry's  best  equipped  group  of 
jcurity  specialists,  we  can  also  provide  the 
liformed  guards  you  need  —  male  or  female, 
ne  or  one  thousand,  part-time  or  around 
16  clock.  Probably  for  a  lot  less  than  your  present 
jcurity  costs. 

Through  nearly  100  offices  across  the  U.S.  and 
anada,  we  serve  multi-facility  companies  with 
ne  money-saving  contract.  And  assure  them  of 
Tiformly  high  standards  of  security. 


Find  out  why  four  out  of  five  "Fortune  500"  com- 
panies count  on  Pinkerton's,  the  world's  oldest  and 
argest  security  agency.         ^^      ■  ^ 

Just  send  the  coupon  to:   P|Ml#A|I^^M(i|V 

the  professionals 


PINKERTONS,  INC.  ^^^^ 

100  Church  Street,  New  York,  N.Y.  10007 

PINKERTON'S  OF  CANADA  LIMITED 

1980  Sherbrooke  Street  W.,  Montreal  25,  P.Q. 

Send  me  your  free  brochure,  "24  STEPS  TO  TOTAL  SECURITY." 

Tell  me  more  about  your: 

D  Internal  Surveys  D  Applicant  Investigations 

n  Insurance  Claims  Investigations       D  Surveillance 

D  Total  Security  Analysis  D  Retail  Security  Services 


Name/Title. 

Company 

Address 

City 


_ state - 


-Zip. 


\buVe  spent  a  lot  of  years 
picking  your  Bourbon. 

Give  Benchmark  a  few 
minutes  to  change  your  mind. 


That's  all  it  might  take. 

Because  we  think  Benchmark  tastes  better  than 
any  Bourbon  you've  ever  tasted,  including  your  own. 
No  matter  what  brand  you're  drinking  now. 

You  see,  Seagram  craftsmanship  (American 
craftsmanship  at  its  best)  created  the  distinctive 
taste  of  Benchmark.  So  we're  pretty  confident. 

Spend  a  few  minutes  tasting  Benchmark  Bourbon. 
You'll  taste  the  difference. 


READERS  SAY 


.  L.».M,™«n  KtNIUCK*  STRAIGHT  BOURBON  WHISKEY.  86  PROOF.  JOSEPH  E.  SEAGRAM  &  SONS,  LOUISVILLE,  KY 


16 


Uncovering  (Miss)  Sweden 

Sir:  Your  story  on  Sweden  (Apr.  1) 
was  informative,  penetrating,  thought- 
provoking.  But  I  bet  people  pay  more  at- 
tention to  the  cover  than  to  the  article. 

—J.  M.  Walker 
New  York,  N.Y. 

-  Sir:  Your  Apr.  1  cover  of  Miss  Swe- 
den belongs  on  Playboy  rather  than  on 
Forbes. 

—Elizabeth  Kelnhofer 
Milwaukee,  Wis. 

Sir:  I  suspect  that  your  business  "cool" 
is  a  fagade  under  which  beats  a  secret 
heart  of  male  chauvinism. 

— Marcy  Makidon 
Mesquite,  Te.x. 

Sir:  Insulting  to  women. 

—Ms.  V.  E.  GrvENS 
Gahanna,  Ohio 

Sir:  Definitely  not  the  type  of  illustra- 
tion that  I  want  sitting  around  before  the 
eyes  of  my  youngsters  and  their  friends. 
-Robert  C.  Bruce 
Milwaukee,  Wis. 

No  Compensaf/on 

Sir:  You  reported  that  Jakob  Isbrandt- 
sen  (Mar.  15)  is  "earning  a  relatively 
modest  living  as  chairman  of  Manhat- 
tan's South  Street  Seaport  Museum."  Mr. 
Isbrandtsen  has  received  no  pay  or 
benefit  for  his  devoted  work  over  these 
past  five  years  as  chairman  of  the 
museum. 

—Peter  Stanford 

President 

South  Street  Seaport  Museum 

New  York,  N.Y. 

Canada  nof  Part  of  U.S. 

Sir:  As  a  Canadian,  I  must  protest 
your  Mar.  1  cover  cutline  "Canadian  Pa- 
cific—America's Model  Railroad."  Don't 
yon  really  mean  "North  America's  Mod- 
el Railroad"? 

—Nelson  Lawson 
Trenton,  N.J. 

No  Loopholes  for  Foreigners 

Sir:  I  was  dismayed  my  comments 
should  be  taken  out  of  context  ( Mar.  1 ) . 
I  am  quite  unaware  of  any  loopholes  [in 
U.S.  banking  laws]  favoring  tlie  for- 
eigner, or  of  any  greater  freedom  en- 
joyed by  foreign  banks  in  respect  to  lend- 
ing limits.  If  the  abilit\'  of  a  foreign 
bank  to  accept  dollar  deposits  (an  abil- 
t>'  which  we  do  not  enjoy  as  a  mere 
agency)  facilitates  imports  into  the  U.S., 
it  also  facilitates  exports  from  the  U.S.; 
for  the  foreign  sellers  must  earn  dollars 
if  they  wish  to  buy  in  the  U.S.  There  is 
nothing  inadvertent  in  the  U.S.  decision 
to  allow  foreign  banks  access  to  local 
markets,  just  as  foreign  countries  per- 
(Continued  on  page  102) 
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f  a  man  in^r  position 

sift  smoke. . . 
he  may  save  hundreds 

on  his  insuranca 


late  Mutual,  the  company  that 
eered  lower  rates  for  non-cigarette 
king  men  and  women,  is  convinced 
smokers  make  better  life 
ranee  risks  And  we're  passing  the 
fits  on  to  you 

you  qualify  and  haven't  smoked 
^ettes  (pipes  and  cigars  are  accept- 
in  at  least  a  year,  you  can  save  up 
"Goff  our  regular  whole  life  premium 
/  year.  The  more  coverage  you  buy, 
nore  money  you  save 
e  non-smoker  policy  could  save 
company  hundreds  of  dollars,  too. 
can  use  it  to  fund  a  buy  and  sell 


agreement,  insure  a  key  man  or  solve 
many  other  practical  business  problems. 

We  also  have  a  non-smoker  disability 
income  plan  that  offers  cost  savings. 

With  all  this  in  mind,  can  you  really 
afford  to  ignore  this  coupon?  Get  the 
whole  story.  Read  it  in  our  informative 
brochure,  or  listen  to  it  on  a  convenient 
cassette  tape  we'll  send  you  free. 
We'll  also  include  a  helpful  magazine 
article  that  covers  many  other  ways 
non-cigarette  smokers  can  save  money. 

State  Mutual  of  America 

WORCESTER,  MASSACHUSETTS  01605 


Department  A-3 
State  Mutual  of  America 
440  Lincoln  Street 
Worcester,  Mass  01605 


Gentlemen   Id  like  to  get  the  word  on 
_,,   State  Mutuals  Non-Smoker  policies. 

Please  send  me 
Q  Cassette  tape  □  Brochure  (check  one) 


Company 


Address 
Ply 


I    Stale 


_Zip_ 


Smoker  Policies:  another  example  of  forward  thinking  from  the  member  companies  of  The  America  Group 

MUTUAL  OF  AMERICA  Individual  and  Group  insurance  including  Lite.  Health  and  Annuities  •  HANOVER  INSURANCE  Multiple  lines  properly,  casually,  bonding' 
ice  •  HANOVER  LIFE  Stock  hie  insurance  company  lealunng  Individual    lile  and  health  products  •  CITIZENS  MUTUAL  A  Michigan 
!  lines  insurer,  oflering  Workmen  s  Compensation,  liability  and  property  insurance  •  WORCESTER/GUARANTEE  MUTUAL  Properly  insurance 
ties  ollering  personal  and  commercial  coverages  •  BEACON/AMERICAN  SELECT  RISK  Ohio-based  properly  and  casually  insurance  com 
•  CALIFORNIA  COMPENSATION  California  company  specializing  in  Workmen's  Compensation  •  MASSACHUSETTS  BAY  Multiple  lines 
y  and  casualty  company  •  AMGRO,  INC    A  premium  finance  company  •  COLONIAL  MANAGEMENT  Boston-based  investment  counseling  company 

E  MUTUAL  LIFE  ASSURANCE  COMPANY  of  AMERICA, Worcester.  Mass  01605,  Investing  over  $3  million  a  week  in  American  enterprise 


'THE 
igkMERICA 


If  Fulton  hadnH  gone  to  Livingston, 
his  steamboat  might  have  gone  down  the  drain. 


It  took  a  lot  of  money  to  send  the  Clernnont  up 
the  river.  A  lot  of  nnoney  and  a  lot  of  decisions. 

Luckily,  Robert  Fulton  could  talk  to  sonneone  with 
pull.  Robert  R.  Livingston,  a  financier  who  happened  to 
be  the  Annerican  Minister  to  France.  So  when  he  needed 
advice  and  investment  help,  he  got  it  right  on  the  spot. 

And  we  think  it  should  be  the  same  with  a  bank. 

When  you  need  a  loan,  it's  best  to  talk  to  someone 
with  authority.  Someone  who  can  make  executive 
decisions  without  a  lot  of  red  tape.  And  that's  the  kind  of 
service  you'll  get  at  Marine  Midland  Bank. 

We've  found  that  when  businessmen  and 
top-level  bankers  get  together,  things  run  smoother. 
Transactions  are  quicker.  And  most  importantly, 
we  can  make  decisions  as  soon  as  problems  arise. 

So  no  matter  who  you  are,  you  can  still  start  at 
the  top.  Our  executives  are  always  ready  to  sit  down 
and  talk  to  you.  And  advise  you. 

Because  it's  the  best  way  to  get  some  of  your 
ideas  moving. 


It's  not  what  you  ask.  It's  who  you  ask. 
Marine  Midland  BanksJ 

OVER  275  OFFICES  THROUGHOUT  NEW  YORK  AND  OVERSEAS. 


T 


Is  this  how  you 
really  see  us? 


Some  picture  Flying  Tiger 
as  just  another  non-sked  airline  run 
by  ex-WW  II  pilots. 

Perhaps  our  image  hasn't 
kept  pace  with  our  development. 

We've  grown  into  an 
international  carrier,  serving 
eight  nations  with  regular 
schedules.  For  years  we've  been 
the  world's  largest  all-cargo 
airline.  With  this  as  a  base,  we 
formed  Flying  Tiger  Corporation 
in  mid-1970  and  then 
acquired  a  large  leasing 
operation  early  in  1971.  The 
profit  chart  below  shows  our 
progress  before  and  after 
the  change. 


During  this  period 
stockholders'  equity  has 
risen  from  $39  million  to 
$135  million;  book  value 
per  common  share  from 
$4.94  to  $11.75.  Assets  more 
than  tripled  to  $658  million. 

Our  new  Flying  Tiger 
Corporation  is  a  holding 
company— with  a  plan  and 
criteria  for  growth. 

We  bought  our  first 
leasing  subsidiary,  North 
American  Car,  because  it  fits 
our  plan  for  expansion,  it's  in 
transportation  services,  a  field 
we  know  well.  And  it  offers  us 
steady,  increasing  growth,  with  low 


labor  content.  It  acts  as  a  finan( 
conduit,  using  capital,  borrowir 
power  and  other  managerial 
resources  where  they'll  help  m( 
Through  North  Americc 
Car  we're  leasing  25,000  specie 
purpose  railroad  cars  to  blue  c 
firms  in  this  country  and  Cana 
We  lease  mostly  to  shippers  ai 
we  provide  extra  services— si 
as  maintenance  of  the  cars  a:i 
accounting  — to  help  our 
customers.  Most  leases  arel 
long-term,  revenues  are 
predictable. 

Last  October  \ 

acquired  National  Equi 

ment  Rental  and  expam 

into  the  leasing  of  jet  pK 

computers,  industrial  anc 

office  equipment.  Now  we 

serve  the  increasing  leasin 

needs  of  industry  in  the  U.S. 

and  abroad. 


FLYING  TIGER 
CORP. 


FLYIMG  TIGER 
LINE 


NORTH  AMERll 
CAR 


NAC  LEASING 
CORP. 


NATIONAL  EQUI 
RENTAL  LT 


Our  future?  Leasing  is 
taking  off  as  a  major  growth  fi 
Air  freight  is  growing  15%  ann 
and  we're  exceeding  that  rate, 
flying  scheduled  routes  to  key 
cities  in  the  U.S.  and  trade 
centers  in  the  flourishing  Far  F 

Now  when  you  see  "FI 
the  Big  Board,  you'll  know  th( 
more  to  us  than  meets  the  eye 


Flying  Ti 
Corporation  g 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


THEY'VE  BECOME  MEANINGLESS  AND   DEMEANING 


State  Presidential  primaries. 

Their  usefulness  this  year  is  in  demonstrating  their 
uselessness. 

As  he  frequently  is.  Senate  Democratic  Leader  Mike 
Mansfield  is  right  on  with  his  proposed  Constitutional 
amendment  which  would  establish  a  national  Presidential 
primary  election. 

In  past  years,  when  there  was  just  a  handful  of  states 
with  primaries  of  long  standing,  it  was  Fun  and  Games 
for  everybody  except  the  losers.  Now,  with  everybody 
getting  into  the  act,  the  states'  Presidential  primaries  are 
really  costly  Roman  circuses,  with  estimable  men  savagely 
clawing  each  other  in  local  arenas  where  pressing,  often 


local,  issues  have  to  be  embraced,  frequently  at  the  price 
of  principle. 

Mansfield's  amendment  is  being  cosponsored  by  that 
sagacious  Republican  dean,  Vermont's  George  Aiken.  It 
provides  for  a  primaiy  early  in  August  of  Presidential 
years  with  the  party  nomination  going  to  the  candidate 
polling  the  most  votes,  as  long  as  the  total  is  at  least  40% 
of  the  votes  cast.  If  no  one  receives  40%,  the  top  two 
have  a  runoff  four  weeks  later.  The  parties  would  still 
hold  the  traditional  convention  to  name  a  Vice  President 
and  adopt  a  platform. 

This  proposed  amendment  makes  so  much  sense  that  I 
suppose  it  will  be  a  long  time  happening. 


THE  ITT  TEMPEST 

Under  the  circumstances,  there  is  a  bit  of  irony  in  these  Geneen  com- 
ments on  the  Nixon  Administration  as  quoted  in  Forbes,  May  15,  1971: 


Harold  Geneen  has  his  own  company  under  iron  control 
and  it  irks  him  that  the  whole  country  isn't  in  hand  as 
well.  "Our  [censored]  Government  is  about  to  run  the 
country  down  the  drain,"  he  says,  losing  his  cool  for  a 
moment.  He  feels  the  antitrust  laws  are  hopelessly  out  of 
date,  and  he  resents  what  he  considers  is  Government's 
hostile  attitude  toward  business  at  a  time  when  foreign 
governments   vvorJc   hand-in-glove   with   their   national 


business  interests.  "Our  Government  is  supposed  to  take 
some  leadership.  I  keep  saying  in  Washington,  'You've 
got  to  put  some  dignity  back  in  business,'  and  I  mean  it. 
Dammit,  management  is  the  baling  wire  that  keeps  ev- 
erything in  place.  They  don't  quit.  They  don't  strike. 
They  just  keep  the  place  going.  Everyone  in  Government 
is  [censored].  They  haven't  the  courage  to  tell  the  kids 
you  can't  have  ice  cream  and  cookies  three  times  a  day." 


»   «   «   « 


On  the  one  hand,  ITT  is,  in  effect,  accused  of  pledging 
political  contributions  and,  "coincidentally,"  getting  a  favor- 
able settlement  of  the  Government's  antitrust  case  against 
it  ...  on  the  other  hand,  many  of  its  top  executives  are, 
in  effect,  being  accused  of  having  sold  large  quantities  of 
their  ITT  stock  before  public  announcement  of  the  settle- 
ment because  they  felt  the  settlement  would  hurt  the 
company  so   badly  the   price   of  the   stock  would   drop. 

Unless  one's  principal  interest  in  the   ITT  case  is  to 


embarrass  the  Nixon  Administration,  how  can  you  have 
it  both  ways? 


«   *   ♦   * 


Accusing  business  leaders  and  businesses  of  making 
political  contributions  to  those  candidates  who  are  not 
anti-business  is,  of  course,  as  ridiculous  as  accusing  la- 
bor leaders  and  labor  unions  of  making  political  contribu- 
tions to  those  candidates  who  support  Organized  Labor's 
point  of  view. 
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On  page  71  of  this  issue  of  Forbes,  Ian  MacGregor, 
able  Chief  of  the  clan  American  Metal  Climax,  succinct- 
ly deals  with  the  nub  of  the  cost  problem  for  lessening 
pollution. 

To  the  stunned  cries  of  many  that  we  cannot  afford 
the  costs  of  every  pollution  control  measure  proposed, 
the  rejoinder  that  we  can't  afford  not  to  halt  pollution 
is  effective  rhetoric,  but,  of  course,  provides  no  answer. 

The  MacGregor  suggestion  that  we  may  force  compa- 
nies facing  costly  pollution  control  to  flee  to  lands  which 
don't  care  is  the  only  one  of  his  comments  that  is  un- 


TOUGH  GOOD  SENSE 

sensible,  provides  no  answer.  Threats  of  moves  so  mo- 
tivated, never  mind  such  moves  themselves,  would  be 
enough  to  bring  on  instant  Congressional  shackles  for  com- 
panies doing  and  wanting  to  do  dollar-earning  operations 
beyond  our  borders. 

Proven  depolluting  techniques,  applied  with  a  measure 
of  sense,  necessity  and  compulsion,  will  run  into  $  billions 
for  the  mining  industries,  for  the  metal  fabricators,  for 
automakers  and  innumerable  others. 

Very  substantial  and  swift  tax  write-offs  are  essential 
to  cope  with  the  tab. 


SIMPLY  PUT— IT'S  TOTALLY  OUTRAGEOUS 


I  hope  the  courts  slap  down  and  keep  down  that  guy 
who  has  been  devoting  his  life  to  the  full-time  bird-dog- 
ging of  Jackie  Kennedy  Onassis  by  shoving  his  camera  in  or 
at  her  face  every  time  she  steps  beyond  her  apartment  door. 

The  case  hasn't  a  single  thing  to  do  with  freedom  of  the 


press.  It  has  everything  to  do  with  everyone's  right  to  some 
privacy  despite  fame  and  public  figurehood. 

The  whole  thing  is  a  reflection  on  the  press,  and  sup- 
pression of  it  would  in  no  way,  shape,  or  form  be  a 
repression  of  the  press. 


FOOTNOTE  ON  THE  FOUR-DAY  WORKWEEK 


Most  Forbes  Inc.  employees  have  been  on  the  four- 
day  workweek  for  several  months.  They  love  it,  and, 
from  management's  point  of  view,  the  pluses  way  out- 
weigh any  minuses. 


But,  I  am  told,  one  surprising  source  of  complaint  has 
cropped  up— for  various  and  imaginable  reasons,  it  turns 
out  that  a  number  of  wives  don't  like  their  husbands 
home  that  much. 


For  corporations  trying  to  fake  it  instead  of  make  it, 
Barron's  associate  editor,  Alan  Abelson,  has  to  be  con- 
sidered the  worst  thing  that's  happened  since  stealing 
was  made  a  punishable  crime. 

His  front-paged  weekly  comments  rain  pith-and-vigor 
salvos  on  a  wide  variety  of  eminently  deserving  targets. 

Herewith  a  few  extracts  from  just  one  recent  column: 

"Togetlier,  the  bookkeeping  change  and  the  sale  of  in- 
terests in  vineyards  contributed  70%  of  the  total  gain  in 
earnings  last  year  ....  Without  these  special  ingredients, 
on  a  per-sliare  basis  Tiburon  Vintners  would  have  shown 
lower  profits  last  year.  And  had  the  company  chosen  to  ex- 
pense, rather  than  defer,  mailing  costs,  the  evaporation 
would  have  been  complete.  In  the  current  investment 
mood,  only  a  party-pooper  would  care  to  separate  out  the 
wine  irom  the  water." 

»   «  *   # 

"Ol  somewhat  more  moment  is  the  fresli  wobble  in 
the  dollar.  We'd  venture  the  chances  for  lucking  out  this 
"spasm'  would  improve  measurably  if  the  Administration 

ONE  THING  LEADS  TO  ANOTHER 

Like  love  and  population. 


PUBLIC  ENEMY  NUMBER  ONE 

would  declare  a  moratorium  on  official  comment.  And, 
hopefully,  this  time  around  something  unfunny  won't  hap- 
pen to  the  market  on  its  way  to  1,000." 


^^ 


"Nor  do  we  sleep  better  at  night  knowing  that  the  in- 
stitution, rather  than  the  individual,  now  moves  the  mar- 
ket. The  striking  difference,  as  we've  noted  before,  be- 
tween institutions  and  individual  investors  is  that  insti- 
tutions handle  other  people's  money.  That  gives  them  a 
certain  'objectivity'  toward  taking  risks  which  the  individ- 
ual can't  afford.  On  the  other  hand,  in  the  capacity  to 
panic,  the  professionals,  time  and  again,  have  demon- 
strated they  are  easily  the  equal  of  the  odd-lotter." 
*  *  *  * 

"One  man's  speculation,  of  course,  is  another's  invest- 
ment. The  growth  cult  maintains  that  the  safest  way  to  in- 
vest is  to  concentrate  on  high-multiple  stocks  with  earn- 
ings gains  of  20%  or  so  a  year,  since  these  fast-steppers 
won't  suHer  any  diminution  in  P/Es  so  long  as  profits  keep 
climbing.  That's  about  the  equivalent  of  saying  that  the 
roof  won't  ca\e  in  so  long  as  it  stays  up." 


DISTANT  RELATIONS 

Theory  and  practice. 


—Malcolm  S.  Forbes 

Editor-in-Chief 
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What  can  your  banker  tell  you  about 
Britain  and  the  Common  IVIarket? 


Can  he  tell  you  what  advantages  and  disadvan- 
tages Britain  can  anticipate?  Can  he  tell  you  what 
long-term  gains  all  Europe  can  expect?  Can  he 
tell  you  the  immediate  effects  on  the  pound  ster- 
ling and  the  U.S.  dollar  conditions? 

AChaseman  can. 

Can  your  banker  explain  the  significance  of 
British  accession  to  the  Treaties  of  Rome  by  the 
mid-1970's?  Can  he  tell  you  what  acceptance  of 
the  common  agricultural  policy  (CAP)  will  mean 
to  international  trade?  Can  he  anticipate  the  re- 
action in  the  United  States?  In  the  U.S.S.R.? 

AChaseman  can. 

Chase  Manhattan's  huge  worldwide  network 
of  branches,  associated  banks  and  representative 
offices  reacts  quickly  to  unexpected  political  and 
economic  events.  Our  special  analysts  often  an- 
ticipate these  changes.  They  understand  what 
consequences  these  events  can  have  on  your 
international  business.  They  carefully  evaluate 
alternative  courses  of  action  for  you  to  follow. 
And  our  sophisticated  communications  network 


loses  little  time  executing  your  decisions. 

When  you  want  to  do  business  on  a  multi- 
national scale  in  Europe— or  anywhere  else  in  the 
world— speak  to  Chase  first. 

Chase  Network  Europe: 

Offices  in:  BRITAIN,  DENMARK,  FRANCE,  GER- 
MANY, GREECE,  ITALY,  SPAIN,  SWITZERLAND. 
Associated  Banks:  AUSTRIA,  Oesterreichische 
Kommerzialbank,  A.G.;  BELGIUM,  Banque  de 
Commerce;  IRELAND,  Chase  and  Bank  of  Ireland; 
NETHERLANDS,  Nederlandse  Credietbank,  N.V. 
Affiliated  Corporation:  SPAIN,  Liga  Financiera,  S.A. 

You  have  a  friend  at  ^^ 

THE  CHASE  MANHATTAN  bank!   ■ 

1  Chase  Manhattan  Plaza,  New  York,  NY.  10015/Member  F.D.I.C.    ^" 
CHASE  MANHATTAN  INTERNATIONAL  BANKING  CORPORATION 
SOOWilshire  Boulevard,  Los  Angeles.  California  90017 
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ago,  the  U.S.  Department  of 
)ortation  urged  every  state  in  the 

pt  No-Fault  auto  insurance, 
^nd  the  finger-pointing  in 
nts  To  pay  everyone  who's  injured 
latter  who's  at  fault. 
—  in  the  process  — to  hold  down 
5t  of  premiums. 

today,  only  the  two  states  shown 
opposite  page  have  passed  laws 
en  come  close  to  the  Department 


of  Transportation's  recommendations. 
(A  few  others  have  passed  laws  that 
masquerade  as  No-Fault.  But  each  is  so 
weak,  so  watered  down,  it  offers  little 
or  no  improvement  over  our  present 
horse-and-buggy  laws.) 

Fireman's  Fund,  as  a  major  insurer 
of  cars,  believes  it's  time  for  true  reform. 
Now.  Today.  In  all  50  states. 

And  if  individual  states  don't  act 
promptly,  we  believe  that  the  U.  S. 
Congress  must.  And   it  can  — by 


passing  legislation  which  sets  minimum 
standards  for  state-administered 
No-Fault  laws. 

If  you  agree,  won't  you  help?  First, 
send  for  our  booklet:  "This  Is  No-Fault," 
Box  7580,  San  Francisco,  CA  94120. 

Second,  read  what  meaningful 
No-Fault  is  all  about. 

And  third,  tell  your  legis- 
lators to  bring  it  to  you. 

To  end  this  sorry 
state  in  yo^ur  state. 


Fireman's  Fund  American  Insurance  Companies  •  An  affiliate  of  American  Express 
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Last  year  9  out  of  the  top  10 
companies  in  tiie  Fortune  5i 
coiled  on  us  for  heip. 


I  • 


When  America's  leading  corporations 
need  temporary  inelp*,  a  good  many 
call  one  of  our  companies,  Consultants 
and  Designers. 

Uniquely  capable  of  providing 
scientists  as  readily  as  secretaries,  they 
do  so  for  hundreds  of  companies  and 
government  agencies  who  don't  want 
to  add  permanent  help. 

Through  other  divisions  such  as 
Exhibitgroup,  Consultants  and 
Designers  provide  award-winning 
display  and  exhibit  services  to 
American  business  and  government. 

Technical  and  Employment 
Services— just  one  of  the  many  ways 
we're  meeting  people's  needs. 


ItCHNiC', 
MEAT  AND  PO' 
COMIi 


HE  GREYHOUND  CORPORATION 

Serving  people's  needs  in  a  hundred  basic  ways. 

'   PVICES  •  GROCtRY  PRODUCTS  •  HOUSEHOLD  PRODUCTS  •  PFRSONAl  CARE  PRODUCTS 

ON  ■  PACKAGE  EXPRESS  •  MOVING  AND  STORAGE  •  MONfY  ORDERS  •  ILASING  S  FINANCIAl 
OKERAGE  •  INSURANCE  •  RENT-A-CARS  •  FOOD  MANAGEMENT  SERVICE  •  RESTAURANTS 
'REE  SHOPS  •  PHARMACEUTICAIS  •  TOUR  PLANNING  AND  WHOlfSAlING 
Soi.icei-i/i  lli<>  Mi<(w«ir  •  Seler(i»<t  0»icc  Sfivtcttm  Iko  Wtill 


Forbes 


Gift  Horse? 


The  Administration  proposes  dipping  into  tiie  Higliway  Trust  Fund  to  help  mass  transit. 
Is  the  Voipe  plan  what  it  seems?  Or  is  it  a  disguised  victory  for  the  highway  lobby? 


Take  a  closer  look  at  what  the  Ad- 
ministration calls  a  plan  to  give  a 
break  to  mass  transportation.  Critics 
say  it's  a  quiet  way  to  perpetuate  the 
Highway  Trust  Fund  i)e\ ond  its  statu- 
tory expiration  date,  to  keep  paving 
the  U.S.  for  years  to  come,  while  mass 
transportation  gets  the  leavings. 

The  Highway  Trust  Fund  is  a  fund 
collected  from  federal  gasoline  and 
other  excise  taxes.  It's  earmarked  for 
highway  building.  No  economy  ax  can 
touch  it.  The  fund  will  spend  $4.7  bil- 
lion this  fiscal  \ear;  it  has  spent  $54.2 
billion  since  19.56.  But  it's  supposed 
to  expire  in  1977. 

Transportation  Secretary  John  A. 
V'olpe  has  come  up  with  a  plan.  Ex- 
tend the  Highway  Trust  F'und  until 
1980,  he  says,  but  use  some  of  the 
money  for  mass  transportation. 

Does  this  sound  like  what  the  en- 
vironmentalists and  anti-asphalt  groups 
have  advocated?  Well,  it  is  not. 

The  \'olpe  plan  would  add  no  new 
funding  for  the  Urban  .Mass  Trans- 
portation Administration  (UMTA).  It 
would  eliminate  separate  funding  for 
urban  transit  altogether.  In  its  place 
\'olpe  would  take  $1  billion  out  of  the 
Highway  Trust  Fund  for  fiscal  1974 
and  put  it  into  a  Single  Urban  Fund 
along  with  the  final  $850  million  of 
the  original  UMTA  authority.  After 
fiscal  1974  the  Single  Urban  Fund 
would  be  financed  solely  out  of  the 
Highway  Trust  Fund  at  a  rate  of 
$2.25  billion  a  year  from  1976  to 
1980.  (The  Interstate  Highway  Sys- 
tem would  go  on  receiving  $3  billion 
a  year  all  this  time. ) 

Isn't  this  at  least  a  start  toward  what 
the  environmentalists  and  mass  tran- 
sit advocates  want?  Not  necessarily. 
The  Single  Urban  Fund  money  would 
go  to  the  cities  and  states  for  all  forms 
of  transportation— highways  and  sub- 
ways. The  subway  people  would  be 
indeed  fortunate  to  get  their  hands  on 
half  of  it.  Even  then  the  Volpe  plan 
would  disburse  the  money  broadly  to 
communities  on  the  basis  of  popula- 
tion. While  this  sounds  reasonable  in 


Are  busM^ays  fhe  answer  fo  crowded  freeways? 


theory,  in  practice  it  would  prevent 
the  kind  of  concentrated  funding  al- 
lowed presently  under  UMTA.  As  the 
table  on  page  28  makes  clear,  the  Vol- 
pe plan  would  give  less  money  to  al- 
most every  major  metropolitan  area 
that  is  engaged  either  in  building, 
modernizing  or  planning  a  rapid  rail 
transit  system.  In  short,  the  Volpe  plan 
would  give  too  little  money  to  make 
the  choice  between  rapid  rail  and 
highway  transit  any  but  a  make-be- 
lieve choice. 

Says  an  aide  to  protransit  Republi- 
can Senator  Gordon  Allott  of  Colorado, 
who  sits  on  the  Appropriations  Com- 
mittee: "You  can  program  a  decision 
by  giving  false  choices.  The  highway 
people  present  false  choices.  They 
say  you  can  have  a  heavy  rail  transit 
system  that  costs  this  much  or  you  can 
have,  for  a  lot  less  cost,  busways." 
Mayor  Sam  Massell  of  Atlanta,  who  al- 
so serves  as  president  of  the  National 
League  of  Cities,  says  of  the  Volpe 
plan:  "This  limited  amount  of  funds 
would  not  allow  the  urgent  and  press- 
ing needs  of  Atlanta  and  similar  cities 
to  be  fulfilled." 

The  Administration  isn't  listening. 
"Our  program  provides  a  continuous 
source  of  financing  for  transit,"  ar- 
gues Transportation  Underseci  etaiy 
James  Beggs.  "Opening  up  the  trust 
fund  relates  to  long-term  financing. 
We're  addressing  a  continuous  source 
of  financing."  He  adds,  "Look,  we've 
been  told  for  years  this  is  the  thing  to 
do,   open   up   that   trust   fund.    Now 


we're  doing  it  and  they  say  it's  not 
enough."  He  echoes  Volpe 's  statement 
to  Congress:  "Now  is  the  time  to 
break  away  from  the  established  pat- 
tern of  separate  highway  and  mass- 
transit  programs." 

Such  statements  are  not  entirely 
convincing.  There  has  been  a  real 
mass-transit  program  only  in  the  last 
two  years,  or  since  Congress  passed 
the  Urban  Mass  Transportation  Act 
in  1970.  What  the  Volpe  plan  would 
do  would  simply  subordinate  the  in- 
fant program  to  the  older  highway 
program.  Not  only  would  highways 
get  money  from  the  Single  Urban 
Fund,  but  Volpe's  plan  proposes 
separate  annual  funding  totaling  $1.2 
billion  for  primary  and  secondary 
roads  and  rural  highways.  Clearly  con- 
stiTiction  man  Volpe,  who  was  the 
first  Federal  Highway  Administrator 
in  1956,  hasn't  forgotten  his  friends. 

Before  1970,  funds  for  urban  transit 
ran  at  a  token  level  while  the  high- 
ways spun  out  across  the  landscape. 
New  Jersey's  Senator  Harrison  Wil- 
liams was  a  voice  crying  in  the  wil- 
derness for  mass  transit.  He  remem- 
bers when  urban  transit  got  $60  mil- 
lion from  the  Congress  in  1965,  a  year 
when  highways  received  $4  billion. 
But  with  the  rising  consensus  of  sub- 
urban and  urban  interests,  mass  transit 
gathered  support.  In  1970  Congress 
granted  $3.1  biUion  for  mass-tiansit 
projects  through  fiscal  1974,  but 
stipulated  that  such  contract  author- 
ity must  be  updated  by  each  succeed- 
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ing  Congress  until  a  total  contract 
authorization  of  $10  billion  was  used 
up.  This  year  the  transit  lobby  hoped 
to  piggyback  an  authorization  of  $5.8 
billion  for  fiscal  years  1973  though 
1977  onto  the  original  authority  and 
thereby  provide  urban  transit  with 
some  real  money. 

"In  passing  the  1970  act  (UMTA), 
the  Congress  clearly  intended  to  es- 
tabhsh  a  ten-year  federal  commitment 
for  the  funding  of  urban  mass  trans- 
portation systems,"  Williams  wrote 
Volpe  last  month,  chastising  the  Trans- 
portation Secretary  for  not  coming  for- 
ward as  he  is  required  to  do  with 
the  Administration's  proposals  for 
funding  mass  transit.  WiUiams  feels 
that  Volpe 's  plan  would  make  urban 
transit,  specifically  rail  transit,  a  per- 
manently poor  second  cousin.  It  would 
also,  in  the  niceties  of  Washington 
maneuvering,  remove  Williams'  Senate 
Banking,  Housing  &  Urban  Affairs 
Committee  from  consideration  of  funds 
for  transit. 

Department  of  Transportation's 
James  Beggs  comes  close  to  revealing 
the  Administration's  real  priorities 
when  he  says:  "The  only  places  sub- 
ways are  needed  are  in  the  big  cities 
on  the  coasts.  Between  the  Appala- 
chians and  the  Rockies  there  are  cities 
that  are  well  served  by  their  highway 
transport." 

Such  a  statement  ignores  the  fact 
that  St.  Louis,  Minneapolis-St.  Paul, 
Pittsburgh,  Denver,  Kansas  City, 
Houston,  Dallas-Ft.  Worth,  and  even 
Detroit  are  considering  some  rapid  rail 
transit  in  their  mix  in  the  Seventies. 
Chicago  has  rail  transit  and  has  raised 
the  necessary  matching  grants  to  bring 
in  the  federal  money  for  moderniz- 
ing it.  For  mass  transit,  the  money 
comes  in  at  a  rate  of  70%  federal  for 
every  30%  local  money.  This  is  in  con- 


Less  Money,  not  More 

Big  cities  that  think  opening  up 

the  Highway  ' 

''rust  Fund  will  be 

a  windfall  for  their  mass- 

transit 

systems  are  in 

for  a  surprise.  By 

J  975  the  amount  of  money  that      \ 

they  will  get  from  Volpe' 

s  plan 

will  be  less  tl 
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Mass 

Transportation 

Administration.         1 

1971 

1975* 

(millions)                 1 

New  York  City 

$227.1 

$59.3 

San  Francisco 

225.6 

15.9 

Oakland 

Boston 

141.8 

14.1 

Chicago 

110.4 

35.8 

Pittsburgh 

96.1 

12.3 

Philadelphia 

57.2 

24.7 

Camden 

Atlanta 

30.1 

7.1 

Los  Angeles 

25.8 

36.0 

Long  Beach 

Cleveland 

22.2 

10.6 

Baltimore 

19.8 

10.6 

•Fiscal    yeor    ending 

June   30,    1975. 

trast  to  Highway  Trust  Fund  money 
which  goes  into  the  interstate  at  the 
rate  of  90  cents  federal  for  every  dime 
of  local  money. 

Yet  local  support  for  improving 
transit  systems  under  the  provisions 
of  UMTA  has  been  impressive.  "In 
Atlanta,"  says  Mayor  Massell,  "the 
voters  recently  approved  a  special 
sales  tax  earmarked  for  construction 
of  a  $1.3-billion  rapid-transit  system. 
This  system  includes  50  miles  of  rail 
rapid  transit,  a  14-mile  busway  and 
1,500  miles  of  local  feeder  buses. 
Other  metropolitan  areas  have  made 
equally  strong  commitments  to  mass 


transit."  And  Atlanta  is  not  unique. 

The  rail  transit  lobby  does  not  yet 
have  the  corporate  clout  of  the  high- 
way lobby.  Companies  involved  in  rail 
transit  include  General  Electric,  West- 
inghouse  Electric,  Budd  Co.,  Rohr 
Corp.,  the  St.  Louis  Car  division  of  ' 
General  Steel  Corp.  and  the  Westing- 
house  Air  Brake  division  of  Bendix. 
As  more  subway  money  flows,  how- 
ever, additional  companies  would  find 
they  have  a  stake. 

"  So  what  is  the  upshot  of  the  Ad-  J 
ministration's  plan?  It  probably  won't  i 
become  law  this  year.  There  just  isn't 
enough  time  for  the  Congress  to  tack- 
le such  a  complex  political  football. 
Meanwhile,  the  urban  transit  lobby 
has  scaled  back  its  request  for  fu- 
ture authorization  to  $2.9  billion  for 
fiscal  years  1973-75.  It  stands  a  good 
chance  of  getting  it.  Its  request  would 
bring  annual  authorizations  for  urban 
transit  to  $1.5  billion  when  coupled 
with  the  original  UMTA  money,  a 
level  that  would  be  29%  of  what  the 
highways  would  get  in  fiscal  1973. 
But  they  would  be  sure  of  getting  it, 
which  is  more  than  they  would  be 
under  the  Volpe  plan.  This  would  give 
the  cities  the  necessary  funding  to  go 
ahead  with  their  rapid  transit  plans 
and  programs,  while  it  would  give  the 
urban  transit  lobby  time  to  fight  for 
a  better  share  of  the  Federal  Gov- 
ernment's distribution  to  transporta- 
tion in  this  country. 

Is  it  any  wonder  the  public  is  con-  , 

fused  by  economic  politics?  The  Ad- 
ministration says  it  wants  to  break  up 
the  Highway  Trust  Fund  when  what 
it  really  wants  to  do  is  to  prolong  it. 
And  the  mass  transit  lobby  says,  no 
thanks,  we  don't  want  part  of  the 
Trust  Fund,  we'd  rather  have  our  own 
separate  funding.  Is  it  any  wonder 
there's  a  credibility  gap?  ■ 


Run  Scared  To  Keep  Ahead 

To  keep  up  its  15%  growth  rate.  Coastal  States  had 
to  run  faster  than  ever  in  a  tight  energy  marliet. 


In  just  ten  days  of  frantic  activity. 
Chairman  Oscar  S.  Wyatt  Jr.  of  Cor- 
pus Christi's  Coastal  States  Gas  Pro- 
ducing Co.  made  two  deals  recently 
and  started  one  fight-all  big.  Which 
suggests  both  the  problems  and  the 
opporlunities  facing  Coastal  States 
these  days  amid  the  growing  shortage 
of  its  primary  commodity,  natural  pas. 
The  first  big  deal  was  to  sell  Tex- 
aco a  large  share  of  Coastal  States' 
refined  products  output,  valued  in 
the  hundreds  of  millions  of  dollars, 
plus  an  option,  good  until  1975,  to 
buy  Coastal  Stales'  refinery  and  petro- 


chemical facilities  at  Corpus  Christi, 
Tex.  The  contract  scheduled  a  grad- 
ual increase  in  Coastal's  sales  to  Tex- 
aco to  100,000  barrels  daily  by  1975. 

What  Texaco  wants  is  obvious:  as- 
sured supply.  But  why  should  Coast- 
al, in  a  seller's  market,  want  to  tie  up 
a  major  part  of  its  refined  products 
business  that  last  year  accounted  for 
some  40%  of  its  revenues  and  a  some- 
what .smaller  percentage  of  its  earn- 
ings? "We  thought  this  was  a  good 
deal,"  says  Wyatt,  48,  Coastal's  found- 
er and  largest  stockholder  (12%  of  the 
shares,    wortli    about    $110   million). 


"With  this  guaranteed-spread  deal 
with  Texaco,  in  which  our  selling  price 
will  be  adjusted  to  match  any  in- 
crease in  cost,  we  know  what  our  rev- 
enues and  profits  are  going  to  be,  start- 
ing in  1973,  over  the  next  four  years. 
That's  important  for  a  growth  compa- 
ny like  Coastal.  The  other  way  you 
run  bigger  risks.  Let's  face  it,  we're 
not  a  big  factor  in  the  oil  business, 
and  our  growth  has  been  limited. 
Furthermore,  if  Texaco  opts  to  buy 
our  refinery,  we  get  a  lot  of  money 
at  one  time,  which  we  could  always 
put  to  profitable  use.  The  amount  is 
spelled  out  in  the  contract,  but  I'm 
not  saying  how  much." 

The  second  of  Wyatt's  rapid-fire 
deals  was  a  $500-million,  ten-year 
contract  to  provide  Trunkline  Gas  Co., 
a    subsidiary    of    Panhandle    Eastern 
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Pipe  Line,  with  46  billion  cubic  feet 
of  synthetic  gas  a  year.  To  fulfill  the 
contract,  Coastal  will  spend  S25  mil- 
lion over  18  months  building  a  plant 
needed  to  make  the  synthetic  gas  out 
of  naphtha.  The  selling  price— $1.10 
per  thousand  cubic  feet,  about  2  to 
2y'2  Hmes  that  of  current  natural  gas 
price  in  Texas— has  \\'\att  practically 
licking  his  chops:  "Let's  just  say  that 
I  think  we  will  earn  a  fine  return  on 
the  deal  and  that  it  won't  hurt  our 
return  on  equity." 

He  may  even  get  an  extra  bonus.  In 
making  the  deal,  Wyatt  had  thought 
that  the  contract  with  Trunkline  would 
come  under  Federal  Power  Commis- 
sion regulation.  But  last  month,  in  a 
similar  case,  an  FPC  examiner  recom- 
mended exempting  synthetic  gas  from 
the  need  for  FPC  certification. 

It's  an  important  opportunity  for 
Coastal.  Coastal  has  been  able  to  move 
quickly  by  limiting  itself  primarily  to 
intrastate  sales.  Not  only  is  there 
more  price  regulation  at  the  interstate 
level,  but  deals  are  discouraged  by 
long  delays.  Now,  says  Wyatt,  "The 
interstate  market  starts  to  look  very 
encouraging." 

The  common  factor  behind  both 
deals  was  the  increasingly  tight  energy 
situation,  which  also  serves  as  an  added 
spur  to  Coastal's  efforts  to  supplement 
and  expand  its  own  gas  resources. 
Since  last  November,  for  instance, 
Coastal  has  laid  out  $15  million 
of  a  total  $20  million  in  advance 
payments  under  a  gas  drilling  arrange- 
ment with  Forest  Oil  Corp.  In  other 
words  Coastal  pays  the  drilling  and 
development  costs  but  gets  at  least 
350  million  cubic  feet  of  gas  discov- 
ered at  a  fixed,  advantageous  price. 
\\'\att  e.xpects  to  have  to  do  more  of 
the  same.  "That's  the  big  difference 
toda>, '  he  says.  "If  you  want  to  stay 
ahead,  you  have  to  do  what  the  other 
big  boys  are  doing,  which  is  advanc- 
ing funds."  Coastal,  with  a  debt  ratio 
approaching  54%,  is  fast  approaching 
the  point  where  major  new  capital 
spending  would  have  to  be  financed 
through  equity  sales,  which  would 
dilute  per-share  earnings. 

Gas  Thaf  Isn't  There 

The  shortage  of  gas  was  behind 
not  only  Coastal's  recent  deals,  but 
also  the  fight  that  it  has  just  taken  on 
with  the  city  of  San  Antonio.  Some 
ten  years  back,  Alamo  Gas  Supply,  a 
company  subsequently  acquired  by 
Coastal,  negotiated  a  20-year  contract 
to  supply  gas  to  San  Antonio  from  a 
field  that  was  supposed  to  contain  re- 
serves of  1.2  billion  cubic  feet.  Cur- 
rent estimates  are  that  it  contains 
much  less  than  that.  Coastal  is  suing 
to  detennine  the  extent  of  its  supply 
obligation:    Does   that   obligation    di- 


minish with  the  size  of  the  field?  Or, 
if  there  is  a  shortfall,  is  Coastal  re- 
quired to  make  it  up  from  other  com- 
pany fields? 

"We  forced  the  suit  now,"  says  Wy- 
att, "because  we  want  to  know  now 
what  we  might  owe  later,  or  what  we 
might  not  owe  at  all  if  we  win.  But 
we  didn't  want  to  wait  until  the  last 
minute  a  few  years  from  now  and 
suddenly  get  hit  by  this  thing."  Wyatt 
tries  to  play  down  the  importance  of 
the  suit  by  noting  that  it  would  in- 
volve "at  most  10%  of  our  gas-gather- 
ing sales."  But  that  could  be  a  real 
profit  drain  in  the  years  just  ahead, 
when  gas  prices  will  presumably  be 
rising  at  a  rapid  clip. 

As  large  as  these  deals  are,  they 
are  not  the  major  objective  on  which 
Wyatt  has  his  eye  fixed.  What  he  also 
sorely  wants  is  his  proposed  merger 
with  Lone  Star  Gas  Co.  For  five 
months  the  request  for  a  no-objection 
ruling  has  been  languishing  with  the 
Justice  Department's  Antitrust  Divi- 
sion; and  while  Wyatt  likes  to  say  that 
"It  would  just  be  an  extra,  we  really 
aren't  counting  on  it  at  all,"  the  map 
below  indicates  how  important  the 
marriage  would  be  for  both  parties, 
and  especially  for  Coastal  States. 

The    geographic    and   seasonal   fits 


between  the  two  companies  are  obvi- 
ous. In  addition,  however,  the  cus- 
tomers of  the  two  companies  comple- 
ment one  another  perfectly,  with 
Coastal  supplying  primarily  municipal, 
industrial  and  commercial  customers. 
Lone  Star  mainly  residential  ones.  Wy- 
att also  points  out  that  Lone  Star's 
load  factor  averages  only  50%,  which 
would  enable  a  significantly  larger 
throughput  by  interconnecting  the  two 
systems.  "The  earnings  implications  of 
an  increased  load  factor  would  be 
quite  dramatic,"  says  Wyatt. 

This  could  also  mean,  Wyatt  goes 
on,  "the  deferment  or  even  the  elimi- 
nation of  some  large  capital  expendi- 
tures." This  would  permit  more  spend- 
ing in  non-natural  gas  areas.  And  such 
capital  spending  as  might  be  required 
would  benefit  from  Lone  Star's  greater 
borrowing  capacity. 

Without  the  merger,  Wyatt  will 
have  a  much  harder  row  to  hoe  to 
maintain  a  better  than  15%  earnings 
growth  rate.  But  merger  or  no,  the 
last  thing  in  the  world  to  do  would 
be  to  sell  Coastal  States  short.  In  a 
business  of  giants,  any  company  that 
has  built  its  revenues  from  just  $39 
million  ten  years  ago  to  over  $400  mil- 
lion last  year  clearly  has  something 
very  special  going  for  it.   ■ 
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Wrong  Remedy? 


The  SEC  probe  into  new  issues  may  be  a  case  of  ap- 
plying a  bandage   where  an  operation  is  required. 


Private  financing  of  new  compa- 
nies is  at  the  very  heart  of  capital- 
ism. Securities  &  Exchange  Commis- 
sion bureaucrats  don't  pick  the  com- 
panies that  desei-ve  new  money.  In- 
vestors and  investment  bankers  do. 
When  they  pick  well,  both  they  and 
the  economy  benefit.  When  they  pick 
wrong?  Well,  without  the  risks  there 
would  be  no  rewards. 

Few  people  want  to  see  this  sys- 
tem changed.  Yet  many  are  unhappy 
with  its  recent  excesses.  In  July  of 
1969,  in  a  cover  story  on  the  new-is- 
sues market,  Forbes  published  a 
list  of  companies  which  had  re- 
cently gone  public.  At  the  time, 
many  investors  were  patting 
themselves  on  their  backs,  for 
they  had  big  profits— on  paper. 
The  public  had  paid  about 
$260  million  for  its  share  of 
ownership  in  these  46  compa- 
nies. At  their  height,  the  pub- 
lic's .share  sold  for  a  combined 
market  value  of  about  $700  mil- 
lion. That  didn't  mean  that  the 
investors  had  $440  million  in 
profits,  because  many  had  paid 
well  above  the  offering  price. 
Nevertheless,  the.se  and  other 
new  issues  were  treating  the 
public  well.  They  were  a  kind 
of  cream  of  the  crop. 

On  page  31  Forbes  updates 
this  list.  The  results  are  fright- 
ening. Today,  even  with  the 
stock  market— as  measured  by 
the  S&P  500-almost  fully  re- 
covered to  its  1969  high,  the 
same  holdings  in  these  compa- 
nies are  worth  only  about  $225 
milhon.  That's  a  $475-million 
loss  from  their  1968-69  highs, 
and  a  $35-million  loss  from 
their  offering  prices. 

Is  a  14%  loss  in  an  admittedly 
ri.sky  group  of  stocks  so  bad?  It  is,  if 
you  look  at  it  this  way:  The  whole 
idea  of  venture  capital  investing  is 
that  the  winners  will  more  than  make 
up  for  the  losers.  But  this  list  sug- 
gests that,  overall,  public  investors 
took  a  beating  by  investing  in  new 
issues,  vwn  with  an  occasional  winner. 

The  picture  would  have  been  far 
worse  overall  if  it  had  not  been  for  a 
handful  of  issues*  that  still  sell  over 
their  1968-69  new-issue  prices.  But 
even  this  handful  sold  last  month  at 
fractions  of  their  post-issue  highs. 
American    Medicorp,    wliich    reached 


•Amtrlcon  Medicorp,  Down*  Communlcolions,  No- 
lionol  Bael  Pockers,  Sogo  Admlnlstrotive  Corp.,  Wiener 
Corp.  ond  Genojol  Hsollh  Seivlc»j. 


a  high  of  43/2,  was  selling  at  23/4. 
Downe  Communications  was  selling 
at  15^,  down  from  a  high  of  61/8.  And 
there  were  some  near-total  losses.  The 
pubhc  stock  in  Four  Seasons  Nursing 
had  a  total  market  value  of  $65  mil- 
lion at  its  1969  high;  last  month  it 
was  worth  $300,000.  Leisure  Group 
dropped  from  $12  million  to  $900,000 
over  the  same  period,  Viatron  Com- 
puter from  $50  million  to  $25,000. 

Not  surprisingly,  the  Securities  & 
Exchange  Commission  is  holding  hear- 
ings on  ways  to  "maintain"  public  con- 


Drawing  by  Stan  Hunt;  ©  1968  The 
New  Yorker  Magazine,  Inc. 


fidence  in  new  issues.  The  hearings 
will  probably  last  through  July.  They 
began  in  February  and  a  string  of 
witnesses  has  been  called,  including 
small  business  investment  companies, 
big  name  underwriters  like  Merrill 
Lynch,  Goldman  Sachs  and  Morgan 
Stanley  and  George  Doriot,  the  re- 
tiring president  of  American  Re- 
search &  Development  and  one  of  the 
most  respected  venture  capitalists  in 
the  country.  Doriot  capped  his  testi- 
mony by  stating  that  during  the  1968- 
69  boom  there  were  "very  few"  new- 
issue  companies  American  Research 
would  iiave  financed. 

The  hearings  were  not  meant  to  l^e 
an  expose.  They  have  been  lightly 
publicized.  They  were  meant  to  help 
develop   new    ideas    to   improve    the 


situation.  Most  of  the  suggestions 
have  focused  on  disclosure.  What 
else  can  be  crammed  into  the  pro- 
spectus to  help  the  investor  make  an 
intelligent  decision?  Doriot  suggest- 
ed that  companies  be  required  to  in- 
clude a  five-year  projection  in  their 
prospectus.  Other  ideas  for  better  dis- 
closur&  were  that  companies  should 
give  a  better  description  of  the  mar- 
ket they  will  operate  in,  the  compe- 
tition they  will  face  and  the  back- 
ground of  the  top  management.  A 
procession  of  venture  capitalists  has 
been  called  to  find  out  how  profes- 
sionals make  their  decisions.  What 
kind  of  information  would  they  want 
in  a  prospectus? 

The  emphasis  on  disclosure  is  not 
surprising.  Disclosure  is  the  founda- 
tion of  U.S.  securities  law— and 
should  be.  Give  the  investor  all 
the  information  lie  needs  to 
make  an  intelligent  judgment 
about  a  company.  He  is  the 
only  one  equipped  to  decide 
whether  to  trust  his  savings  to  it. 
Does  disclosure  work?  David 
Clurman,  Assistant  Attorney 
General  of  New  York  State,  es- 
timates that  only  a  small  mi- 
nority of  investors  bother  to  look 
at  a  prospectus  when  buying 
a  new  issue.  Clurman  studied 
the  new-issues  market  of  1969 
and  concluded:  "Perhaps  the 
most  striking  feature  is  the  near- 
ly total  ineffectiveness  in  this 
area  of  the  traditional  disclosure 
approach  to  regulation  of  securi- 
ties offering."  Clurman  and  oth- 
er critics  argue  that  disclosure 
is  not  enough. 

In  this  respect,  several  more 
ideas  have  popped  up  at  the 
hearings.  One  is  the  concept 
that  underwriters  should  be 
held  more  responsible  for  the 
quality  of  the  merchandise  they 
sell  to  the  public. 

Why  should  an  underwriter 
risk  his  name  on  inferior  merchandise? 
Because  the  temptation  is  so  great. 
Traditionally,  underwriting  is  one  of 
Wall  Street's  most  profitable  business- 
es. A  glance  at  the  commission  ar- 
rangements shows  why.  While  nor- 
mal brokerage  commissions  on  the 
sale  of  10,000  sliares  of  a  $50  stock 
are  $2,562,  underwriting  fees  on  those 
same  shares  could  be  $50,000,  19 
times  as  much.  There  are  some  add- 
ed costs  in  underwriting.  But  there 
can  be  added  benefits  as  well.  Many 
underwriters  charge  special  consult- 
ing fees  and  many  get  warrants  or 
buy  low-priced  shares  prior  to  the  of- 
fering. Obviously,  the  temptation  to 
merchandise  a  company  that  is  not 
really  ready  to  go  public  can  be  high. 
"The  big  winners  [in  the  1968-69  new- 
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issues  market]  were  the  underwriters, 
insiders  of  the  new-issue  companies 
and  those  in  contact  with  these 
groups, "  says  Clurman. 

Right  now  underwriters  are  re- 
quired to  exercise  "due  diligence" 
before  bringing  a  company  to  the 
market.  BasicalK,  that  has  been  in- 
terpreted as  meaning  that  the  un- 
derwriter must  avoid  errors  or  ma- 
terial omissions  in  the  prospectus. 

What  some  are  urging  is  that  the 
underwriters  do  more  than  that. 
One  proposal  is  that  the  record  of 
the  under\vriter's  past  new  issues  be 
included  in  every  prospectus.  An- 
other is  that  underwriters  must  take 
some  responsibility  for  whether  their 
company  becomes  a  jewel— or  a  lem- 
on. Right  now,  says  one  lawyer,  "many 
underwriters  are  not  performing  even 
the  most  elementary  investigation. 
The  underwriter  liability  section  [of 
the  1933  Securities  Act]  doesn't  do 
anything  to  them.' 

Sh,  Sh.  Shi. 

It's  a  little  surprising  that  broker- 
age commissions— which  affect  the  in- 
vesting public  only  marginally— should 
be  getting  all  the  attention  today, 
while  new  issues— where  the  public 
loses  hundreds  of  millions  of  dollars- 
are  getting  the  quiet  treatment.  But  this 
is  consistent  with  the  current  SEC 
posture:  Chairman  William  Casey  is 
tr\  ing  to  reform  Wall  Street,  not  rev- 
olutionize it.  He  is  going  out  of  his 
way  to  avoid  in  any  way  shaking  the 
public's  confidence  in  Wall  Street. 

The  list  of  new  issues  being  used 
in  the  SEC  investigation  is  a  case  in 
point.  It  doesn't  contain  the  big  un- 
derwriting names  on  the  Fokbes  list. 
The  public's  share  of  the  SEC  list  is 
just  one-third  that  of  the  Forbes  list. 
The  implication  of  the  SEC  list  is  that 
the  dangers  lie  in  fringe  issues  from 
marginal  underwriters.  But  the 
Forbes  list  shows  that  tlie  risks  are 
much  broader  than  that. 

Nor  is  it  entirely  reassuring  that 
the  investigatory  staff  is  working  with- 
out any  money  other  than  that  already 
available  to  the  SEC's  eoi-porate  fi- 
nance staff.  Directing  the  investiga- 
tion, incidentally,  is  Alan  B.  Levenson, 
formerly  executive  vice  president  for 
the  sponsors  of  Enterprise  Fund,  one 
of  the  highfliers  in  1968-70. 

Why  didn't  the  SEC  study  some  of 
the  big  offerings  by  name  under- 
writers? Doing  that,  explains  Richard 
B.  Nesson,  an  SEC  lawyer,  would 
have  "drummed  up  more  public  in- 
terest. It  would  have  given  the  hear- 
ings a  bias."  Adds  SEC  lawyer  John 
Muiphy,  who  compiled  the  new-issues 
list:  "We  would  have  been  open  to 
criticism  for  witch-hunting." 

Don't  some  witches  need  hunting?  ■ 


Sma//  Potatoes— And  Big  Ones 

The  SEC  study  of  new  issues  is  focusing  on  small  companies  with  largely 
unknown  underwriters,  such  as  those  on  the  list  below.  Yet  the  Forbes 
new-issues  list  (first  published  on  July  15,  1969  near  the  peak  of  the 
market)  shows  clearly  that  the  1968-69  new-issues  market  didn't 
just  include  little  companies  and  unknown  underwriters.  It  involved 
huge  sums  of  money,  large  losses  and  some  of  Wall  Street's  best  firms. 


COMPANY  (Underwriter) 


Offering 
Price 


1968-69 
High 


SEC  New  Issues  f  1 968-69;* 


Academy  Computing  (Shoemaker  &  Co.,  Kohlmeyer  &  Co.)  5 

Advanced  Computer  Techniques  (Faulkner,  Dawkins  &  Sullivan)      7.50 

American  Medicorp  (Gregory  &  Sons)  10 

Community  Health  (Walston  &  Co.)  12 


NA 
NA 
423/, 
36 


Computer  Terminal  Corp.  (Philips,  Appel  &  Walden) 
Corometrics  Medical  Sys.  (D.H.  Magid  &  Co.) 
Datatronics  Inc.  (Amos  Treat  Assoc.) 
Document  Sys.  Inc.  (Packer,  Wilbur  &  Co.) 


8 
5 
5 
3.50 


NA 
NA 
NA 
NA 


Foto-Mem  Inc.  (By  the  co.) 
Metropolitan  Quarterback  Inc.  (Grimm  &  Davis) 
Quasar  Microsystems  (Sherwood  Securities) 
Unicare  Health  Services  (Loewi  &  Co.) 


8 
4 

2.75 
10 


NA 
NA 
NA 
NA 
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AlC  Photo  (N.Y.  Securities) 
American  Medicorp  (Gregory  &  Sons) 
Barwick,  E.T.,  Industries  (Hayden-Stone) 
Calif.  Medical  Center  (D.H.  Blair) 
Chicken  Unlimited  (Andreson  &  Co.) 


12.50 

10 

16.50 

10 

10.43 


23'/8 
431/2 
28 

14.34 


General  Education  Service  (C.E.  Unterberg,  Towbin) 
Gorin  Stores,  Inc.  (F.I.  DuPont  &  A.C.  Allyn) 
Industrial  Air  Products  (F.I.  DuPont) 
Leisure  Group,  Inc.  (BIyth  &  Co.) 
Medic  Home  Enterprises  (Blair  &  Co.) 


12.50  (31, 
17 

13.50 
6.50 
10 


25)  41 
173/4 

343/, 
391/2 


National  Beef  Packers  (Stern  Bros.) 
Nationwide  Industries  (McCormick  &  Co.) 
Nisarc  Computers  Ltd.  (Charles  Plohn  &  Co.) 
Performance  Systems  (Kleiner,  Bell) 
Robinson  Furniture  (Unterberg,  Towbin) 


17.50 
13.75 

5 

6.67 
14.75 


22V2 


521/2 
201/2 


Saga  Administrative  Corp.  (Smith,  Barney) 

Schaefer  (F&M)  (White,  Weld) 

STP  Corp.  (Goldman,  Sachs) 

Unibraze  Corp.  (Carter,  Berlind  &  Weill) 


16 
26 
25 
4.33 


331/2 
59 

533/4 
8Vb 


United  Convalescent  (Unterberg,  Towbin) 
Universal  Airlines  (Auchincloss  Parker  Redpath) 
Wiener  Corp.  (Rauscher,  Pierce) 
Wigwam  Stores  (BIyth  &  Co.) 


10 
21 
5.83 
13.38 


32 

26 

9 

171/4 
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Scientific  Components  (NA)  5  — 

Skyline  Oil  (Van  Alstyne  Noel  &  Co.)  15  15 

Stage  Industries  (A.J.  Carno)  7.50  IO1/4 

Viatron  Computer  Sys.  (Shields  &  Co.)  15  621/2 

*Bosed  on  data  provided  by  the  SEC  on  49  componies  under  itudy. 


Recent 
Price 


255/8 
101/4 


6 

203/4 
100 

20 


70 
NA 

5'/8 

41/2 


105/8 

233/4 

130 

121/8 


Commonwealth  Industries  (Sherman,  Hochstein  &Trotta)  10                 —  2 

Data  Products  (A.G.  Becker)  15.50             28'/8  ^V* 

Downe  Communications  (Carter,  Berlind  &  Weill)                          3.33              &1%  \5% 

Four  Seasons  Nursing  (Walston  &  Co.)                                         5.50  (29.25)  gOVi  Vs 

Gamma  Process  (NA)                                                               5                 —  21/2 


878 

75/8 

21/2 
5 


211/2 
IV4 

250 
91/2 


35 

183/4 

22'/8 

35/8 


25/8 

53/4 
22 

85/8 


Applied  Logic  (F.S.  Mosely)  25  26  21/4 

Broadway  Joe's  (NA)  10  —  60 

Carrols  Development  (Unterberg,  Towbin)  13  27  IP/g 

Daniel  International  (Equitable  Securities,  Morton  &  Co.)  13.56  31  30 

General  Health  Services  (Smith  Barney  and  Hornblower  Weeks)    20(23)  361/2  19'/8 

Good  LS.  &  Co.  (F.I.  DuPont,  A.C.  Allyn)  3^50  37%  36% 

Integrated  Resources  (Supler,  Moseley,  Close  &  Kerner)  10  43%  12 

Lifestyle  Cos.  (Louis  B.  IVIeadows,  A.J.  Carno)  10  213/4  21/2 

Lockwood  (merged  into  Alaska  Interstate  Co.)  —  —  — 


Marcus,  Herman  (Rauscher,  Pierce) 

13.50 

131/2 

61/2 

Medical  Senfices  R.H.  (NA) 

15 

271/2 

51/2 

National  Silver  Industries  (F.I.  DuPont  &  A.C.  Allyn) 

17.50 

171/2 

83/8 

Oceans  General  (NA) 

10 

— 

— 

Professional  Health  Services  (NA) 

8 

— 

130 

33/8 
61/4 
1% 

30 
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Kennecott  Copper 


In  building  a  hedge  against  expropriation  in  Chile,  stolid  old  Kennecott  Copper  Corp.  bet  heavily 
on  bituminous  coal.  Did  it  merely  exchange  the  perils  of  politics  for  the  perils  of  pollution? 


Kennecott  Copper  Corp.  is  a  faded 
blue  chip,  with  tired  blood,  bumbling 
management,  dismal  prospects,  beset 
with  pollution,  labor  and  pricing  prob- 
lems—you name  it. 

All  wrong.  On  the  contrary: 

Kennecott  is  a  treasure  trove  of  raw 
materials,  rich  in  copper,  richer  in 
coal,  a  company  with  both  the  capital 
(more  than  $1  billion  in  equity  alone) 
and  knowhow  to  find  and  develop 
more  such  resources. 

Take  your  choice: 

Kennecott  is  the  kind  of  company 
to  avoid  in  the  current  environment. 

Or: 

Kennecott  is  an  ideal  hedge  against 
inflation. 

You  can  argue  it  both  ways  these 
days.  Where  does  the  truth  lie? 

There's  a  strong  bullish  case,  cer- 
tainly. Kennecott's  western  mining  op- 
erations produce  over  30%  of  the  U.S.' 
copper,  around  $500  million  worth 
last  year.  Its  40  strip  and  underground 
coal  mines  account  for  nearly  10%  of 
the  U.S.'  bituminous  coal  production, 


?% 
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close  to  $300  million  worth.  It  is  the 
U.S.'  second-largest  producer  of  gold 
and  molybdenum,  a  major  producer 
of  lead,  zinc  and  titanium  and  an 
important  source  of  a  wide  range  of 
exotic  metals.  At  cunent  production 
rates  it  has  enough  copper  to  last  it 
nearly  40  years,  enough  coal  to  last 
it  several  hundred.  "Isn't  it  a  truism," 
one  Kennecott  official  said  last  summer 
"that  the  answer  to  inflation  is  always 
to  get  into  land  or  natural  resources? 
And  that's  one  area  where  Kennecott 
is  strong." 

Copper  is  one  of  the  really  essential 
materials  of  our  technical  society.  Its 
superior  electrical  conductivity  gives 
it  a  myriad  of  uses  in  the  electrical 
and  electronics  industries.  The  result 
is  that,  despite  the  inroads  of  compet- 
ing materials  like  aluminum,  demand 
continues  to  grow  at  an  average  an- 
nual rate  of  4%.  This  means  that  de- 
mand will  probably  be  50%  higher  by 
the  end  of  the  decade;  and,  despite 
the  current  surplus,  there's  no  guaran- 
tee that  supply  can  keep  pace. 

So  the  growth  is  there,  and  Kenne- 
cott has  the  material.  Reserves,  for 
one  thing.  Close  to  20  million  tons 
of  recoverable  copper,  safely  tucked 
away  within  the  continental  U.S., 
worth  something  hke  $20  billion  in  the 
unlikely  event  that  it  brought  prices 
no  higher  than  today's— enough  to  last 
Kennecott  well  into  the  21st  century. 
And  not  only  reserves,  but  production. 
Though  its  costs  of  production  and 
pollution  control  are  rising,  there's  no 
reason  to  doubt  that  the  copper  price 
will  keep  on  rising  as  well. 

Kennecott's  basic  strengths  showed 
up  last  year.  It  was  a  shattering  year, 
a  disaster  year:  Chile  gone,  strikes, 
falling  prices,  a  recession.  Kennecott's 
profits,  of  cour.se,  fell  sharply:  to 
$2.63  from  $5.58  a  share.  But  con- 
sidering all  that  went  wrong,  that  was 


r/me-Consuming.  Kennecotf's 
management,  unlike  most,  does 
not  shy  away  from  knock- 
down, drag-out  fights  with  the 
Government.  Frank  Milliken 
fought  for  years  a  Federal  or- 
der to  divest  Kennecott's  wire 
and  cable  subsidiary,  lost  and 
so/d  out  at  a  $6-milHon  loss. 
Now  he's  fighting  to  hold  on  to 
Peabody  Coal.  Critics  wonder 
if  there  aren't  better  ways 
to  spend  management's  time. 
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I  creditable  showing,  amounting  to 
r.3%  on  stockholders'  equity.  Net 
)rofits  came  to  S87  million,  and,  all 
old.  Kennecott's  cash  flow  ran  around 
5160  million,  nearly  double  what  it 
lad  a  decade  earlier. 

In  many  ways,  its  position  looks 
;ven  stronger  in  coal.  It  already  pro- 
luces  lO;?  of  the  U.S.  bituniin  is 
!oal,  and  its  share  should  rise  even 
nore  when  its  current  expansion  is 
jompleted.  It  boasts  enormous  re- 
er\es— 8.5  billion  tons— enough  to  last 
t  a  hundred  years  or  more  at  current 
ates  of  production.  Just  assume  coal 
ells  for  S7  a  ton— a  modest  assump- 
ion— and  it's  obvious  the  potential 
Cennecott  has.  The  demand  picture 
or  coal  looks  even  brighter  than  it 
loes  for  copper.  Coal's  principal  mar- 
:et  these  days  is  the  electric  utilities, 
nd  here  demand  is  growing  at  a  rate 
>f  6%,  7%,  even  8%  annually,  so  that 
[ennecott,  given  its  production  and 
narketing  skills,  could  hardly  fail  to 
ash  in  on  the  breathtaking  demand 
hat  lies  ahead. 

The  confiscation  of  Kennecott's  Chil- 
an  properties  was  certainly  a  blow, 
lut  Kemiecott  was  less  seriously  hurt 
han  rival  Anaconda  (Forbes,  Jan.  15). 
[ennecott's  President  Frank  R.  Milli- 
en  apparently  recognized  a  full  dec- 
de  ago  that  the  loss  of  the  Chilean 
iroperties  could  only  be  postponed, 
ot  averted.  A  tough-minded,  onetime 
lining  engineer  of  .58,  Milliken,  there- 
ore,  adopted  a  less  conciliatory  atti- 
ude  than  did  Anaconda.  Since  Ken- 
ecott  depended  on  Chile  for  only  a 
uarter  of  its  earnings,  it  could  prob- 
bly  afford  to;  but  it  paid  a  price  for 
:.  Anaconda's  Chilean  tax  burden  in 
be  early  Sixties  was  high,  but  Kenne- 
ott's  was  substantially  higher. 

Domestic  Materials 

Turning  his  back  on  Chile,  Milli- 
en  proceeded  to  improve  Kennecott's 
osition  elsewhere.  He  expanded  Ken- 
ecott's  copper  production  capacity 
1  the  U.S.  by  more  than  20?,  and 
egan  moving  into  other  metals  like 
lolybdenum,  lead  and  zinc.  Finally, 
t  a  cost  of  more  than  $600  million, 
e  moved  in  a  radically  different  di- 
;ction  altogether,  through  the  ac- 
uisition  of  Peabody  Coal,  now  the 
J.S.'  largest  producer. 


h  PH.  Its  awesome  size  is  the  source 
its  economics  and  its  present  cost 
s.  As  the  pit  deepens  and  the  ore 
felines,  the  distances  and  amounts  oi 
that  have  to  be  moved  mounf  cor- 
ngly.  Fortunately,  there  are  techno- 
off-sets.  Ten  years  ago,  Kennecott 
■  to  70-ion  trucks.  Today  it  has  12- 
trd  shovels,   120-  to   150-ton  trucks. 
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Pollution  Problem.  With  nearly  half  its  smelting  capac- 
ity concentrated  at  Garfield,  Utah,  Kennecott  is  espe- 
cially vulnerable  to  sulphur  emissions  controls.  Most  of 
the  time  the  smelter's  great  smoke  plume  hangs  over 


the  mountains  in  full  sight  of  all  Salt  Lake  City.  But 
one  day  it  too  may  vanish  from  viev/.  At  the  moment, 
the  smelter  operates  under  a  variance  from  the  state 
of  Utah  and  has  until  1 975  to  clean  up  the  foul  air. 


In  1967  Kennecott  finally  transferred 
to  the  Chilean  government  a  control- 
ling, 51%  interest  in  the  El  Teniente 
mine.  True,  when  Salvador  Allende 
took  over  the  mining  industry  last 
year,  Kennecott's  minority  interest 
went,  along  with  the  rest.  But  for 
Kennecott  the  blow  was  relatively 
light:  By  then  less  than  11%  of  its 
total  net  income  depended  on  Chile. 

The  Eight  Ball 

All  this  makes  a  convincingly  bull- 
ish case— as  far  as  it  goes.  Yet  there 
is  no  doubt  that  Kennecott  has  been 
behind  the  eight  ball  recently.  Pea- 
body  Coal,  the  crown  jewel  of  the 
company's  diversification  program, 
may  have  to  go;  the  Federal  Trade 
Commission  has  so  ruled,  and  the 
matter  is  before  the  courts.  The  set- 
tlements after  last  year's  strikes  were 
expensive  ones— a  $1-  to  $1.50-an- 
hour  increase  in  wages  over  a  three- 
year  period.  Copper  prices  have  been 
stronger  recently,  but  even  if  current 
prices  hold,  they  are  still  (at  52 
cents  a  pound)  11%  below  1970's  av- 
erage price. 

Recently,  with  a  number  of  stock 
indices  showing  all-time  highs,  Ken- 
necott stock  was  still  selling  30%  be- 
low the  price  it  commanded  more 
than  15  years  ago.  Its  dividend  was 
in  tatters,  having  been  cut  from  $2.60 
to  $1.75,  the  lowest  rate  since  1965. 
In  a  market  where  the  Dow  Jones  in- 
dustrials sold  at  17  times  1971  earn- 
ings, Kennecott  sold  at  only  10  times. 

Not  the  least  of  the  problems  is  en- 
vironmental. The  environmentalists, 
both  public  and  private,  have  ac- 
cused Kennecott's  copper  smelters  of 
polhiting  the  air  and  its  strip  mines 
of  fouling  the  earth  and  water.  Both 
Utah  and  Arizona  have  ordered  K(  n 
necott  to  sharply  reduce  the  pollu- 
tants emitted  by  its  smelters  or  close 
up  shop.  Some  members  of  the  Hop! 
and  Navajo  tribes  are  trying  to  per- 
suade tlio  courts  to  close  down  Pea- 


body's  big  new  strip  mine  on  the 
Black  Mesa  in  Arizona  (see  box,  p. 
42),  and  many  states  are  proposing 
increasingly  rigorous  land  reclama- 
tion requirements. 

The  very  bedrock  of  Kennecott's  do- 
mestic operations,  and  the  principal 
element  in  its  long-term  profitability, 
is  its  great  mining,  smelting  and  re- 
fining complex  near  Salt  Lake  City, 
Utah,  source  of  roughly  50%  of  its 
total  copper  production.  Kennecott's 
mine  in  Bingham  Canyon,  the  so- 
called  Utah  Pit,  which  it  has  operat- 
ed for  nigh  onto  70  years  now,  is  the 
largest  open  pit  mine  in  the  U.S.  Out 
of  it  comes  a  staggering  quantity  of 
ore  which  is  shipped  to  the  smelter 
at  nearby  Garfield,   Utah,   again   the 


largest  in  the  U.S.;  here  it  is  trans- 
formed into  copper  roughly  98%  pure. 
Once,  the  Utah  Pit  ranked  as  the 
lowest-cost  open  pit  copper  mine  in 
the  world,  but  as  the  Pit  has  been 
deepened  and  enlarged,  the  average 
grade  of  ore  has  declined— from  over 
0.8%  as  recently  as  1961  to  about 
0.7%  last  year,  and  its  operating  costs 
have  slowly  risen.  As  the  grade  de- 
clines, Kennecott  obviously  must  move 
more  and  more  material,  process 
more  and  more  ore,  just  to  produce 
the  same  volume  of  copper. 

In  the  mid-Sixties,  for  instance,  Ken- 
necott spent  $100  million  simply  to 
maintain  the  capacity  of  the  Pit.  "Ca- 
pacity had  been  dropping  toward  the 
200,000-ton-a-year    level    because    of 


Did  the  Bargain  Badfire?- 


Not  even  a  company  like  Kenne- 
cott Copper  has  a  half-billion  dol- 
lars or  so  lying  around  loose,  so 
when  Kennecott  acquired  Peabody 
Coal,  it  paid  so  much  down,  so 
much  a  week.  The  price  was  $285 
million  in  cash  plus  a  $300-million 
production  payment.  Production 
payments  are  nothing  new.  They're 
a  common  oil  industry  practice,  and 
Continental  Oil  had  even  used 
them  in  acquiring  Consolidation 
Coal  in  1966. 

By  subjecting  Peabody's  8.5-bil- 
lion-ton  coal  reserve  to  a  $300-mil- 
lion  production  payment,  Kenne- 
cott could  pick  up  Peabody  for  a 
manageable  $285  million— or  10 
times  the  $28  million  Peabody 
earned  in  1967.  The  production 
payment  was— and  is— a  claim  on  a 
specified  percentage  of  net  mine 
revenues  from  Peabody  coal  pro- 
duction. It  goes  on  being  paid  until 
the  $300  million  plus  interest  is 
cleaned  up.  Holder  of  the  produc- 
tion payment  is  an  outfit  called 
Green  Ri\er  Coal,  which  was  put 


together  by  The  First  Boston  Corp. 
and  Morgan  Stanley  on  behalf  of 
certain  of  their  pension  and  chari- 
table trusts.  Green  River  in  turn 
assigned  the  payment  as  security 
for  the  $300-mil!ion-cash  purchase 
price  it  had  borrowed  from  a  group 
of  banks.  At  about  &A%  interest 
and  with  payments  of  around  $50 
million  a  year,  Kennecott  figured 
the  production  payment  could  be 
liquidated  within  seven  years.  In 
effect  a  self-liquidating  $300-mil- 
lion,  off-balance-sheet  loan,  the 
payment  was  virtually  invisible  in 
Kennecott's  financial  statements, 
and  once  it  was  paid  off,  Kennecott 
expected  to  begin  coining  money. 

The  catch  was  that  Kennecott 
had  to  absorb  the  costs  of  produc- 
ing the  coal  that  was  subject  to  the 
production  payment— and  to  expand 
or  develop  certain  mines  in  order  to 
increase  the  revenues  available  for 
the  production  payment;  these  costs 
are  capitalized  and  carried  on  the 
books  as  an  asset.  This  meant  that 
while  Kennecott  was  reporting  prof- 
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declining  grade,"  Milliken  said  to  the 
stockholders  two  years  ago.  "Addition- 
al mine,  mill  and  smelting  facilities 
were  installed  to  restore  the  300,000- 
ton-a-year  production  capacity. "  This 
constitutes  a  continuing  long-term 
problem,  and  Kennecott  faces  similar 
ones  at  its  three  other  western  mines- 
Ray  in  Arizona,  Chino  in  New  Mexico, 
Ruth  in  Nevada. 

In  Utah,  Keiuiecott's  widely  pub- 
licized leaching  operations  have 
proved  something  of  a  disappointment. 
The>'  were  supposed  to  produce 
72,000  tons  of  low-cost  precipitate 
copper  every  year— produced  by  filter- 
ing acid  and  water  through  large 
heaps  of  very  low-grade  ore— but  they 
have  never  produced  aiiytiiing  like 
that,  and  in  1970  yielded  a  mere 
52,450  tons.  In  addition,  the  Pit  has 
to  be  enlarged  on  a  fairly  s\steniatic 
basis  or  its  walls  will  begin  to  collapse, 
and  in  order  to  lay  back  the  already 


inordinately  steep  North  Wall,  Kenne- 
cott will  have  to  move  onto  land  be- 
longing to  Anaconda— the  Carr  Forks 
property.  The  only  trouble  is  that, 
after  nearly  a  decade  of  intermittent 
negotiation,  Kennecott  and  Anaconda 
have  yet  to  work  out  a  deal. 

On  a  Clear  Day  .  .  . 

The  smelter  at  Garfield  nearby,  like 
Kennecott's  smelter  at  Hayden,  Ariz., 
has  been  ordered  by  the  state  to  rig- 
orously control  its  sulphur  emissions, 
and  to  do  that  Kennecott  will  almost 
certainly  be  forced  to  reduce  its  ef- 
fective smelter  capacity.  Because  of 
the  modifications  it  has  made  so  far, 
or  so  Milliken  claims,  Kennecott's 
smelters  are  no  longer  able  to  handle 
seven-day  output  of  its  mines  and 
mills.  To  bring  the  pollution  problems 
of  its  western  smelters  under  even 
minimal  control,  Milliken  estimates  it 
will  cost  Kennecott  $100  million  over 
the  next  three  years— $1  a  share  a 
year  before  taxes— and  increase  its  op- 
erating costs  by  $30  million  annually, 
to  say  nothing  of  a  $24-million-a-year 
sulphur  emissions  tax  bill  if  proposed 
federal  legislation  becomes  effective. 

Kennecott,  however,  has  little  choice 
but  to  comply.  Under  similar  pres- 
sures, Phelps  Dodge  may  close  down 
its  Douglas  smelter,  since  its  support- 
ing mines  are  nearing  exhaustion  any- 
way. But  the  Utah  Pit  has  another 
35  or  40  years  of  life  left  in  it  at  pres- 
ent levels  of  production.  Hence,  Ken- 
necott will  have  to  keep  the  smelter 


its  from  Peabody,  it  was  actually 
funneling  cash  into  Peabody  well 
in  excess  of  any  that  came  out. 

To  date,  Peabody  has  capit-alized 
$139  million  in  costs,  but  reduced 
the  $300-million  principal  by  only 
$82  million.  Peabody  has  never  yet 
managed  to  reduce  the  production 
payment  as  fast  as  it  is  theoretical- 
ly able,  and  last  year,  because  of 
the  six-week  coal  strike,  began  to 
fall  sharply  behind.  Instead  of  gen- 
erating the  $58  million  or  so  in' 
revenues  applicable  to  the  produc- 
tion payment  Kennecott  had  ex; 
pected  in  April,  it  in  fact  generated 
only  $41  million,  so  that  $10  million 
jivent  into  the  payment  of  interest, 
and  $31  million,  rather  than  $48 
million,  went  to  the  reduction  of 
principal. 

"We've  never  cared  to  use  the 
production  payment,"  the  tax  coun- 
sel of  one  major  oil  company  ob- 
served last  month.  "We've  always- 
thought  that,  so  far  as  the  buyer 
was  concerned,  it  inflated  the  value 
of  the  property." 
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going  or  abandon  the  mine.  Yet,  if  it 
really  came  to  that,  wouldn't  the  states 
knuckle  under?  "Not  so  far  as  stand- 
ards based  on  health  are  concerned," 
says  Norman  Schell,  head  of  Arizona's 
air-pollution  control  agency. 

On  top  of  pollution  and  production 
problems,  Kennecott's  management 
has  been  tried  and  found  sadly  want- 
ing in  several  respects.  For  all  its 
wide-ranging  exploration  efforts  in  re- 
cent years,  Kennecott  has  yet  to  turn 
up  any  major  new  properties.  It  has, 
moreover,  lost  considerable  sums  on 
smaller  properties.  In  the  Fifties,  an 
excursion  into  South  African  gold  was 
a  disaster,  with  $36  million  in  losses 
written  off  in  1960.  A  venture  into 
titanium  ultimately  paid  off  but  only 
after  several  years  of  losses.  In  the  Six- 
ties, a  promising  copper  prospect  in 
Alaska  fizzled  when  water  flooded 
the  workings.  In  British  Columbia,  a 
molybdenum  mine  ran  into  produc- 
tion, labor  and  metallurgical  prob- 
lems—the works!— and  in  1970  Ken- 
necott wrote  down  its  investment  by 
$23  million.  There  were  other  and  less- 
er failures  or  half-successes. 

We  are  talking  here  about  $60  mil- 
lion to  $70  million  in  losses,  with  no 
major  successes  to  oftset  them.  Cer- 
tainly nothing  even  remotely  like  Rio 
Tinto-Zinc's  Palabora  mine,  much 
less   Texas   Gulf's   Timmins   property. 

For  a  mining  engineer,  then,  Mil- 
liken clearly  has  not  produced  spec- 
tacularly in  his  own  professional  area. 
Ironically,  his  greatest  claim  to  cor- 
porate fame  rests  on  a  financial  ac- 
quisition: Peabody  Coal.  As  Milliken 
has  described  it,  Peabody  oftered  a 
well-nigh  ideal  counterpoise  to  Ken- 
necott's traditional  metals  operations. 
Whereas  the  metals  business  is  cy- 
clical and  probably  inevitably  so,  the 
utility  coal  business- the  area  in  which 
Peabody  specialized— has  been  ex- 
panding without  interruption  for  as 
long  as  anyone  can  remember. 

Then,  too,  Kennecott,  lacking  any 
major  investment  opportunities  in  cop- 
per, could  provide  Peabody  with  fi- 
nancial resources.  "The  two  make  a 
beautiful  combination,"  as  one  Ken- 
necott executive  once  put  it.  "The 
cash  you  generate  in  qppper  mining, 
particularly  in  good  years,  finances 
the  coal,  and  the  coal,  what  with 
these  long-term  contracts,  provides  a 
nice,  steady  income.  Coal  takes  the 
hills  and  valleys  out  of  copper,  and  j 
you  get  a  level  cash  flow  and  income." 

Certainly,  ever  since  Kennecott  ac- 
quired Peabody  in  1968,  the  cash 
thrown  off  by  the  copper  business  has 
been  flowing  into  Peabody  at  an  as- 
tonishing rate.  Perhaps  as  much  as 
two-thirds  of  the  $628  million,  includ- 
ing capitalized  mining  costs  (see  box, 
p.  34)    that  Kennecott  has  spent  in 
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These  two  signatun 
sateDite  communicatioi 
andThe  Reopk's  Republi 


mutually    agreed    in   writing    by 
Any    disputes    arising   during    th 
settled    through    friendly    consu 


The   Buyers: 


They  are  on  a  contract  signed  in  Peking  on 
January  22, 1972  between  RCA  Global  Communi- 
cations, Inc.  and  The  China  National  Machinery 
Import  and  F.xport  Corporation. 

It  is  a  contract  to  sell  The  People's  Republic  of 
China  their  first  satellite  earth  station. 


It  is  going  to  put  a  fourth  of  the  world's  peop 
in  regular  touch  with  the  rest  of  the  world  by  salt 
for  the  first  time  ever. 

The  RCA  earth  station  will  provide  a  link  foi 
television  broadcasts  between  the  two  countries, 
well  as  voice,  teleprinter, and  facsimile  communi( 


J 


pened  theAvaQrfbr  r^ar 
etween  the  United  States 
f  China. 


lly  with  modern  electronic  communications 
^  and  isolation  gradually  give  way  to  coopera- 
derstanding  and  friendship. 
1919.  our  company  was  formed  to  provide 
tional  communications  for  another  of  the 
(great  nations.  The  communication  was  a 
wireless  telegraph.  The  nation  was  The  United 
)f  America. 


RCil 


Ti 


£/  Teniente,  the  world's  larg- 
est underground  copper  mine, 
at  Sewell,  in  the  Chilean  An- 
des. The  Guggenheim  brothers 
financed  it— in  1904.  Kenne- 
cott  Copper  absorbed  it— in 
1915.  The  Allende  government 
took  it  over— in  July  1971 . 
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the  last  four  years  has  gone  into  Pea- 
body— a  good  part  of  it  to  raise  its 
total  production  capacity  by  20%. 

In  buying  Peabody,  Kennecott  per- 
haps overlooked  the  potential  strength 
of  conservationist  and  antipollution 
feeling.  Strip  mining  operations— 
which  account  for  over  75%  of  its  coal 
sales— have  been  under  attack  even 
more  bitter  than  that  provoked  by 
Kennecott's  copper  smelters.  For  in- 
stance, Peabody's  multimiUion-ton 
Black  Mesa  mine  on  Arizona's  Hopi 
and  Navajo  reservations  has  become  a 
conservationist  symbol  of  the  environ- 
mental damage  done  by  the  mining 
companies  (see  box,  p.  42).  Not  sur- 
prisingly, land  reclamation  regulations 
have  grown  increasingly  stringent  al- 
most eveiywhere,  and  the  costs  of 
meeting  them  have  also  been  rising. 

So  have  most  of  Peabody's  other 
costs.  The  new  mine  safety  regulations 
have  disrupted  production  and  in- 
creased costs,  and  rising  labor  costs 
have  exerted  further  pressure  on  prof- 
its. Though  the  Federal  Pay  Board 
okayed  the  wage  agreements  ham- 
mered out  after  last  fall's  strike,  the 
Federal  Price  Commission  cut  nearly 
in  half  the  8.5%  price  increase  Pea- 
body  claimed  to  need. 

In  addition,  Peabody  has  some  spe- 
cial cost  factors  all  its  own.  The  pro- 
duction payment  {see  box,  p.  34)  un- 
der which  Kennecott  acquired  Pea- 
body was  scheduled  to  be  paid  off  by 
early  1975.  Now  it  seems  unlikely  to 
be  paid  off  much  before  1977,  nearly 
two  years  behind  schedule;  and  this 
means  that  interest  on  the  production 
payment— and  the  total  acquisition 
cost— is  beginning  to  mount. 

The  fact  is  that  no  matter  how  you 
calculate  it,  Peabody's  coal  earnings 
appear  to  have  weakened  in  the  years 
since  Kennecott  acquiied  it.  In  nine 
months  of  1968,  it  had  an  operating 
income  of  $21.5  million  on  $175.6 
million  in  sales,  12  cents  on  the  sales 
dollar.  In  1970,  it  earned  only  $21.7 
million  on  $283.5  million  in  sales,  only 
7  cents  on  the  dollar.  Last  year,  thanks 
to  the  coal  strike,  Peabody's  earnings 
were  off  sharply. 

Such  setbacks  will  be  forgiven,  of 
course,  if  coal  proves  to  be  a  good 
long-range  investment.  But  will  it? 
That  is  not  an  easy  question.  Most 
people  think  coal  can't  lose.  But  the 
doubtcis  make  an  impressive  case. 
They  point  out  that  most  bituminous 
coal  of  the  type  owned  by  Peabody  is 
1  airly  high  sulphur-1%  and  above,  and 
tlius  cannot  meet  the  0.7%  sulphur 
slandards  set  by  the  Federal  Goveni- 
nient.  Thus  tighter  regulation  could 
limit  the  development  of  new  mines 
or  adversely  affect  Peabody's  sales  in 
existing  markets,  including  sales  to 
utilities  vnider  long-term  contracts. 
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The  doubters  think  that  because  of 
the  sulphur  problem,  the  restrictions 
on  strip  mining,  the  problems  with 
labor,  coal  production  will  actually 
dechne  over  the  next  decade,  and  the 
utilities  will  turn  increasingly  to  oil. 
Ford,  Bacon  &  Davis'  energy  expert, 
Gerard  C.  Gambs,  has  been  arguing 
this  way  for  some  years  now.  Last 
month  Joseph  C.  Swidler,  chairman  of 
the  New  York  State  Public  Service 
Commission  and  former  chairman  of 
the  Federal  Power  Commission, 
stunned  an  American  Petroleum  In- 
stitute meeting  in  Houston  by  an- 
nouncing that  NYPSC  studies  indicate 
that  by  1980  coal  consumption  in  the 
U.S.  will  be  off  by  34%.  Swidler  as- 
sumes, in  fact,  a  phase-out  of  all  coal 
markets  in  New  England,  New  York, 
Pennsylvania  and  New  Jersey;  no 
growth  in  the  other  states  east  of  the 
Mississippi;  and  a  7%  annual  growth 
in  the  West,  where  the  U.S.'  low  sul- 
phur reserves  are  concentrated. 


Making  Do.  Kennecott  pio- 
neered the  process  of  leaching 
copper  from  mine  waste  mate- 
rial, but  with  mixed  results  Af 
the  Utah  Pit,  the  leaching  oper- 
ation is  still  below  its  capacity. 


Hercules  tackles  housing  with  a  system. 


And  that's  just  what  it  has  needed. 

We're  convinced  that  the  key  to  controlling 
the  spiraling  costs  of  housing  is  in  a  totally 
integrated  program  that  treats  housing  and 
housing  developments  as  a  complete  system. 

Our  Hercoform  subsidiary  is  proving  the 
validity  of  this  approach  to  Federally-assisted 
projects  which  we  are  systems-managing  from 
start  to  finish  -land  acquisition,  site  planning, 
local  code  negotiation,  modular  factory 
production,  and  on-site  construction 

Its  working     for  the  local  agencies  that 
approved  it.  and  for  the  communities  that  are 


benefiting  from  it.  And  here's  the  clincher: 

Its  also  working  at  two  of  HUD's  Operation 
Breakthrough  prototype  housing  sites  where  we 
areerecting  our  manufactured  modular  homes. 

We  knew  it  would  work.  It  called  for  the 
same  kind  of  systems-engineering  that  has 
worked  for  us  in  other  areas.  In  waste  disposal. 
In  water  treatment.  In  packaging.  And  in 
chemical  marketing. 

The  problem  of  housing  cried  out  for  a 
systems  approach  -and  some  fresh  ideas. 
We've  tackled  it  because  we  knew  we  had 
systems  experience -and  some  fresh  answers. 


HERCULES 

Hercules  Incorporated, 
Wilmington,  Delaware  19899 


Does  this  sound  like 

an  ordinary  cliemical 

company  to  you? 


When  money  alone  is  not  enough . . . 


Cirard  Bank  has  earned  a  reputation  for  creating  financial  packages  that 
other  banks  have  considered  impossible.  Officers  like  Jim  Feeney,  Vice 
President,  National  Division  and  Bill  Baer,  Vice  President,  Metropolitan 
Division,  have  put  not  only  money,  but  imagination  toward  the  funding 
of  everything  from  small  dry  cleaning  shops  to  jet  planes,  piers,  coal 
mines.  We  can  put  together  as  much  as  $18  million  to  your  specifications. 

$18  million — to  my  specifications? 

At  Girard,  you  are  a  need,  never  a  number.  Someone  is  always  concerned 
with  what  will  be  most  practical  and  economical  for  you :  lines  of  credit, 
revolving  credit,  term  loans,  commercial  installments,  construction 
loans,  indirect  lending  and  many  combinations. 

That's  money  and  imagination  . . .  anything  else? 

Now  Philadelphia's  second  largest  bank,  Girard  is  a  source  of  imaginative 
services  that  includes  pension  and  profit  sharing  plans,  national  collec- 
tion systems,  world-wide  banking.  Work  with  us.  You'll  discover  speed 
and  accuracy. 


fr 


GIRARD  BANK 

FDIC 

PHILADELPHIA  •  LONDON  •  PARIS 

CIRARD  INTERNATIONAL  BANK  •  NEW  YORK 


Markef  Outlet.  Unlike  fhose  of  Phelps  Dodge  or  Anaconda,  Kennecofi's 
fabricating  subsidiary,  Chase  Brass  &  Copper,  consumes  only  a  fraction 
of  its  mine  output.  Most  of  Kennecott's  output  is  sold  to  independents. 


If  Gambs  and  Swidler  are  right, 
Kennecott's  acquisition  of  Peabody 
may  prove  to  be  about  as  ill-con- 
ceived as  Anaconda's  decision  to  be- 
come a  major  force  in  the  low-profit 
aluminum  industry. 

Coal  gasification  or  the  develop- 
ment of  an  economic  desulphuriza- 
tion  process  could  change  everything. 
But  at  this  point  neither  seems  immi- 
nent, which  may  be  why  last  fall  Pea- 
body  finally  took  the  initiative  into  its 
own  hands  and  joined  Panhandle 
Eastern  in  a  study  of  the  feasibility  of 
a  coal  gasification  project,  which 
would  desulphurize  coal  in  the  pro- 
cess of  converting  it  into  synthetic  nat- 
ural gas.  Even  at  that,  coal  gasifica- 
tion is  unlikely  to  par  off  much  be- 
fore 1980. 

/s  It  Worth  Fighling? 

Whether    out    of    stubbornness    or 
out  of  confidence  in  the  futuie  of  coal, 
Kennecott's    management    is    fighting 
tooth    and   nail    against   a    f^dcvnl    or- 
der to  get  rid  of  Peabodv.  I-;  i.     si.  .:,a 
of  1071  the  FTC  ruled  that  li.t   J 
sition  <Iiminated  potential  comp-  ' 
insofar  as  Kennecott  liad  the  rts( 
to  go  iuU)  I'oal  on  its  own.   Mili  ,  , 
has   taken    the   case   to  the   Court   ■  ' 
Appeals  and  talks  of  going  on  to  tht 


U.S.     Supreme    Court    if    need    be. 

Is  the  fight  worthwhile?  As  a  sale 
or  spinoff,  Peabody  would  bring  good 
money  today,  and  any  gain  might 
be  partially  offset  by  a  prospective 
tax  credit  against  the  Chilean  losses. 
Other  coal  stocks  sell  at  between  22 
and  28  times  earnings  these  days,  and 
even  assuming  Peabody  earned  no 
more  after  Kennecott  acquired  it  than 
it  did  before,  at  25  times  earnings, 
Kennecott's  equity  in  Peabody  would 
be  worth  clo.se  to  $700  million,  better 
than  $20  per  share  of  Kennecott  stock. 
At  that  rate,  it  could  be  argued  that 
Kennecott  stockholders— if  not  its  man- 
agement—would risk  more  in  trying  to 
hang  on  to  Peabod>  than  in  dispos- 
ing of  it. 

At  any  rate,  Kennecott  is  currently 
riding  a  modest  earnings  pickup.  In 
the  absence  of  strikes  and  despite 
higher  costs,  it  should  have  no  dif- 
ficult) in  earning  more  than  $3  a 
share  this  year,  up  from  $2.63  in 
1971.  But  that  isn't  the  big  question. 
The  big  question  is:  In  the  face  of  ris- 
ing difficulties,  can  Kennecott  manage- 

'■nt  conxert  all  that  coal  and  copper 

...  I    greenbacks?    At    this    point,    it 

\'  '.  ij  take  a  very  rash  man  to  answer 

..K'stion  with  either  an  unqualified 

01  in  unqualified  "no."  ■ 


Many  a  Slip 

Black  Mesa  is  a  coal  region  in 
the  middle  of  the  Arizona  In- 
dian country.  The  land  belongs 
to  the  Hopi  and  Navajo  In- 
dians. Over  64,000  acres  were 
leased  by  the  Peabody  Coal 
Co.  back  in  1962  and  1966,  and 
of  these,  14,000  acres  will  be 
worked  as  a  strip  mine  for  the 
35  years  the  leases  run.  The 
Department  of  the  Interior  ap- 
proved the  agreements  made  by 
the  Hopi  and  Navajo  Tribal 
Councils,  and  a  new  southwest- 
ern power  complex  was  begun. 

Two  generating  stations  are 
being  built  plus  a  railroad  and 
a  coal  slurry  pipeline.  Total  cost 
of  the  complex:  $650  million. 

Everybody  seemed  to  be 
happy.  The  utilities  were  get- 
ting power.  Peabody  got  coal 
and  the  Indians  had  generous 
royalties  and  high-paying  jobs. 
Peabody  believed  the  Black 
Mesa  mine  would  become  a 
model  strip-mining  venture. 

Everybody  seemed  happy  ex- 
cept for  some  Hopi  Indians 
called  the  Traditionalists.  They 
contend  that  the  tribal  council 
that  signed  the  lease  with  Pea- 
body after  Interior's  okay  was 
not  chosen  in  accordance  with 
the  Hopi  constitution.  On  May 
14,  1971,  62  Hopi  Indians  filed 
suit  in  Federal  District  Court 
challenging  the  rights  of  the 
tribal  council.  If  the  Tradition- 
alists should  win,  it  could  mean 
the  end  of  the  Peabody  lease 
and  the  end  of  mining  on  the 
Black  Mesa.  If  it  could  not  sup- 
ply coal  from  some  other  source, 
and  the  power  plants  were  shut 
down  as  well,  Peabody  could 
presumably  be  liable  not  simply 
for  the  capital  loss  involved  in 
the  power  plants,  but  the  loss  of 
income  from  the  plants  over  the 
35-year  lease. 

The  environmentalists  are 
now  in  the  act,  asking  whether 
Peabody  can  really  restore  the 
area.  Peabody  says  it  can,  but  it 
has  never  been  done  on  this  kind 
of  land  before,  and  skeptics  say 
the  high  salt  content  of  .shale 
now  being  dug  up  will  make  it 
very  hard  to  restore  vegetation, 
given  the  area's  low  rainfall. 
That  could  provide  the  basis 
for  future  suits  if  the  present 
suit  fails. 

Moral  for  natural  resources 
investors:  There's  many  a  poten- 
tial slip  between  wealth  in  the 
ground  and  money  in  the  bank. 
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C.LT 
has  avery  interesting 

statement  to  make. 

CI.T. 
FINANCIAL  CORPORATION 

FINANCIAL  STATEMENT 


1971 


1970 


NET  INCOME  $      78,027,000 

FINANCING.  FACTORING  &  LEASING 

DIVISION 

Net  Income 45,147,000 

Receivables  Outstanding  2,918,041,000 

INSURANCE  DIVISION 

Net  Income 10,905,000 

Life  Insurance  in  Force 2,514,400,000 

BANKING  DIVISION 

Net  Income 20,198,000 

Assets   2,541,527,000 

MANUFACTURING  &  MERCHANDISING 

DIVISION 

Net  Income 7,382,000 

Sales    382,497,000 

PER  SHARE  DATA 

Earned  Per  Common  Share  (Primary)  .  .  .  3.77 

Dividends  Paid  Per  Common  Share 1.90 

STOCKHOLDERS'  EQUITY 643,730,000 


65,977,000 


37,027.000 
3.194,311.000 

11,716,000 
2,483,400,000 

19.791,000 
2,196,962,000 


3,165,000 
337,813,000 


605,197,000 


20  yean  of  record  earnings.  For  every  one  of  the  past  20  years,  our 
income  statement  has  become  more  interesting  than  the  previous 
year.  Because  every  year  our  net  income  and  earnings  per  common 
share  have  increased.  And  1971  showed  the  biggest  increase  of  all, 
with  an  18  percent  rise  over  1970. 

Breadth  of  operations  is  the  key.  This  steady  upward  growth  is  a 
result  of  our  broad  diversification,  with  each  division  making  its 
own  significant  contribution.  Three  out  of  four  reported  higher 
earnings  in  1971.  The  Financing,  Factoring  and  Leasing  Division 
was  a  major  contributor  to  our  company's  performance.  National 
Bank  of  North  America  once  again  achieved  higher 
earnings.  The  Manufacturing  and  Merchandising 
Division  also  had  an  improved  year,  more  than  dou- 
bling its  net  income.  And  while  the  Insurance  Divi- 
sion was  off  slightly,  the  fourth  quarter  was  ahead 
of  1970. 

As  the  summary  above  shows,  we  closed  1971  with 
a  financing,  factoring  and  leasing  receivables  port- 


folio of  more  than  $2.9  billion,  with  growth  in  the  amount  of  life 
insurance  in  force,  with  sharp  gains  recorded  in  the  assets  of 
National  Bank  of  North  America  and  with  sales  of  the  manufac- 
turing and  merchandising  subsidiaries  at  a  record  level. 
"Managed  Change"  is  a  basic  CIT  policy  which  has  contributed  to 
the  two  decades  of  consistent  earnings  growth.  All  CIT  companies 
are  responsive  to  changing  customer  needs  in  a  dynamic  society. 
In  our  sixty-fifth  year,  our  resources  of  over  $5.5  billion  and  24,000 
employees  are  ready  to  serve  consumers  and  industry  flexibly  and 
imaginatively. 

Send  for  CIT 

Annual  Report 

Copies  of  our  annual  report 

may  be  obtained  by  writing  to: 

CI.T.  Financial  Corporation 

Investor  Relations  Dept. 

650  Madison  Avenue 

New  York,  N.Y.  10022 


C.I.T.  FINANCIAL  CORPORATION 

THE  CIT  COMPANIES:  Financing,  Factoring  and  Leasing  Division:  CI.T.  Financial  Services,  CI.T.  Corporation,  CI.T.  Leasing  Corporation,  CI.T.  Service  Leasing 
Corporation,  CI.T.  Educational  Buildings.  Inc..  The  Tuition  Plan,  Inc..  Meinhard-Commercial  Corporation,  William  Iselin  &  Co..  Inc.,  Canadian  Acceptance  Corporation 
Limited.  Insurance  Division:  North  American  Company  for  Life  and  Health  Insurance.  Service  Insurance  Companies,  Quality  Adjustment  Service,  Inc.  Banking 
Division:  National  Bank  of  North  America.  Manufacturing  and  Merchandising  Division:  All-Steel  Equipment  Inc.,  Gibson  Greeting  Cards,  Inc..  Picker  Corporation. 


The  Money  Men 


The  Sphinx  Speaks 


Little  more  than  a  year  ago  it 
would  have  been  hke  standing 
near  the  Great  Pyramid  and  trying 
to  strike  up  a  conversation  with 
the  Sphinx.  Lots  of  luck!  Commer- 
cial bank  trust  departments  just 
sat  there  on  nearly  $300  billion  in 
assets— almost  a  third  of  U.S.  insti- 
tutional wealth— staring  silently  into 
eternity.  Never  revealing  those  se- 
cret performance  figures.  Asking 
you  to  take  them  on  faith. 

But  here  we  were,  in  the  spring 
of  1972,  sitting  in  the  comfortable 
Park  Avenue  office  of  young 
Thomas  C.  Theobald,  at  34  an  ex- 
ecutive vice  president  of  Manhat- 
tan's First  National  City  Bank.  The 
very  man  in  charge  of  Citibank's 
entire  $14.3-billion  trust  depart- 
ment. Well,  we  thought,  the  man 
we  could  thank  for  it  was  crusty 
Congressman  Wright  Patman 
(Dem.,  Tex.),  chainnan  of  the 
House  Banking  &  Currency  Com- 
mittee. It  was  his  proposed  Bank- 
ing Reform  Act,  aimed  squarely  at 
bank  trust  departments,  that  had 
prompted  Tom  Theobald  to  issue 
the  banking  industry's  first  trust 
department  annual  report  last  year. 

This  year's  report,  just  out, 
shows  an  impressive  22%  jump  in 
Citibank  trust  assets  from  $11.7 
billion  to  $14.3  biUion,  probably 
ranking  FNCB  fourth  in  total  man- 
aged assets  after  Morgan  Guaranty, 
Chase  Manhattan  and  Bankers 
Trust.  "Part  of  that  is  new  money," 
Theobald  observed.  "We  added 
790  new  accounts  last  year.  Gener- 
ally we  figure  on  10%  to  12%  more 
pension  business  each  year,  and 
between  5%  and  7%  more  private 
trust  business." 

How  well  has  Theobald's  depart- 
ment handled  that  enormous  pool 
of  capital  in  the  marketplace?  Well, 
don't  expect  a  Sphinx  that  has  been 
silent  for  decades  to  tell  you  all  its 
secrets  at  once.  But  Theobald  did 
ofler  a  glimpse  at  the  perfoiTnance 
of  two  "representative,"  growth- 
oriented,  moderate-risk  accounts 
worth  about  25?  of  the  total.  One  is 
a  pooling  of  250  employee  benefit 
accounts,  the  other  a  portion  of  the 
pension  assets  of  a  majni  '  " 
poration,  unnamed. 

In  both  ca,ses  the  fund.,  wtue 
up  almost  23%  last  year.  That  tops 
the  average  performance  of  Kn,; 


growth-oriented  mutual  funds, 
which,  according  to  the  Arthur 
Lipper  Corp.,  were  up  an  average 
of  just  19%  last  year.  But  then  Citi- 
bank had  better  be  good.  Large 
mutual  funds  charge  management 
fees  averaging  $5  on  every  $1,000. 
Citibank  employee  benefit  account 
fees  run  double  that.  On  top  of 
this,  commercial  bank  trust  depart- 
ments typically  receive  compensat- 
ing balances  from  companies  whose 
pension  funds  they  manage,  accord- 
ing to  last  year's  Securities  &  Ex- 
change Commission  Institutional 
Investor  Study  Report. 

Just  how  representative  are 
these  two  accounts?  we  asked, 
hoping  he  would  show  us  some 
more,  but  knowing  he  wouldn't. 
For  a  moment  Theobald  confused 
us  on  this.  First  he  assured  us  that 
the  overwhelming  majority  of  Citi- 
bank pension  fund  accounts  fared 


as  well  or  better.  But  then  he  went 
on  to  say  that  Citibank  offers  a  va- 
riety of  funds:  high-growth,  high- 
risk,  income,  taxable  bonds,  even 
funds  that  are  invested  almost  en- 
tirely in  Treasury  bills.  "We  might 
take  5%  or  10%  of  the  pension  as- 
sets we  manage  for  a  company  and 
put  it  in  a  high-growth,  high-risk 
fund,"  said  Theobald.  Thus,  the  re- 
turn that  an  investor  earns  from 
Citibank  depends  as  much  on  which 
Citibank  fund  he  picks  as  on  how 
good  is  Citibank  management.  That 
means  that  no  matter  what  kind 
of  economic  climate  FNCB  runs 
into,  some  of  its  funds  will  prob- 
ably outperform  the  averages,  while 
others  are  equally  likely  to  under- 
perform  them. 

Not  particularly  glamorous,  we 
thought,  but,  like  the  Sphinx,  some- 
thing likely  to  endure.  "In  general," 
said  Theobald,  "we  tell  people  that 
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If  a  good  scotch  offers  uulimited 
opportunities  for  enjoyment, 
imagine  the  possibiUties  with 
a  great  scotch. 
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The  Pleasure  Principle. 


86  Proof  Blended  Scotch  Whisky  ®  1972  Paddinglon  Corp.,  N.Y. 
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This  vital  resource 
is  becoming  extinct. 

General  Electric  is 
working  on  its  successor. 


Coal  extinct?  Never,  you  say. 

The  experts  say  differently.  It's 
been  predicted  that  all  the  eco- 
nomically recoverable  reserves  of 
coal  in  this  country  may  go  up  in 
smoke  in  the  next  80  to  1 50  years. 

The  world's  reserves  may  last 
no  more  than  300  years.  Gas  and 
oil  will  be  gone  before  then. 

Won't  nature  be  making  more 
coal,  gas  and  oil?  Yes.  But  the 
process  takes  millions  of  years. 

So,  obviously,  the  world  must 
find  other  fuels.  New  fuels  to  gen- 


erate electricity  would  be  an  im- 
portant starting  point. 

One  answer  is  already  at  work. 
Nuclear  power.  General  Electric 
has  68  nuclear  power  plants  in  the 
works  to  help  meet  electricity 
needs  for  years  to  come. 

For  the  more  distant  future. 
General  Electric  is  working  with 
the  government  and  utilities  to  de- 
velop a  new  kind  of  nuclear  power 
plant.  A  fast-breeder  reactor. 

Experimental  fast-breeder  re- 
actors have  already  been  tested. 
Fueled  with  common  uranium  and 
plutonium,  the  fast-breeder  will 
make  electricity.  But  it  will  also 
make  fuel.  Through  a  complex  re- 
action, it  will  actually  make  more 
fuel  thaji  it  uses. 


Experts  think  fast-breeders 
will  postpone  a  fuel  shortage.  Per- 
haps for  thousands  of  years. 

General  Electric  is  also  work- 
ing on  ways  to  transmit  more  elec- 
tricity over  present  wires.  Working 
on  underground  distribution  sys- 
tems to  improve  the  look  of  resi- 
dential streets.  Even  working  on  a 
single  cable  to  carry  the  electricity 
for  a  million  people  all  by  itself. 

There's  no  easy  way  to  meet 
future  energy  needs.  But  General 
Electric  is  working  to  make  it 
easier. 
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Questions  for  executives 
witli  urgent 
building  commitments 

If  you  are  thinking  of  a  new  plant  or  adding  to  your 
present  one,  here  are  some  important  questions 
to  consider. 

•  Will  the  project  be  completed  on  time? 

•  Will  it  be  completed  within  the  budget  we  establish? 

•  How  soon  can  we  estimate  the  total  cost  of  the 
project— early  in  planning  stages  or  must  we  wait 
until  construction  begins  to  pinpoint  our  costs? 

•  Will  we  have  to  deal  with  several  agencies  or  can  we 
turn  the  project  over  to  one  organization  who  can  take 
responsibility  from  concept  through  completion? 

•  Can  we  be  sure  that  all  phases  of  the  project  will  be 
carried  out  according  to  a  uniform  standard 

of  performance? 

•  Can  we  expect  up-to-date  and  reliable  reports  of 
construction  progress  regardless  of  the  location? 

•  Will  the  organization  we  select  have  the  internal 
flexibility  and  capability  to  meet  our  specific  needs? 

•  Can  the  organization  we  select  perform  efficiently  in 
any  geographical  area— even  overseas  if  necessary? 

Questions  like  these  can  raise  a  lot  of  doubt  during 
initial  stages  of  capital  programs.  The  Austin  Company 
can  remove  that  doubt  and  we  invite  your  inquiry 
for  a  discussion  of  its  services  in  the 
United  States,  Canada,  or  abroad.  For  further 
information  please  contact  The  Austin  Company, 
3650  Maytield  Road,  Cleveland,  Ohio  44121. 


THE  AUSTIN 
COMPANY 

Designers    Engineers  •  Builders 


The  Money  Men 


sound  quality  companies  with  a 
growth  orientation  ought  to  yield 
a  total  return  of  10%,  maybe  11%, 
over  long  periods  of  time." 

As  Tom  Theobald  was  talking, 
it  began  to  dawn  on  us  that  he  was 
skillfully  turning  Patman's  pressure 
on  bank  trust  departments  to  his 
-own  advantage.  The  pension  fund 
business  is  the  fastest-growing  seg- 
ment of  the  investment  business. 
Because  accounts  tend  to  be  large 
and  the  amount  of  hand-holding 
small,  it  is  probably  a  much  more 
profitable  business  than  personal 
trust  accounts.  By  talking  relative- 
ly freely  and  releasing  more  data 
earlier  than  his  big  New  York  com- 
petitors like  Morgan  and  Chase, 
Theobald  was  getting  valuable  ex- 
posure for  his  investment  man- 
agement operation.  After  all,  any 
company  looking  for  a  pension  fund 
adviser  might  be  attracted  to  a 
bank  that  reacts  to  a  changing 
world  before  its  competitors. 

We  took  another  look  at  Tom 
Theobald's  annual  report.  Among 
the  top  ten  holdings  at  the  close 
of  1971  were  IBM  ($944.4  mil- 
lion), Xerox  ($670.4  million), 
Eastman  Kodak  ($377.2  million) 
and  Avon  ($334.4  million).  Basi- 
cally, the  list  looked  quite  similar 
to  the  one  published  for  1970. 
"Our  most  significant  decision  was 
not  to  make  a  change,"  said  Theo- 
bald. "We  felt  we  should  continue 
to  hold  the  maximum  amount  of 
common  stock,  and  emphasize  con- 
sumer-oriented companies— hence 
our  new  positions  in  J.C.  Penney 
and  Schering-Plough." 

None  of  Citibank's  largest  hold- 
ings in  individual  stocks  exceeded 
5%  of  the  outstanding  common,  we 
observed.  Wasn't  that  comfortably 
under  tlie  upper  10%  limit  proposed 
by  the  Patman  bill  as  a  means  of 
limiting  commercial  bank  control 
of  corporations?  "Well,  yes,"  re- 
plied Tlieobald,  "but  that  certainly 
wasn't  our  primary  reason.  If  we 
held  more  than  5%  of  a  company's 
stock,  we'd  be  concerned  that  we 
could  become  locked  in.  That  5% 
limit  is  our  working  rule  for  good 
market  liquidity." 

Even  so,  we  said,  if  you  ever 
wanted  to  sell  2.5  million  shares 
of  IBM,  spread  out  over  6,000  or 
7,000  separate  trust  accounts  at 
Citibank,  wouldn't  those  people 
whose  IBM  holdings  were  last  to 
be  sold  be  hurt?  We  thought  we 
might  catch  Theobald  on  this  one. 
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"Not  really,"  Theobald  replied 
in  his  customary  brisk,  confident 
manner.  "Last  >ear  we  decided 
that  we  wanted  to  sell  $60  million 
worth  of  Holiday  Luis,  almost  5% 
of  the  stock.  We  sold  it  gradually 
over  a  period  of  weeks  with  essen- 
tially no  change  in  price.  I  think 
it  ranged  between  43^2  and  44}i. 

"The  point  is  that  we  just  do 
not  have  large  holdings  in  any  com- 
pan\"  in  which  we  do  not  have  a 
strong  liking  for  the  loug-tenn  fun- 
damentals of  the  company,"  he 
added.  "IBM  is  not  going  to  turn 
into  a  Penn  Central  overnight." 

We  asked  Theobald  to  look  back 
over  the  market  performance  of 
Citibank's  trust  department  in  the 
two  years  since  he  took  over  back 
in  January  1970.  How  did  those 
two  representati\e  accounts  that 
scored  so  well  in  1971  do  during 
1970?  In  fact,  they  declined  9%  and 
10%  over  1970  when  the  Dow 
Jones  index  rose  9.3?.  With  the 
advantage  of  hindsight,  would  he 
have  done  an\  thing  dillerently? 
"From  Xoveniber  [1969]  to  April 
1970  we  were  still  {)rett>  fulK  in- 
vested. If  we'd  been  geniuses,  we 
would  ha\e  liglitened  in  April  and 
avoided  that  decline,"  he  replied. 

Did  Citibank  also  stay  out  of 
the  bond  market  like  most  institu- 
tions when  yields  were  up  around 
9??  "Sure  we  did,"  he  replied,  "be- 
cause ue  felt  that  stocks  miglit  pro- 
vide 30'l  and  40'^  yields,  and  they 
did  over  the  next  12  months,  in 
some  cases  until  today.  It  was  a 
swing  of  hundreds  ot  millions. " 

We  asked  Tom  Theobald  to  gaze 
into  his  crystal  ball  for  us  and  tell 
us  what  Citibank  saw  in  the  mar- 
ket for  1972.  "We're  still  heavily 
invested  in  stocks,"  he  said,  "and 
we  expect  an  increase  of  15%  or 
so  in  corporate  earnings,  and  in  ag- 
gregate that  ought  to  translate  in- 
to a  strong  increase,  by  today's 
standards,  in  the  market."  But,  said 
Theobald,  "we  don't  have  the  same 
conviction  we  had  in  the  summer 
of  1970  when  we  felt  we  were 
shooting  ducks  in  a  barrel." 

As  we  left  his  office  we  looked 
back  at  Tom  Theobald,  a  34-year- 
old  Harvard  Business  School  grad- 
uate who  was  already  an  executive 
vice  president  of  Citibank.  Just 
six  years  ago  he  had  been  in  charge 
of  a  small  consumer  finance  affiliate 
in  Australia.  What  next,  we  asked? 

"I  keep  my  job  by  performing," 
Theobald  replied.  ■ 


In  Omaha-Southeast  Nebraska 
you're  in  the  "Middle  of  Everywhere" 


We  have  plenty  of  it.  Developed  industrial  parks  or 
undeveloped  land.  187  miles  of  frontage  on  the 
navigable  Missouri  river.  Spec  buildings  and 
warehouse  space  ready  for  occupancy.  14  new 
industrial  parks  in  the  Omaha  area  alone. 

We  have  the  room  for  you  to  grow,  smack  dab  in  the 
middle  of  the  U.S.  And  our  electric  power  is  more 
than  ample  with  low  industrial  rates. 

Write  for  our  new  folder  "Middle  of  Everywhere" 
with  four-color  map  and  outline  of  total  site  services. 


I  Omaha  Public  Power  District  ^l^^»^^ 

Area  Development  Department-1623  Harney  Street 
Omaha,  Nebraska  68102   (402)  341-3100  Ext.  292 


COMPANY  NAME 


I   ADDRESS 


This  aJtertisf merit  if  neither  an  offer  to  sell  nor  a  solicitat/on  of  an  offer  to  buy  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


2,000,000  Shares 

Pacific  Gas  and  Electric  Company 

7.84%  Redeemable  First  Preferred  Stock 

$25  P>r  Value 


Price  $27.55  Per  Share 

(Plui  accrued  dividend!,  if  any,  from  date  of  iiiue) 


Copies  of  the  Prospectus  may  he  oblaiiied  from  any  of  the  several  Underwriters 

only  in  states  in  which  such  Underwriters  are  qualified  to  act  as  dealers 

in  securities  and  in  which  the  Prospectus  may  be  legally  distributed. 


Dean  Witter  &  Co. 

Incorporated 


BIyth  &  Co.,  Inc. 


Dillon,  Read  &  Co.  Inc. 
Lehman  Brothers 

Incorporated 

Drexel  Firestone 

Incorporated 

Goldman,  Sachs  &  Co. 
Kidder,  Peabody  &  Co. 

Incorporated 

Smith,  Barney  &  Co. 

Incorporated 

White,  Weld  &  Co. 

Incorporated 

March  24,  1972 


The  First  Boston  Corporation 


Kuhn,  Loeb  &  Co. 


duPont  Glore  Forgan 

Incorporated 

Halsey,  Stuart  &  Co.  Inc. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Eastman  Dillon,  Union  Securities  &  Co. 

Incorporated 

Homblower  &  Weeks-Hemphill,  Noyes 


Lazard  Freres  &  Co.     Loeb,  Rhoades  &  Co.     Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Wertheim  &  Co.,  Inc. 
Walston  &  Co.,  Inc. 


Stone  &  W'ebster  Securities  Corporation 

E.  F.  Hutton  &  Company  Inc. 


Bache  &  Co, 

Incorporated 
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From  Bob  Prescott's  Airline  to  Mr. 
Hoffman's  Transportation  Company 

"Everybody  calls   Prescott,    Bob."   says   one   Flying 
Tiger  employee.  "Nobody  calls  Mr.  Hoffman,  Wayne." 


Los  Angeles-based  Flying  Tiger 
Corp.  is  probably  best  known  for  its 
59-year-olcl  founder  and  president, 
Robert  W.  Prescott.  Over  more  than 
a  quarter  century,  the  affable  Pres- 
cott nursed  and  cursed  his  little 
$178,000  puddle-jumper  into  the 
world's  largest  all-cargo  airline.  Fly- 
ing Tiger  was  Prescott's  baby:  In  the 
early  days  he  even  piloted  its  planes. 

Lately,  however,  Prescott's  colorful 
style  has  been  supplemented  by 
Chairman  Wayne  Hoffman's  financial 
ratios  and  bar  charts.  "Everybody 
calls  Prescott,  Bob,"  says  one  em- 
ployee. "Nobody  calls  Mr.  Hoffman, 
Wayne."  But  the  combination  seems 
to  work.  In  1971  FTC  came  up  with 
record  earnings  of  $2  a  share  on  sales 
of  $209.5  million. 

Back  in  1967,  Hoffman  quit  the 
New  York  Central  Railroad  on  the 
eve  of  its  merger  with  the  Pennsylvan- 
ia. Hoffman  was  the  youngest  execu- 
tive vice  president  in  the  Central's 
history  and  clearly  had  a  splendid 
shot  at  running  the  nation's  largest 
transportation  company  one  day.  Yet 
Hoffman  joined  Prescott's  dinky 
West  Coast  cargo  carrier  for  a  salary 
of  $85,000  and  the  title  of  co-chief 
executive.  The  deal  was  for  Prescott 
to  run  the  airline  while  Hoffman 
would  be  in  charge  of  marketing  and 
legal  matters. 

Since  then  Hoffman  has  really  made 
his  mark  on  Flying  Tiger.  Since  1968 
the  company  has:  1)  formed  Flying 
Tiger  Corp.,  a  holding  company  with 
the  airline  as  a  subsidiary;  2)  insti- 
tuted stringent  cost  controls;  3)  cap- 
tured North  American  Car  Corp. 
(sales:  $64  million),  the  nation's 
fourth  largest  rail-car  leasing  compa- 
ny, with  a  swift  tender  offer;  4) 
bought  National  Equipment  Rental 
($23  million),  an  aircraft,  computer 
and  general  equipment  lessor  and  5) 
slated  $77  million  in  capital  expendi- 
tures for  NAC  and  NER  in  1972. 

Surprise 

NAC,  an  old  hand  at  fending  off 
takeovers,  was  caiiglu  off  balance  by 
Hoffman's  sudden  mo\es.  Flying  Tiger 
Corp.,  the  holding  company,  was 
officially  approved  on  June  30,  1970. 
On  July  8th-9th,  it  snapped  up  two 
huge  blocks  of  NAC  sl()ck-538,000 
shares  held  by  two  brokerage  houses. 
Then  FTC  ollered  cash  and  stock  for 
the  remaining  shares,  a  total  of  $67. .'i 
million.   Wlion  NAC  stalled,   l! 
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tense  of  a  friendly  merger  quickly 
vanished.  "I  told  them,"  says  Hoffman, 
"the  time  for  studying  the  idea  is  long 
past."  The  merger  came  six  months 
later  in  one  of  the  fastest  takeovers  of 
any  Big  Board  listed  company. 

Hoffman  soon  found  another  sweet 
deal  in  National  Equipment  Rental, 
the  leasing  subsidiary  of  troubled 
American  Export  Industries  (Forbes, 
Mar.  15).  NER  was  a  distress  sale 
forced  by  American  Export's  bankers. 
Flying  Tiger  paid  only  $23  million  for 


Flying    Porker    Line 

ing  pigs  to  Japan  is  a  grow- 
ing business.  So  is  carrying 
electronic  components  fo  Tai- 
pei and  finished  products  back. 


equity  booked  at  $38  million.  The 
price  was  so  low,  in  fact,  that  Ameri- 
can's stockholders  are  suing  for  more. 

Why  the  headlong  rush  into  leas- 
ing? For  one  thing,  the  fact  that  Fly- 
ing Tiger  picked  up  NER  for  $15  mil- 
lion under  book  value  virtually  as- 
sures an  earnings  turnaround  in  1971. 
For  another,  there  are  juicy  tax  shel- 
ters. "NAC,  with  its  huge  depreciation 
($17  miff  ion  in  1971),  paid  no  taxes 
pn  its  hefty  $7-million  pretax  operat- 
ing income  and  sheltered  all  of  the 
airline's  income  as  well. 

Hoffman  had  one  other  aim.  He 
also  wanted  to  invest  the  airline's 
prodigious  cash  flow  ($57  mffhon  in 
1971)  in  a  steady  growth  business 
that  would  smooth  the  airline's  erratic 
earnings.  Hoffman  knew  the  intricacies 
of  rail-car  leasing  from  the  Central, 
so  NAC  was  a  natural  choice. 

Hoffman  has  big  plans  for  the  leas- 
ing companies.  NER  is  getting  $27 
million  to  expand  its  general  equip- 
ment line.  NAC  can  spend  $50  mfflion 
for  new  tank  and  hopper  cars  in  1972, 
maybe  more  in  1973.  The  goal:  20% 
of  the  tank  and  hopper  car  markets. 

Stffl,  rail-car  leasing  is  a  traditional- 
ly slow-growing  business.  And  among 
the  big  four  leasing  companies  (Gen- 
eral American,  Trans  Union,  Shippers' 
Car  Line,  NAC),  NAC  ranks  dead 
last.  More  important,  the  cutthroat 
tank-car  leasing  market  has  shrunk 
about  25%  in  the  last  two  years.  Ac- 
cording to  NAC  competitors  and  cus- 
tomers, a  further  decline  is  possible. 

Flying  High 

What  of  Bob  Prescott's  airline?  It 
never  looked  better.  On  sales  of  $144 
million  in  1971,  FTL  earned  some  $27 
million  (pretax),  and  is  still  the  main- 
stay of  the  holding  company.  Offset- 
ting the  drop  in  Vietnam  traffic.  Fly- 
ing Tiger's  lucrative  commercial  trans- 
pacific business  was  up  65%  to  $33  mil- 
lion last  year.  Domestically,  FTL  nar- 
rowed its  loss  to  about  $1  million  and 
signed  a  contract  for  one-third  of  Unit- 
ed Parcel  Service's  business— about  $7 
million  worth.  With  that.  Flying  Tiger 
might  break  even  on  its  domestic 
cargo  in  1972,  which  would  be  a  first 
for  any  airline.  "Damn  it,"  says  Pres- 
cott, "I  know  we  will." 

So  where  does  the  Flying  Tiger 
Transportation  Co.  go  from  here?  "We 
have  already  arrived,"  says  Hoffman. 
"We  are  not  on  the  acquisition  trail, 
and  we  don't  want  to  be  a  conglom- 
erate. We're  an  airline  and  a  leasing 
company,  and  that's  where  we  want 
to  be.  I  like  to  bet  with  analysts  on 
how  we'll  do.  I  give  them  projections  j 
they  don't  believe  I'll  make,  and  tell 
them  to  come  back  in  six  months.  I've 
done  that  for  a  year  and  a  half,"  he 
says.  "Lately  I've  had  fewer  takers."  ■ 
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They  No  Longer  Say,  "/  Got  a  Lemon''— 
Nowadays,  They  Say  'Til  Sue'' 

More  than  half  a  million  product-liability  suits  are 
in  the  courts  at  present— and  the  number  is  growing. 


As  RECENTLY  as  1960,  there  were 
fewer  than  50,000  product-liabilit\- 
cases  in  the  courts.  In  1963  the  num- 
ber jumped  to  250,000;  in  1970,  to 
500,000.  It's  expected  to  pass  the  mil- 
lion mark  by  1975.  It's  getting  to  be 
a  gold  mine  for  law\ers  and  a  terrific 
headache  for  businessmen. 

Says  H.D.  Hulme,  a  Westinghouse 
quality-control  manager:  "Today,  a 
poorly  made  product  is  not  passed  off 
with  the  remark,  'I  got  a  lemon.'  More 
likely  the  words  are,  'I'll  sue.'  " 

The  suits— and  sometimes  the  judg- 
ments—can be  for  staggering  amounts. 
Only  the  other  day  a  California  law- 
yer, David  L.  Caplan,  filed  a  class- 
action  suit  on  behalf  of  a  man  named 
Vernon  H.  Kendricks  and  3,000  John 
Does  against  three  supermarket  chains 
for  more  than  $40  million.  He  charged 
them  with  selling  ordinary  food  as  or- 
ganic food.  Another  California  lawyer, 
George  A.  Peters,  author  of  Product 
Liability  and  Safety,  recalls  an  award 
of  $21.8  million  for  an  accident  caused 
by  the  absence  of  a  baffle  in  the  wing 
fuel  tank  of  a  small  aircraft. 

Of  course,  there  is  often  a  wide  gap 
between  the  amounts  asked  and  the 
amounts  awarded— and  especially  the 
amounts  actually  paid  after  the  case 
has  been  appealed.  Still,  the  cost  to 
a  company  can  l)e  substantial.  In  one 
case,  Meinert  vs.  Searle,  a  woman 
who  developed  a  blood  clot  in  her  in- 
testines after  taking  The  Pill  collected 
$250,000.  Searle  was  covered  by  prod- 
uct-liability insurance.  Alfred  S.  Julien 
of  the  law  firm  of  Julien,  Glaser,  Blitz 
&  Schlesinger,  who  handled  the  case, 
now  has  about  50  similar  ones  in  the 
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courts.  Searle's  losses  could  run  into 
the  millions.  Earnings  would  not  be 
directly  affected,  but  the  cost  of  the 
insurance  the  company  must  carry 
does,  of  course,  cut  earnings  down. 

In  Cole  vs.  Pfizer,  a  cook  at  a  Vet- 
erans Administration  hospital  in  up- 
state New  York,  who  came  down  with 
polio  after  taking  Sabin  polio  vaccine, 
collected  $550,000. 

In  Sheedy  vs.  Warco,  the  widow  of 
a  driver  who  was  killed  when  his 
brakes  failed  collected  $250,000. 

Company  Bankrupted 

The  threat  of  such  suits  has  been  a 
major  factor  in  persuading  companies 
to  recall  products.  The  cost  of  recall- 
ing or  recapturing  a  product  can  run 
to  millions.  Abbott  Laboratories  esti- 
mates that  recalling  6  million  intrave- 
nous-feeding bottles,  destroying  them 
and  closing  the  facility  that  produced 
them  cost  $8.5  million.  When  a  bank- 
er, Samuel  Cochran  Jr.,  died  of  botu- 
lism poisoning  after  eating  a  can  of 
Bon  Vivant  vichyssoise,  the  cost  of 
recalling  all  its  products  drove  the 
company  into  bankruptcy.  Says  Bon 
Vivant  president  Andrew  Paretti: 
"There  isn't  a  food  packer  in  the  coun- 
try, even  the  biggest,  who  could  with- 
stand a  total  recall  without  going 
broke. "  It  cost  Campbell  Soup  $5 
million  just  to  recall  two  kinds  of 
soup  processed  in  one  plant. 

Strangely,  only  a  handful  of  insur- 
ance companies  write  product  recall 
insurance— Fireman's  Fund,  Lloyds  of 
London,  the  Insurance  Co.  of  North 
America,  Employers  Insurance  Co.  of 
Wausau     and     the     CNA     Insurance 


Group— and  only  about  200  U.S.  com- 
panies have  signed  up  for  it,  roughly 
half  of  them  with  Fireir,in's  Fund. 

Giant  manufacturers  like  du  Pont 
and  General  Motors  insure  themselves 
against  product-liability  suits.  GM, 
for  example,  absorbed  the  costs  of 
suits  based  on  alleged  defects  in  the 
Corvair;  how  much  that  came  to  no- 
body knows  except  GM.  Other  manu- 
facturers take  out  policies  which,  says 
an  underwriter,  "may  range  from 
$300,000  for  a  company  that  makes 
stapling  machines  to  $100  million  for 
a  drug  company."  A  drug  company's 
$100  million  might  cost  it  several 
million  a  year;  premiums,  the  under- 
writer adds,  are  negotiated.  We  have 
to  judge  each  risk  separately. 

"Say  you're  a  supplier  for  a  Detroit 
auto  manufacturer,  with  sales  of 
$500,000.  If  you're  making  a  simple 
part,  which  can  go  wrong  but  won't 
cause  the  car  to  crash,  you  might 
have  to  pay  between  one-fourth  of 
1%  and  one-half  of  1%  of  sales.  On  the 
other  hand,  if  you're  making  a  part 
for  the  brakes,  you  might  have  to  pay 
1/2%.  The  longevity  of  a  product  is  a 
factor,  too.  If  you're  making  toys,  well, 
they  don't  last  very  long.  But  if  you're 
making  electric  toasters,  they're  likely 
to  last  for  ten  years.  You  sell  1  mil- 
lion of  them  a  year,  and  in  ten  years 
you're  going  to  have  10  million  of 
them  around.  Lord  knows  how  many 
people  they  may  electrocute." 

From  Profit  to  Loss 

Once  a  profitable  little  sideline, 
product-liability  insurance  is  fast  be- 
coming a  headache  for  the  insurance 
companies.  Says  Victor  T.  Ehre,  presi- 
dent of  the  Utica  Mutual  Insurance 
Co.:  "Product-liability  coverage  from 
a  profits  standpoint  has  been  deteri- 
orating by  leaps  and  bounds.  .  .  .  We 
recently  concluded  a  case  in  which 
we  won  a  suit  after  a  three-month 
trial;  the  attorney's  fee  was  $17,000, 
not  including  previous  costs  for  pre- 


Danger!  Accidents  on  the  highways 
get  the  publicity,  but  danger  can  lurk 
in  the  most  innocent-looking  products: 
a  can,  a  bottle,  a  commonly  used  pill, 
a   color  television   set,   or  appliance. 
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This  rnnouncemeni  is  no!  an  offer  of  securities  for  sale  or  a  solicitation  of  an  offer  to  buy  securities 


March  22,  1972 


1,461,080  Shares 

Wheelabrator-Frye  Inc, 

Common  Stock 

Par  Value  $.10  Per  Share 


These  shares  are  presently  outstanding  and  are  being  purchased 
by  the  underwriters  from  a  stockholder. 


Price  $7,625  per  share 


Copies  of  the  prospectus  may  be  obtained  from  such  of  the  itndersigued  (who  are  amovg 

the  nnderwriters  named  in  the  prospectus)  as  may  legally  offer 

these  securities  under  applicable  securities  laws. 


Dillon,  Read  &  Co.  Inc. 


BIyth  &  Co.,  Inc.  The  First  Boston  Corporation  Drexel  Firestone 

Incorporated 


duPont  Glore  Forgan 

IncorporiHd 


Goldman,  Sachs  &  Co. 


Eastman  Dillon,  Union  Securities  &  Co. 

Incorporated 


Hornblower  &  Weeks-Hemphill,  Noyes 


Kuhn,  Loeb  &  Co.  Lazard  Freres  &  Co. 


Loeb,  Rhoades  &  Co. 


Smith,  Barney  &  Co.  Wertheim  &  Co.,  Inc.  Dean  Witter  &  Co. 

Incorporated 

Burnham  &  Company  Inc. 


Bache  &  Co 

Incorporalfd 


Reynolds  Securities  Inc. 


Shearson,  Hammill  &  Co. 

Incorporated 
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trial  preparation.  We  can  hardly  af- 
ford such  Pyrrhic  victories." 

According  to  Ehre,  general  liability 
insurance,  which  covers  product  lia- 
bility, was  once  "consistently  one  of 
the  most  profitable  classes  of  insur- 
ance. .  .  .  For  the  15  years  leading  up 
to  1966,  underwriting  profits  on  gen- 
eral liability,  bodily  injury  and  prop- 
erty daiViage  averaged  about  15%.  In 
1966  the  profit  dropped  to  about  6%. 
In  ,  1967  profit  disappeared  entirely 
and 'the  class  produced  a  loss  of  about 
2%.  In  1968  the  loss  rose  to  5%." 

The  sudden  jump  in  the  number  of 
product-liability  suits  is  not  entirely 
the  result  of  "consumerism."  Ralph 
Nader  did  encourage  it  with  his  at- 
tacks on  the  Corvair  and  his  book 
Unsafe  at  Any  Speed,  but  the  basic 
reason  is  a  series  of  court  decisions, 
starting  in  1960,  that  completely  revo- 
lutionized the  law  of  product  liability. 
Where  the  rule  once  was  caveat  emp- 
tor, let  the  buyer  beware,  it's  now 
caveat  venditor,  let  the  seller  beware. 

The  result,  says  Bernard  Kaapcke 
of  the  Insurance  Information  Institute, 
is  that,  "In  any  package,  product  or 
part  sold  in  the  U.S.  today,  there  may 
be  hidden  a  ticking  time  bomb."  Un- 
der the  court  decisions  of  the  past 
decade,  he  points  out,  a  manufacturer 
can  be  held  "strictly  liable  for  damages 
to  consumers  even  though  there  is 
no  contract  or  other  direct  relation- 
ship, and  no  showing  of  negligence." 

In  fact,  he  can  be  held  liable  even 
if  the  consumer  misuses  his  product. 
Robert  C.  Battle,  vice  president  of 
Alexander  &  Alexander,  insurance  bro- 
kers, recalls  the  case  of  a  woman, 
bothered  by  bugs,  who  bought  a  can 
of  a  nationally  marketed  insecticide. 
She  sprayed  herself  with  it  and  had 
a  violent  allergic  reaction.  She  sued— 
and  collected. 

How  It  Started 

For  years,  manufacturers  were  pro- 
tected from  product-liability  suits  by 
a  rule  of  law  known  as  privity.  This 
meant  that,  if  a  product  was  defective, 
the  buyer  could  sue  only  the  man  he 
l)ought  it  from,  not  the  company  that 
made  it.  The  dealer,  in  turn,  could  sue 
the  wholesaler,  who  could  sue  the 
company.  This  was  such  a  long  and 
costly  process  that  hardly  an\one  e\^er 
brought  suit.  In  1916  the  rule  of  priv- 
it\'  began  to  crumble,  but  manufac- 
turers still  were  protected  from  prod- 
uct-liability suits  because  the  consum- 
er had  to  prove  negligence. 

In  I960  the  wall  protecting  manu- 
facturers broke  with  the  case  of  Hen- 
ningscn  vs.  Bloomfield  Motors. 

Clans  Henningsen  bought  a  Plym- 
outh from  the  authorized  Chrysler 
dealer  in  Bloomfield,  N.J.  Several  days 
later,  while  his  wife  Helen  was  driving 
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it,  the  steering  wheel  came  off.  The 
car  ran  into  a  briclc  wall  and  was  total- 
ly demolislied.  Mrs.  Henningsen  sus- 
tained painful  injuries. 

Was  Chr\sler  guilt\  of  negligence 
in  the  manufacture  of  the  Plymouth? 
The  experts  said  the  car  was  too  bad- 
K  damaged  for  them  to  determine 
what  had  gone  wrong.  One  could  only 
say  that  "something  down  there  had 
to  drop  off  or  break  loose."  Henning- 
sen could  not  pro\e  negligence,  and 
pre\ious  courts  had  niled  that  there 
could  be  no  damages  without  proof 
of  negligence.  This  time  the  court 
ruled  that  the  \ictim  does  not  have  to 
prove  negligence. 

Chr\sler  appealed,  but  the  New 
Jersey  Supreme  Court  upheld  the  low- 
er court,  hi  effect,  the  Supreme  Court 
ruled  that  Henningsen  had  an  implied 
warranty  that  the  car  would  operate 
reasonably  well,  that  the  steering 
wheel  would  not  come  ofl  in  his  wife's 
hands.  It  didn't  make  any  difference 
whether  Chrysler  had  been  negligent 
in  the  manufacture  of  the  Plymouth 
or  not. 

After  that  came  a  swift  series  of 
court  rulings  that  further  opened  man- 
ufacturers to  product-liability  suits. 
As  things  stand  now  in  most  of  tlic 
states  of  the  Union,  anyone  injured  by 
a  defectiNC  product  can  sue  e\eryone 
connected  with  the  product— the  man- 
ufacturer, his  suppliers,  his  distribu- 
tors, the  retailers.  He  can  bring  class 
actions  on  behalf  of  everyone  who 
bought  the  product.  All  he  need  prove 
is  that,  for  some  reason,  the  product 
doesn't  work  the  way  a  reasonable 
man— and  perhaps  even  an  unreason- 
able one— has  a  right  to  expect. 

Professor  David  L.  Rados  of  Colum- 
bia University's  Graduate  School  of 
Business  wrote  in  the  Harvard  Busi- 
lU'ss  Review:  "So  far  no  advertising 
agency  has  been  held  negligent  in  the 
preparation  of  copy,  but  such  action 
can  rcasonal)K'  be  expected.  E\en  in- 
dustry associations  and  testing  labora- 
tories, which  are  organizations  remote 
from  the  injured  consumer,  may  soon 
Hia\e  to  face  actions." 

According  to  Robert  B.  Johnson, 
\ice  president  of  Continental  Insur- 
ance Co.,  insurance  companies  have 
already  been  sued  tor  product  liability 
after  their  inspectors  gave  a  manu- 
facturer advice  on  how  to  make  his 
product  safer.  The  suits  have  been 
"based  upon  the  alleged  negligence  of 
the  insurance  company  in  not  making 
certain  that  the  insured  corrected  the 
unsafe  condition." 

Cashing  In 

Naturally,  the  legal  profession  has 
been  quick  to  cash  in  on  the  changed 
situation.  Says  a  Midwest  insurance 
association  executive:  "As  the  idea  of 


no-fault  auto  insurance  spreads,  we 
find  more  and  more  lawyers  turning 
to  product-liability  suits.  It's  now  the 
big  thing." 

In  fact,  insmance  companies  say 
that  product-liability  suits  may  well 
overtake  auto-liability  suits  both  in 
the  number  of  suits  and  in  tlie 
judgments  sought. 

Product  suits  still  have  a  way  to  go 
before  they  become  the  lawyers'  bo- 
nanza that  auto  accident  suits  are. 
Complains  one  specialist  on  product 
liability:  "In  auto-liability  suits,  the 
insurance  companies  settle  more  often 
than  not,  but  in  product-liability  cases, 
they  can't  settle  except  with  the  con- 
sent of  the  company,  and  companies 
are  loath  to  give  consent  because  they 
want  to  uphold  the  integrity  of  theii- 
products.  So  you  have  to  fight,  and 
that  can  be  costly  to  a  lawyer.  These 
product-liability  suits  are  among  the 
most  difficult  of  all  pieces  of  litigation." 

An  insurance  company  executive 
answers:  "Well,  yes  and  no.  What 
happens  is,  they  don't  bother  with 
small  claims  except  to  bring  a  class 
action.  They  concentrate  on  the  whop- 
pers. If  th'ev  collect,  say,  $350,000 
for  a  client,  that's  $100,000  for  them, 
minus  costs.  Get  one  real  sour  prod- 
uct; get  50  cases;  and  you've  made 
yourself  a  million." 

To  the  Rescue 

The  paradox  is  that  manufacturers, 
wliolcsalers,  retailers  and  insiu'ance 
companies  may  get  .some  relief  from, 
of  all  things,  the  consumer  movement. 
This  has  led  several  congressmen  to 
introduce  bills  to  set  up  a  government 
agency  with  the  power  to  establish 
and  cnfoice  product  standards.  One 
such  bill  has  already  been  reported 
out  by  the  Senate  Commerce  Com- 
mittcfe  by  a  vote  of  17  to  1. 

Normally,  businessmen  gnnnble 
about  new  burdens  of  regulation.  In 
this  ca.se,  the  National  Association  of 
Manufacturers  came  out  in  favor  of 
regulation.  Testifying  for  the  NAM 
before  the  Commerce  Committee, 
AMF  Vice  President  Stanley  Groner 
said:  "As  far  as  we  can  determine, 
manufacturers  overwhelmingly  recog- 
nize the  legitimate  interest  of  the  Fed- 
eral Government  in  the  safety  of  prod- 
ucts in  national  markets." 

According  to  S.L.  Sutcliffe,  counsel 
to  the  Commerce  Committee,  the  busi- 
ness community  hopes  that  if  tlie  Gov- 
ernment does  establish  product  stan- 
dards, the  number  of  product-liability 
suits  will  drop.  At  the  very  least, 
manufacturers  who  abided  by  the 
standards  would  have  a  good  defense. 

Any  way  you  slice  it,  though,  it's 
getting  to  be  a  tougher  world  for 
businessmen— and  a  happier  world  for 
law  vers.    ■ 


How  do  you  get 
a  $1,500  to  ^25,000 
Executive/ 
Professional  Loan . . . 
without  collateral, 
without  interview, 
and  strictly  by  mail? 

Very  confidentially. 

When  you're  an  executive  or  profes- 
sional man  or  woman,  borrowing  big 
money  demands  absolute  privacy. 
Which  is  why  Associates  Financial 
Services  Corporation  now  offers  ex- 
ecutive and  professional  loans  up  to 
$25,000  strictly  by  mail ..  .without 
embarrassing  interviews,  and 
at  rates  about  the  same  as 
most  revolving  charge  ac- 
counts. Your  confidence 
completely  respected. 
For  immediate  details 
(no  one  will  call), 
write  .  .  . 

Associates  Financial  Services  Corpo- 
ration, Suite  111,  1030  E.  Jefferson 
Blvd.,  South  Bend,  Indiana  46617,  or 
call  collect  Mr.  Charles  Papas  at  219/ 
232-2097. 


NEW  SPRAY  SYSTEM 
FOR  PLANT  ROOFS 


Your  own  manpower  can  renew  your  plant 
roofs  at  minimum  cost  with  the  new  Randus- 
trial®Roof  Spray  System.  No  experience 
is  required.  The  know-how  is  engineered 
into  the  equipment  which  is  loaned  to  you 
at  NO  CHARGE.  A  Randustrial®  Roof  ing 
Engineer  follows  the  progress  of  your  job. 
Professional  results  are  assured.  A  uni- 
form coating  of  a  new  plastic  waterproof 
sealant  protects  your  roof  from  the  elements 
for  many  years.  Ask  to  see  FREE  3-minute 
color  movie,  "Spray  Roofs -Save  Money," 
and  for  your  FREE  copy  of  our  48-page 
Catalog. 

Mandustriai^  Corporation 

formerly  Ranco  Industrial  Products  Corp. 
13306  Union  Avenue  Cleveland,  Ohio  4412Q 
Phone  (216)  283-0300 
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Spain's  Answer  to  the  Multinationals 

The  US  reign  in  Spain  is  plainly  on  the  wane  compared  with  the  growth 
of  INI,   the  Spanish  government's  $2.5 -billion-assets  holding  company. 


Therk  are  only  two  ways  to  invest 
in  Spain:  in  conjunction  with  INI  or 
in  competition  with  it.  As  for  the  lat- 
ter, it  may  or  may  not  be  worth  it. 

Why  bother?  Why  go  into  Spain 
at  all?  Because  Spain-for  all  its  feu- 
dal ways  and  repressive  government 
-is  one  of  the  real  growth  areas  of 
tlie  world  today.  Spain  ranks  as  one 
of  the  most  developed  of  all  develop- 
ing nations.  Per-capita  income  shot 
up  from  S300  in  1961  to  more  than 
$1,000  in  1971.  Its  lures  are  a  faster- 
growing  national  product  (up  7%  an- 
nually) than  any  other  major  Euro- 
pean country;  a  rapidly  expanding 
domestic  market  (everything's  up  by 
leaps  and  bounds  from  automobile 
ownership  to  meat  consumption); 
cheap  skilled  labor  (pay  scales  for 
Spanish  automobile  workers  are  still 
10%  to  15%  less  than  in  Britain  or 
Germany);  an  excellent  geographic 
location  for  exporting  via  the  major 
shipping  routes  to  Africa,  Eastern  Eu- 
rope and  Western  Europe,  plus  Spain's 
special  cultural  connection  with  South 
America;  and  generally  respectable 
returns  on  investment— anywhere  from 
10'/  to  30%. 

But  why  take  INI  as  a  partner? 
After  all,  the  big  U.S.  corporations 
didn't  feel  the  need  of  local  help  when 
they  invaded  Britain  and  France  and 
Germany.  The  answer  is  that  Britain 
and  France  and  Germany  are,  more 
or  less,  free  societies.  Spain  is  a  cor- 
porate state.  It  wants  foreign  help  in 
developing  its  industry,  but  it  doesn't 
want  foreigners  to  own  too  much  of 
Spain.  Already  outsiders  need  govern- 
ment permission  to  take  more  than  a 
.50%  stake  in  Spanish  corporations,  and 
it  takes  no  gift  of  prophecy  to  see  that 
the  constraints  will  increase.  Of 
course,  willi  INI  as  a  partner  .  .  . 

INI,  the  Spanish  government's  In- 
stitnlo  Nacional  de  Industria,  was 
formed  in  1941  as  a  post-civil  war 
Operation  Bootstrap.  From  an  un- 
steady beginning  it  has  blossomed 
over  the  last  15  years,  most  markedly 
in  the  last  two,  inider  new  INI  Presi- 
dent Claudio  Boada  (see  box,  p.  59) 
into  a  vast  machine  for  government 
control  of  both  l)usiness  and  capital. 
INI  is  involved  in  62%  of  Spain's 
aulo  production,  66%  of  its  .shipbuild- 
ing, .5.5%  of  the  coal  output,  38%  of 
the  steel,  61%  of  (he  aluminum.  It 
owns  IlKMia  international  airline  and 
,\\iac()  domestic  charter  line.  It  is  in 
aerospace,  banking,  telecommunica- 
tions, electricil>-,  food,  textiles  and 
servic<'>i     TNI\    afnii^iirs    account    for 
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One  of  fhe  besf  current-day  uses  for  ihe  monuments  of  the  past  is  as 
tourist  accommodations.  The  ornate  entrance  of  this  "Hostal"  was  built  by 
the  Sponish  kings  in  the  16th  century  to  honor  Si.  James.  INI,  the  Span- 
ish government's  holding  company,  operates  many  Spanish  palaces  at  a 
loss.  But  in  other  areas  of  the  economy— in  steel,  for  example,  as  well  as 
in  automobiles  and  in  aerospace— it  is  a  very  sharp  moneymaker  indeed. 
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Net 
Income 


Net 

Income 

Per 

Common 

Share 


Up  46% 


Up  44% 


Total 
Revenues 


Total 
Assets 


Total 

Shareholder 

Equity 


Up  11% 


Up  12% 


Up  14% 


Another  record  ye^  for 

UNA  G)rporation. 

And  its  concept  of  speci^ization. 


We  are  specializing  in:  Reinsurance.  Invest- 
ment banking.  Health  care.  Real  estate.  Fire 
protection  eciuipment.  Investment  advisory  ser- 
vices. And  international  ventures  including  those 
with  Suez  Financial  Company. 

Each  part  complements  the  other  to  forTn  an 
interacting  whole. 

The  concept  is  working. 

The  facts  are  detailed  in  our  1971  Annual 
Report. 

For  a  copy,  wi'ite  John  T.  Gurash,  Chairman, 
INA  Corporation,  1600  Arch  St.,  Philadelphia, 
Pa.  19101. 


1971 


Our  concept  is  uniciuely  simple: 

We  are  in  the  m()ne>'  business. 

We  put  capital  to  work,  around  the  workl.  In 
110  countries. 

Our  spcvialty  is  satisfying  the  changing  needs 
of  businesses  and  families  for  security-  in  its  many 

foiTHS. 

From  our  roots  in  insurance  have  come 
significant  gains. 

In  1971.  we  improved  our  combined  loss  and 
expense  ratio  after  policyholder  dividends.  It 
went  down  3.7  points  to  97.1%. 

Our  business  interests  extend  into  other 
fields  related  to  security  needs. 

FINANCIAL  HIGHLIGHTS  I  In  thousands  of  dollars/ 

Revenues 

Income  before  realized  investment  gain 

Realized  investment  gain  net  of  income  taxes 

Net  income 

Total  assets 

Shareholders'  equity 

Per  common  share: 
Income  before  realized  investment  gain* 
Realized  investment  gain  net  of  income  taxes* 
Net  income* 
Dividends  declared 
Shareholders'  equity** 

Average  common  shares  and  common  share  equivalents  outstanding 

Shares  outstanding  at  December  31.  Preferred 

Common 

'Based  on  average  commun  shares  and  common  share  equivalents  outstanding  "Based  on  common  shares  outstanding  at  December  31 


1970 


$  1,345,855 

$  1,209,121 

94,011 

63,508 

6,674 

5,470 

100,685 

68,978 

2,997,535 

2,665,455 

941,051 

834,855 

3.93 

2.69 

.28 

.23 

4.21 

2.92 

1.456 

1.40 

39.13 

34.89 

23,926,989 

23,614,171 

69,381 

69,458 

23,869,555 

23,731,034 

INA 

Corporation 


Banque  BIyth  ■  M.  J.  Brock  &  Sons,  Inc.  •  Compagnie  Nouvelle  D' Assurances  •  INA  Properties  •  INA  Reinsurance  Company  •  Insurance  Company  of  North  America 
BIyth  &  Co.,  Inc.  •  Life  Insurance  Company  of  North  America  ■  Pacific  Employers  Insurance  Company  •  Philadelphia  Investment  Co.  •  Star  Sprinkler  Corporation. 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one 
of  America's  well  known  diamond 
cutters.  Pay  only  actual  market  price. 
We  refund  all  monies  unless  your 
own  appraisal  shows  value  Vi  to  V^ 
higher. 

Over  5,000  styles  $100  to  $100,000 

Send  for  FREE  92-PAGE  CATALOG 

EMPIRE  DIAMOND  CORP..  DEPT.  46 
Empire  State  BIdg.,  New  York,  N.Y.  10001 

NAME 

ADDRESS     

ZIP    


[ecutive 
)n)idei\tial 
^ans 

$1500to$8500 


A  nation-wide  service  used  by 
over  20,000  executive  and  pro- 
fessional men  as  a  quick  and 
convenient  source  of  credit, 
either  for  immediate  needs  or 
a  credit  line  for  future  use. 
There  is  no  charge  for  establish- 
ing your  credit  line.  No  col- 
lateral ...  no  embarrassing  in- 
vestigation. All  details  handled 
by  personal  mail  in  the  privacy 
of  your  office. 

References: 

The  First  National  Bank  of  Minneapolis 

Continental  Illinois  National  Bank 

of  Chicago 

• 

Phone,  toll  free,  800-328-7328  or  write 

Mr.  T.  K.  Lindblad 

Executive  Loan  Director 


m 


Industrial  Credit  Plan,  Inc. 

241  Hamni  Building 
St.  Paul,  Minnesota  55102 


about  9%  of  Spain's  national  output. 

U.S.  corporations  are  Spain's  big- 
gest foreign  investors.  They  pumped 
in  $600  million  during  the  last  decad^. 
or  so,  much  of  it  in  collaboration 
with  INI  as  suppliers  or  joint  ven- 
turers. U.S.  Steel  has  taken  a  large 
minority  stake  with  INI  in  the  $240- 
milHon  steel  complex  at  Sagunto,  as 
the  Spanish  government  pushes  to- 
ward doubling  steel  output  to  16  mil- 
lion tons  by  1980.  CASA  (Construc- 
ciones  Aeronauticas,  S.A.),  an  INI 
entity,  builds  the  Northrop  supersonic 
jet  under  license  for  the  Spanish  air 
force  and  services  all  U.S.  Air  Force 
aircraft  in  Western  Europe. 

INI  has  worked  in  joint  ventures 
with  Foster  Wheeler,  Caltex,  West- 
inghouse  and  Alcan,  and  witli  such 
Europeans  as  Germany's  Daimler- 
Benz  and  Krupp,  Britain's  ICI,  Swe- 
den's SKF.  It  is  happily  joint-ventui- 
ing  for  oil  in— and  with  the  govern- 
ments of— Kuwait,  Iran  and  Libya. 

As  a  partner,  INI  isn't  giving  any- 
thing away.  One  U.S.  oil  company 
executive  based  in  Madrid  wondered 
aloud  whether  INI  was  beginning  to 
take  too  big  a  bite  of  the  apple,  as  in 


the  new  Tarragona  refinery  in  which 
INI's  stake  is  the  controlling  60%.  And 
when  the  Spanish  government  decid- 
ed to  move  into  refining  uranium  for 
the  Spanish  nuclear  generators,  for- 
eigners were  simply  frozen  out:  INI. 
took  60%  and  the  privately  owned 
Spanish  electricity  authorities  the  rest. 
Other  automakers  are  active  in 
Spain,  too:  France's  Renault,  Ger- 
many's Daimler-Benz  and  Chrysler 
.  Europe  all  have  manufacturing  facili- 
ties in  Spain.  There  are  signs  that 
Chrysler  may  follow  Fiat  in  switching 
production  from  other  European 
countries  to  south  of  the  Pyrenees. 
But  European  and  U.S.  automakers, 
with  their  eyes  anxiously  fastened  on 
Tokyo,  will  take  little  consolation  in 
the  fact  that  INI's  Boada  has  been 
twice  to  Japan  in  the  last  year. 

INI  is  especially  strong  in  automo- 
biles. It  is  a  35%  partner  with  Fiat, 
the  Italian  automaker,  in  its  Spanish 
company  SEAT.  The  parent  has  now 
turned  all  production  of  the  Fiat- 
SEAT  600  model  over  to  Spain,  and 
is  estabhshing  Spanish  research  and 
development  capabilities.  Pegaso 
(INI-owned,  with  a  35%  stake  by  U.K. 


Man  with  a  Man-Sized  Job 


In  Spain,  public  officials  make 
discreet  economic  statements  but 
no  political  statements.  Hence 
Claudio  Boada,  the  51-year-old 
Catalan  steel  and  truck  executive 
the  Spanish  government  picked  two 
years  ago  to  run  INI  (Instituto 
Nacional  de  Industria),  must 
make  his  actions  speak  for  him. 

His  job  is  to  enable  INI  compa- 
nies to  compete  with  the  big  multi- 
national outfits,  and  at  the  same 
time  demonstrate  to  Spanish  pri- 
vate enterprise  that  it  must  merge 
into  units  large  enough  to  under- 
take theii'  own  R&D  and  to  com- 
pete worldwide.  Already  he  has 
pulled  the  three  major  Spanish 
aerospace  companies  into  one  $35- 
million-sales  outfit,  and  he  plans  to 
merge  his  two  steelmakers  into  one 
with  7/2  million  tons  of  capacity. 

Total  sales  in  1970  for  all  INI 
companies  and  affiliates  exceeded 
$2.5  billion.  The  final  profit  figure, 
while  hard  to  calculate,  is  rather 
low.  But  by  their  nature— or  gov- 
ernment direction— not  all  INI  in- 
voKements  are  profit  makers.  For 
example,  the  coal  mines  are  key 
employment  centers  while  the  re- 
furbished 15th-  and  16th-century 
palaces,  run  in  the  red  as  luxury 
hotels,  are  an  important  part  of 
the  national  heritage,  not  to  men- 
tion a  tourist  lure. 

Xi'\  ertheless,  the  financial  com- 


munity is  impressed  by  Boada's 
work.  It  no  longer  demands  that 
the  Spanish  government  back  INI's 
borrowings;  and  Boada  reports 
with  pride  that  this  year  INI  will 
raise  its  first  cash  on  the  Euro- 
bond market. 

Boada  o^  \N\ 
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automaker  British  Le\land)  produces 
67?  of  Spain's  heavy-duty  trucks  and 
75?  of  its  buses,  while  its  export  prod- 
ucts rumble  down  streets  from  Mos- 
cow to  Caracas. 

"We  need  foreign  investors;  we  like 
foreign  investors,"  IXI's  Boada  says, 
"but  in  my  mind,  foreign  investors 
coming  here  and  just  creating  jobs  is 
not  enough.  Especially  we  want  help 
in  creating  new  industries.  We  want 
technical  assistance  and  knowhow. 
Obviously  some  foreign  companies 
coming  here  are  not  disposed  to  give 
us  100?  of  their  technology,  but  zero 
knouhow  is  no  balance  either." 

What  about  Franco?  Can  a  country 
be  politically  stable  when  the  effec- 
ti\e  power  is  held  by  an  aged  and 
obsolete  79-year-old  ruler,  Dictator 
Francisco  Franco?  Despite  labor  and 
student  unrest,  U.S.  corporate  inves- 
tors in  Spain  feel  that  it  can  be  and 
is,  according  to  a  Stanford  Research 
Institute  study  done  for  the  U.S. 
Chamber  of  Commerce  in  Madrid. 
Respondents  to  SRI's  questionnaire 
ranked  "future  political  uncertainty" 
17th  in  importance  in  a  list  of  major 
obstacles  to  Spain's  industrial  devel- 
opment, ahead  only  of  such  items  as 
poor  patent  protection  and  a  need  for 
more  industrial  standardization. 

The  Real  Barriers 

\\  hat  really  holds  back  further  in- 
dustrial development,  say  the  U.S. 
corporations  already  there,  is  the 
scarcity  of  qualified  managers,  exces- 
sive government  procedures,  lack  of 
local  long-term  capital,  restrictions 
on  currency  transactions  and  geo- 
graphic limitations  of  markets— though 
this  last  will  mainly  evaporate  if 
Spain  joins  the  Common  Market.  To 
get  into  the  EEC,  Spain  will  have  to 
introduce  independent,  democratical- 
ly structured  trade  unions— a  step  un- 
likely while  Francisco  Franco  lives. 

In  a  sense,  the  very  lack  of  de- 
mocracy in  Spain  may  be  one  of  the 
country's  economic  strengths  for  the 
next  few  years.  An  autocratic  state 
,  can  keep  a  lid  on  wages  and  it  can 
ration  domestic  consumption.  Thus  it 
can  mi\ximize  the  profits  from  this  dy- 
namic stage  of  economic  development 
—it  may  last  ten  or  15  years— and, 
through  INI,  channel  the  profits 
where  the  government  wants  them  to 
go.  When  the  development  gap  is  fi- 
nally closed  between  Spain  and  the 
rest  of  Europe,  control  of  most  of 
Spanish  industry  will  still  rest  at 
home.  If  this  sounds  more  like  social- 
ism than  capitalism,  well,  that's  the 
way  it  is. 

Like  it  or  not,  that's  Spanish  policy 
—and  it  will  almost  certainly  outlive 
Franco.  If  you  want  to  get  into  Spain, 
better  see  INI.   ■ 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer 
to  huy  these  securities.   The  offer  is  made  only  by  the  Prospectus. 


2,000,000  Shares 


Forest  Oil  Corporation 


Common  Stock 


Price  $16.50  per  Share 


Copies  of  the  Prospectus  may  he  obtained  in  any  State  only 
from  such  of  the  several  Underwriters,  including  the  under' 
signed,  as  may  lawfully  offer  the  securities  in  such  State. 


Smith,  Barney  &  Co. 

Incorporated 

Eastman  Dillon,  Union  Securities  &  Co. 

I  ncorporated 

Hornblower  &  Weeks-Hemphill,  Noyes 

Lazard  Freres  &  Co. 

Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

White,  Weld  &  Co.         Dean  Witter  &  Co.         Bear,  Stearns  &  Co. 

Incorporated  Incorporated 

E.  F.  Hutton  &  Company  Inc. 
Shearson,  Hammill  &  Co. 

1  ncorporated 

March  22,  1972. 


Lehman  Brothers 

Incorporated 

BIyth  &  Co.,  Inc. 
Goldman,  Sachs  &  Co. 
Kidder,  Peabody  &  Co. 

Incorporated 

Loeb,  Rhoades  &  Co. 


Reynolds  Securities  Inc. 
Shields  &  Company 

Incorporated 
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Waiting  at  the  Bam 

President  Nixon's  wage  policy  may  be  undone  not  by  the 
labor  leaders  who  walked  out,  but  by  those  who  stayed. 


The  White  House  is  more  worried 
than  it  lets  on  by  the  walkout  of  union 
chieftains  George  Meany  and  Leonard 
Woodcock  from  the  Pay  Board. 

The  theory  behind  the  Administra- 
tion's Phase  2  assault  on  inflationary 
wage  demands  was  simple: 

•  Most  union  contracts  tradition- 
ally have  been  for  three  years,  stag- 
gered over  a  cycle  that  began  with 
electrical  manufacturing  and  ended 
three  years  later  with  Big  Steel. 

•  The  plan  called  for  the  last  con- 
tracts of  the  1969-1971  cycle  to  be 
signed  by  the  end  of  1971— "letting 
the  last  cows  through  the  barn  door," 
one  official  put  it. 

•  Then,  during  1972,  when  few 
important  contracts  came  up  for  ne- 
gotiation, the  Pay  Board  would  cool 
off  labor's  need  to  catch  up  with  past 
gains.  There  would  be  no  catch-up 
beyond  the  1972  "standard"  of  5.5% 


wage  boosts,  and  future  increases 
could  be  tied  to  the  industry's  gains 
in  productivity. 

Good  idea.  Except  that  not  all  the 
cows  got  through  the  barn  door.  The 
Pay  Board  deferred  some  of  the  key 
increases  until  this  year,  and  these 
must  now  be  either  granted  or  denied 
before  the  1973  bargaining  cycle  be- 
gins. First  up  is  General  Electric,  al- 
ways tense  talks  that  in  1969  col- 
lapsed into  a  100-day  strike. 

But  even  before  the  cycle  starts, 
the  Pay  Board  has  to  decide  what  to 
do  about  the  Teamsters,  who  are  due 
a  retroactive  increase  of  20  cents  an 
hour  and  have  threatened  to  strike 
by  Jan.  1  if  they  don't  get  it.  Then 
there  are  the  numerous  building  trades 
unions.  In  the  past,  their  contracts 
have  been  spread  over  the  cycle,  but, 
because  of  last  year's  postponement, 
two-thirds   of   the   industry  this   year 


will  be  demanding  raises.  It  is  possi- 
ble that  next  spring  the  whole  union 
may  find  itself  negotiating  as  a  bloc 
for  the  first  time.  Also  for  the  first 
time,  the  major  railroad  unions  will 
bargain  for  one  agreement  next  spring 
simply  because  their  leaders  agreed 
to  some  shorter  contracts  last  time  to 
bring  the  expiration  dates  into  line. 

So  why  doesn't  the  White  House 
just  say  no  to  the  Teamsters  and  the 
construction  workers?  The  trouble  is 
that  not  all  union  leaders  defected 
when  Meany  and  Woodcock  left  the 
Pay  Board.  Teamsters  President  Frank 
Fitzsimmons  stayed.  And  the  building 
trades  representatives  also  remained 
on  their  own  special  construction  in- 
dustry stabilization  commission.  Both 
groups  are  obvious  prizes  for  the  Ad- 
ministration. But  at  what  price? 

If  the  unions  don't  get  what  they 
want,  they  can  leave  and  strike— with 
the  inevitable  impact  on  inflation. 
The  catch-up  game  will  start  all  over 
again.  The  question  of  how  Phase  2 
got  into  this  quandary  is  less  impor- 
tant to  White  House  stiategists  now 
than  how  to  get  out  of  it.   ■ 


Regrouping  at  Brown 

By   sticking    to    its    last,    St.    Louis' 
Brown  Shoe  Co.  eventually  got  stuck. 


Even  after  the  Justice  Department 
forced  the  sale  of  its  highly  profitable 
Kinney  shoe  chain  back  in  1963,  St. 
Louis'  venerable  Brown  Shoe  Co. 
(now  Brown  Group,  Inc.)  declined 
to  follow  the  rest  of  the  shoe  industry 
in  diversifying  into  something  else. 
And  why  .should  it  have?  Brown  had 
always  been  able  to  make  good  money 
in  the  shoe  business.  In  the  early  Six- 
ties, it  was  one  of  the  most  profitable 
big  companies  in  the  business. 

For  a  time,  nobody  had  any  reason 
to  doubt  the  wisdom  of  Brown's  de- 
cision. Already  the  largest  manufactur- 
er of  brand  name  shoes  in  the  U.S. 
(Buster  Brown  for  children,  Natural- 
izer  for  women.  Regal  for  men). 
Brown  continued  to  expand  its  sales 
network  and  concentiated  on  modern- 
izing its  manufacturing  operations. 
Between  1964  and  1968  Brown's  earn- 
ings soared  from  $1.84  to  $3.14  a 
share,  a  1555  average  annual  gain  on 
a  12'^  average  gain  in  sales.  By  1968, 
in  fact,  it  was  earning  nearly  18!?  on 
equity,  5..5!6  on  sales. 

And  then,  abruptly,  Brown  wound 
up  on  its  uppers.  Between  1968  and 
1969.  its  earnings  plunged  25'f,  to 
$2.37  a  share,  despite  a  4%  rise  in 
sales.  Brown  liai!  been  caught  in  the 
same    lidal    \v:i\c    of    imported   shoes 


that  engulfed  much  of  the  rest  of  the 
industry.  So  finally,  belatedly.  Brown 
Shoe  climbed  on  the  diversification 
bandwagon. 

"There  was  a  style  change  that 
favored  the  Italians,"  says  Brown's 
current  president,  53-year-old  W.  L. 
Hadley  Griffin,  who  took  over  as  chief 
executive  at  the  height  of  1969*s  trou- 
bles. "We  made  too  many  shoes." 

Since  then,  imports  have  skimmed 
off  all  the  growth  in  the  shoe  busi- 
ness, and  what  growth  Brown  has 
been  able  to  show  has  come  from  re- 
tailing, whose  profit  margins  are  con- 
siderably lower  than  on  manufactur- 
ing. These  sales  yielded  nothing  like 
Brown's  customary  profit.  Diversifica- 
tion promised  to  minimize  two  prob- 
lems in  one  move:  import  competi- 
tion and  declining  margins. 

"We've  always  been  interested  in 
broadening  our  base,"  Griffin  says, 
"but  until  three  years  ago  the  operat- 
ing and  top  management  of  the  com- 
pany was  really  Brown  Shoe  Co., 
operating  company  and  parent.  We 
were  not  philosophically  prepared  for 
diversification.  But  the  time  had  come 
to  move  into  other  fields." 

Through  its  shoe  business,  Griffin 
argues.  Brown  already  knew  some- 
thing about  selling  to  women,  so  it 


was  attempting  to  capitalize  on  that 
knowledge  in  diversifying.  It  moved 
into  the  home  sewing  market  by  ac- 
quiring David  Alexander,  Sew'n  Sew 
Fabrics  and  Cloth  World,  and  now 
operates  over  100  retail  fabric  stores. 

Last  year  it  shot  off  in  a  somewhat 
different  direction  by  picking  up  Hed- 
strom  and  Eagle  Rubber,  which  to- 
gether make  a  variety  of  juvenile  fur- 
niture and  sports  equipment.  These, 
Griffin  says,  are  only  the  first  in  a  series 
of  acquisitions  in  what  he  calls  the 
"family  formation  area."  Having  sold 
Buster  Brown  shoes  for  three  genera- 
tions. Griffin  figures  Brown  knows 
kids  about  as  well  as  their  mothers. 

The  Road  Back 

Selling  shoes,  of  course,  isn't  quite 
the  same  thing  as  selling  juvenile  fur- 
niture; and  Brown's  entry  into  the  lat- 
ter market  comes  at  a  time  when  the 
birthrate  has  fallen  to  a  21-year  low. 
Still,  nonshoe  sales  provided  roughly 
\1%  of  Brown's  total  last  year,  up 
from  10%  in  1968,  lifting  Brown's 
earnings  to  $2.71  per  share  and  its 
return  on  equity  to  12.6%.  At  those 
levels  they  are  comfortably  above  the 
lows  of  1969;  but  just  as  patently 
they  are  below  the  record  figures  of 
1968,  when  Brown  earned  $3.14. 

So  Brown,  which  has  come  a  good 
distance  in  the  last  two  years,  still  has 
a  further  distance  to  go.  Says  Griffin: 
"We're  not  aiming  for  any  fixed  per- 
centage by  a  certain  year,  but  we  are 
going  to  diversify  more."  ■ 
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lean  and  quiet  on  the  job  . . .  clean  and  quiet  on 
acation  . . .  we  package  the  power  you  need. 


kterials  handling  trucks  are  powered  cleanly,  quietly, 

bnomically  by  Exide  Ironclad  batteries.  Their  ex- 

sive  "Now  Power"  features  . . .  multitubular  design 

d  resultant  60%  greater  plate  surface  .  .  .  provide 

jher  voltages  at  peak  loads  than  standard  batteries. 

campers'  lanterns,  Ray-0-Vac  Sportsman  bat- 

ies  are  sealed-in-steel  to  keep  them  fresh,  provide 

ht  without  fuss  or  fumes.  D  ESB  makes  all  kinds  of 

tteries,  plus  uninterruptible  power  systems,  heart 

cer  monitors,  many  products.  Our  77  plants  in  18 

untries  serve  more  than  100  free-world  markets. 

nual  sales  top  $300  million.  71  years  of  consecutive 

arterly  dividends.  Want  to  know  moreabout  us? 

ite  for  our  latest  report.  ESB  Incorporated,  5  Penn 

nter  Plaza,  Philadelphia,  Pennsylvania  19103. 


We  also  make  intercom  systems,  custom-molded  plastics 


ESB  INCORPORATED  IfSBi 
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"Oh,  Mr.  Bottomley  is  never  here 

this  late  anymore.  He  turned  his  credit  and 

collection  work  over  to  Talcott." 


Talcott  factoring.  It  really  does  work  over- 
time for  you.  That's  why  so  many  young, 
growing,  dynamic  companies  have  turned 
to  our  brand  of  factoring  as  the  answer  to 
their  capital  needs.  We  handle  the  ledger- 
ing  of  receivables.  We  take  care  of  collec- 
tions. We  check  credit  and  accept  the  risk 
on  sales  made  to  credit-checked  cus- 
tomers. With  Talcott  taking  on  so  much  of 
the  bookkeeping  work  and  worry,  you  can 


get  ahead  with  the  important  business  of 
increasing  production,  building  sales— 
growing.  Where  can  you  find  Talcott? 
All  over  the  United  States  and  in  Europe, 
too.  Send  for  our  free  booklet  describing 
Talcott  factoring. 
Then  start  growing. 

The  growth  factor. . .  for  companies 
that  want  to  grow  bigger 


lalcott 


JAMES  TALCOTT  FACTORS  .  Division  of  James  Talcott,  Inc.  •  Founded  1854 
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1290  Avenue  of  the  Americas.  New  York.  N.Y.  looiq  .  r?i?>  Q<;fi.ino.i  .  icr>r>  .::„.  k,_.:._-.  r,-_,  -r.  . 


How  High  Is  High?  How  High  Is  Safe? 


Even"  the  bulls  these  days  confess 
themselves  worried  by  the  price/ earn- 
ings ratios  on  some  of  the  gro\\i:h 
stocks.  Howard  Johnson's  Howard 
Johnson  recently  lamented  that  his 
company's  stock  was  selling  at  "only" 
30  times  earnings  (Forbes,  Apr.  1). 
Well  he  might  complain.  Competitor 
Marriott  sold  at  59  times  earnings, 
McDonald's  at  70  times. 

Why  is  The  Street  worried?  Because 
it  wonders  whether  such  high  prices 
can  be  justified  at  a  time  when  the 
Dow  Jones  industrials  sell  at  only  17 
times  earnings.  Many  stocks  sell  at 
around  ten  times  earnings.  Thus,  you 
can  have  a  situation  where  two  stocks 
each  earned  SI  a  share  last  year,  but 
one  sells  for  SIO  a  share  and  the  other 
at  S60.  Certainly  the  stock  with  the 
better  growth  record  deserves  a  pre- 
mium. But  a  SOO'i  premium? 

Traditionalists  like  Benjamin  Gra- 
ham (Forbes,  Jan.  1)  tie  P/E  ratios 
to  interest  rates.  If  the  yield  on  a  qual- 
ity corporate  bond  is  7.55?,  the  tra- 
ditionalists say,  then  a  proper  P/E 
ratio  for  the  stock  would  be  13.3. 
That  is,  an  investor  should  ordinarily 
not  pay  more  than  S13.30  for  a  stock 
earning  SI.  That  would  give  him  his 
equivalent  of  a  "yield"  of  7.5'/f . 

As  opposed  to  this  traditional  the- 
ory, growth  stock  theory  holds  that 
an  investor  sliould  l)e  willing  to  pay 
for  "future"  earnings.  If  a  company 
is  earning  SI  a  share  and  its  earnings 
are  likely  to  grow  20%  a  year,  in  five 
years  that  company's  earnings  per 
share  would  be  S2.50.  Obviously  its 
stock  is  worth  more  than  the  company 
whose  earnings  stay  limp  at  SI  a 
share.  Discounting  those  future  earn- 
ings back  gives  a  present  value  of 
about  S1.88.  Applying  a  13.3  P/E 
ratio  to  that,  therefore,  justifies  a  cur- 
rent price  of  S25  and  a  P/E  of  25. 

If  the  buyer  is  willing  to  project 
even  further  out,  a  higher  P/E  is  justi- 
fied. In  ten  years  a  company  earning 
$1  a  share  and  growing  20%  a  year 
would  generate  earnings  of  $6.20.  To 
believers  that  would  justify  a  cur- 
rent P/ E  ratio  of  46. 

Widespread  acceptance  of  this  the- 
ory has  tended  to  magnify  growth  pre- 
miums: Since  everyone  wants  to  own 
these  stocks  and  no  one  wants  to  sell 
them,  the  law  of  supply  and  demand 
comes  into  play  and  premiums  soar  to 
sometimes  fantastic  levels. 

But  let  that  growth  falter  or  let  big 
holders  even  suspect  that  it  will  fal- 
ter, then  these  stocks  can  come  tum- 
bling down.  That's  why  these  high 
P/Es  worry  investment  men  today.  ■ 


Recent 

Latest  12 

Price /Earnings 

1971-72 

Company 

Price 

moa.  EPS 

Ratio 

Price  Range 

Asamera  Oil 

nyg 

$0.22 

80 

245/8-111/8 

Automatic  Data  Processing 

851/8 

0.98 

87 

90y8-433/8 

Avon  Products 

117V4 

1.89 

62 

1191/4-821/8 

Bausch  &  Lomb 

novz 

2.53 

44 

1943/4-463/8 

Baxter  Laboratories 

415/8 

0.68 

61 

443/8-251/2 

Black  &  Decker 

863/4 

1.97 

44 

91     -56 

H&R  Block 

265/8 

0.72 

37 

421/2-25 

Bradford  Computer  &  Systems 

463/8 

0.50 

93 

481/4-197/8 

Buttes  Gas  &  Oil 

183/4 

0.60 

31 

221/4-10 

Champion  Home  Builders 

683/8 

1.30 

53 

783/4-131/8 

Coca-Cola 

1251/2 

2.82 

45 

134  3/8-813/4 

Combustion  Equipment  Associates 

291/8 

0.55 

53 

3178-121/2 

Cox  Cable  Communications 

273/4 

0.38 

73 

337/8-153/8 

Digital  Equipment 

89% 

1.12 

80 

971/4-521/2 

Walt  Disney  Productions 

1601/2 

2.05 

78 

1711/2-691/8 

Dr  Pepper 

501/2 

0.73 

69 

523/4-221/8 

Eastman  Kodak 

1171/2 

2.60 

45 

1201/4-72 

Jack  Eckerd 

343/8 

0.63 

55 

351/2-16% 

Electronic  Data  Systems 

591/4 

0.98 

60 

853/4-32% 

Flock  Industries 

385/8 

0.80 

48 

443/8-  51/2 

General  Medical 

41 

0.97 

42 

45     -23 

Hewlett-Packard 

553/4 

0.94 

59 

553/4-291/2 

Hospital  Corp.  of  America 

491/2 

1.14 

43 

565/8-221/2 

IBM 

380 

9.38 

41 

386  -2831/4 

International  Flavors  &  Fragrances 

5878 

0.96 

61 

65     -42 

Johnson  &  Johnson 

1115/8 

1.82 

61 

114%-565/8 

Kaufman  &  Broad 

455/8 

0.82 

56 

48    -211/2 

S.  S.  Kresge 

1091/2 

2.56 

43 

1161/2-561/g 

Levitz  Furniture 

48 

0.56 

86 

541/8-111/4 

Eli  Lilly 

641/4 

1.42 

45 

69     -491/4 

Marriott 

661/4 

1.12 

59 

73     -281/2 

McDonald's 

955/8 

1.37 

70 

96     -291/2 

Merck 

1391/4 

3.48 

40 

141     -943/8 

Motorola 

92'/8 

2.30 

40 

983/8-511/2 

Polaroid 

1201/8 

1.86 

65 

1271/8-76 

Ponderosa  System 

49 

0.85 

58 

537/8-  41/8 

Ramada  Inns 

203/4 

0.50* 

42 

233/4-111/4 

Rite  Aid 

423/4 

0.55 

78 

44     -107/8 

Sambo's  Restaurants 

31 

0.66 

47 

335/8-  7 

Schering-Plough 

951/2 

2.22 

43 

98     -60 1/2 

Simplicity  Pattern 

1431/2 

2.79 

51 

166     -94 

Skyline 

623/8 

1.60 

39 

693/8-27 

Syntex 

IO6I/4 

2.85 

37 

112     -365/8 

TelePrompTer 

323/4 

0.59 

56 

353/4-141/8 

Texas  Instruments 

1303/8 

3.05 

43 

134     -791/2 

Tool  Research  &  Engineering 

49% 

1.30 

38 

687/8-20 

Tropicana  Products 

431/2 

0.82 

53 

451/4  133/4 

Viacom  International 

235/8 

0.44 

54 

263/8-  97/8 

Winnebago  Industries 

813/4 

1.12 

73 

813/4-    8'/2 

Xerox 

1401/4 

2.71 

52 

1441/2-343/4 

^Company  estimate 
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Xerox  introduce 


he  two-faced  copy. 


Xerox  discovered  a  vast 
wasteland  on  the  back  of  every 
copy.  A  blank  piece  of  paper. 

So  Xerox  has  created  a  whole 
new  kind  of  copier:  The  only  one 
in  the  world  that  can  copy  on  both 
sides  of  a  sheet  of  paper. 
Automatically 

With  the  Xerox  4000  copier, 
it  only  takes  the  press  of  a  button 
to  copy  the  second  page.  Right 
on  the  back  of  the  first. 

(Naturally  as  with  all  Xerox 
copiers,  the  4000  makes  copies  on 
ordinary,  unsensitized  paper. 
Including  your  own  letterhead.) 

That  means  you  save  a  lot  of 
things.  Expensive  filing  space,  for 
one.  Not  to  mention  all  that  paper 
you  would  have  had  to  use  as  well 
as  file. 

What's  more,  the  4000  turns 
out  its  first  copy  in  just  seven 
seconds.  The  rest  at  the  rate  of 
45  a  minute. 

And  to  change  the  size  of  the 
paper— from  memo  to  legal  size— 
you  simply  press  another  button. 

All  in  all,  the  Xerox  4000  two- 
faced  copier  isn't  just  the  model 
of  convenience. 

It's  enough  to  make  you  think 
once  before  you  consider  any 
other  copier. 


XB«)X 


i 


XEROX®  and  4000  are  trademarks  of  XEROX  CORPORATION. 


EARNINGS  INCREASED  15TH  CONSECUTIVE  YEAR 


YEAR 

Net 

Sales 

(thousands) 

Net 
'  Income  (1) 
(thousands) 

Depreciation 

and 

Amortization 

(thousands) 

Net  Income 

to 
Net  Sales 
(percent) 

Net  Income  to 

Shareholder's 

Equity 

(percent) 

Net 

Income 

Per 

Share  (1)  (2) 

Dividends 

Per 
Share  (2) 

1971 

$90,689 

$9,649 

$3,545 

10.6 

20.7 

$  .96 

$.15 

1970 

75,954 

8,204 

3,041 

10.8 

20.6 

.82 

.13 

1969 

73,954 

7,848 

2,346 

10.6 

24.4 

.79 

.11 

1968 

67,059 

7,113 

2,540 

10.6 

25.9 

.72 

.10 

1967 

52,718 

5,962 

2,146 

11.3 

26.1 

.60 

.09 

1966 

46,059 

5,698 

1,316 

12.4 

31.4 

.58 

.08 

1965 

36,440 

4,704 

891 

12.9 

33.0 

.48 

.07 

1964 

27,831 

3,444 

744 

12.4 

31.1 

.38 

.06 

1963 

22,625 

2,530 

536 

11.2        ' 

26.6 

.28 

.05 

1962 

18,008 

1,919 

526 

10.7 

24.7 

.22 

.02 

(1)  Excluding  extraordinary  gain,  net.  of  $250,000  or  $.03  per  share  in  1969. 

(2)  After  giving  effect  to  a  100%  stock  distribution  in  November,  1971,  50%  stock  distributions  in  October,  1968  and  December,  1967,  and  a  100%  stock  distribution  in  June,  1963. 

(3)  Results,  except  as  to  dividends  per  share,  have  been  restated  to  include  companies  acquired  on  a  pooling-of-interests  basis. 


We  are  pleased  to  report  another  year  in  which 
Masco  established  new  records  in  sales  and  earn- 
ings. This  marks  the  1 3th  consecutive  year  of 
increased  sales  and  the  15th  consecutive  year  of 
increased  earnings. 

Net  sales  for  1971  were  in  excess  of  $90,000,000 
and  represent  an  increase  of  1 9%  from  the  previous 
year.  Net  income  exceeded  $9.6  million  or  an 
increase  of  18%. 

Our  results  for  the  year  were  aided  by  increased 
penetration  in  our  markets,  the  introduction  of  new 
products,  the  elimination  of  the  income  tax  sur- 
charge, and  a  more  favorable  economic  climate. 
Pretax  profit  margins  would  have  been  higher 
excopt  for  an  increase  pf  over  $1,000,000" in  depre- 
ciation and  research  and  development  costs  related 
to  our  long  range  expansion  plans. 
■'  «■ 

Although  the  implementation  of  the  Government's 
Economic  Stabilization  Program  created  consider.-^ 
able  uncertainties  in  the  latter  part  of  1971,  and 


resulted  in  some  negative  impact  on  our  earnings 
last  year  due  to  the  delay  in  certain  price  increases, 
we  believe  the  net  effect  of  this  program  on  iVlasco 
in  1972  and  beyond  will  be  favorable.  We  expect 
this  program  to  help  the  economy  gradually  improve 
as  the  year  progresses.  As  the  economic  uncer- 
tainties diminish  we 'believe  consumer  confidence 
and  spending  should  increase  and  result  in  even 
further  improvement  in  our  growing  markets. 

During  recent  years  we  have  made  a  substantial 
investment  in  expanding  our  company's  human, 
financial  and  physical  resources.  As  we  enter  1 972, 
we  are  beginning  to  reap  substantial  rewards  from 
this  effort  and  look  forward  optimistically  to  the 
future  and  to  achieving,  once  again,  record  sales 
and  earnings. 


Richard  Manoogian 
President 


You  are  invited  to  write  for  our  annual  re fjort  to  the' Masco  Corporation, 
21001  Van  Born  Road,  Taylor,  Michigan  48180. 


Faces  Behind  the  Fiautes 


You  Don't  Have  To  Be  a  Genius 


Kringel  of  Lone  Star  Industries 


JoHx  R.  Krixgel,  the  deep-voiced 
chairman  of  Lone  Star  Industries, 
has  Httle  patience  these  days  with 
the  theory  that  the  environmental- 
ists are  going  to  save  the  cement 
industry  from  itself.  By  forcing  the 
industry  to  shut  down  its  old  and 
marginal  facilities,  or  so  the  argu- 
ment goes,  they've  brought  sup- 
ply and  demand  into  near  balance 
for  the  first  time  in  nearly  a  dec- 
ade, helped  firm  up  prices  and  dis- 
couraged another  ruinous  capital 
spending  spree. 

Probably  the  U.S.'  second  larg- 
est producer  (after  Ideal),  Lone 
Star  was  far  from  indifferent  to 
the  environmental  problem.  It  was 
among  the  first  to  take  the  dust 
emissions  problem  seriously  and 
shut  down  most  of  its  aging,  high- 
pollution  plants  back  in  1967.  But 
it's  not  the  environmentalists  that'll 
put  the  industry  back  on  its  feet, 
Kringel  says,  it's  economics.  "A 
new  cement  plant,"  he  says,  "would 
cost  us  about  25%  of  our  net  worth 
[or  $50  million].  Yet  on  average 
we  couldn't  expect  to  earn  much 
better  than  5%  or  6%  on  it.  You 
don't  have  to  be  a  genius  to  see 
that  you'd  better  figure  out  some- 
thing else  to  do  with  your  money." 


Lone  Star's  9%  average  return 
on  equity  ranks  as  one  of  the  best 
in  the  cement  industry,  and  it  does 
so  in  part  because  Kringel  has  kept 
such  a  sharp  eye  on  Lone  Star's 
return  on  investment.  It  was  he 
who  enabled  Lone  Star  to  realize 
the  economies  of  its  decentraliza- 
tion program,  and  it  was  he  who 
later  set  about  exploiting  Lone 
Star's  substantial  real  estate  as- 
sets and  then  went  on  to  acquire 
a  Hawaiian  land  developer,  an 
$85-million  building  materials  re- 
tail chain  and  a  small  rug  producer. 

"We're  trying  to  maintain  our 
strong  cash  flow  in  cement,"  Kringel 
says,  "and  layer  it  into  things  that 
are  less  capital  intensive  and  have 
greater  growth  potential.  We're 
looking  at  several  other  industries 
right  now."  A  $2.5-million  write- 
oft— from  a  plant  closing  forced  by 
the  environmentalists— held  Lone 
Star's  net  at  $1.71  a  share  last  year, 
up  only  4%  from  1970.  Kringel 
expects  to  do  better  this  year, 
though  not  because  of  any  mira- 
cles in  cement.  Demand  will  be 
up,  he  says,  but  not  that  much; 
most  gains  should  come  from  the 
newer  ventures  Kringel  has  funded 
out  of  cement  cash  flow.  ■ 


Time  To  Mobilize? 

Tax  h.wens  you've  heard  about. 
But  pollution  havens? 

Don't  laugh.  Chairman  Ian  Mac- 
Gregor  of  American  Metal  Climax 
warned  a  group  of  Denver  environ- 
mentalists last  month.  Pollution 
havens  could  become  a  serious 
threat  to  U.S.  industry. 

Many  less-developed  countries 
see  the  furor  over  pollution  control 
in  the  developed  countries  as  a 
golden  opportunity,  he  explained. 
"They  perceive  they  now  have  an 
inducement  to  offer  to  the  rest  of 
the  world.  They  would  be  prepared 
to  encourage  industrialization  in 
their  countries  without  the  extra 
costs  of  modern  pollution  controls." 

That's  quite  an  inducement, 
MacGregor  went  on:  "Estimates 
prepared  by  the  Environmental 
Protection  Agency  and  the  Council 
on  Environmental  Quality  indicate 
that  the  annual  cost  of  pollution 
abatement  could  rise  to  $18.3  bil- 
lion by  1975."  And  industry 
sources  regard  those  estimates  as 
conservative.  Yet  U.S.  manufactur- 
ers  retained   only    $17   billion   last 


year  after  taxes  and  dividends  for 
spending  on  plant  and  equipment 
as  well  as  on  pollution  control. 

On  top  of  that,  MacGregor  said, 
much  of  U.S.  industrial  machinery 
is  obsolete  in  terms  of  new  con- 
cepts of  productivity. 

"To  update  the  aged  plant  equip- 
ment of  an  industry  responsible  for 
pollution,  and  to  make  it  also  tech- 
nologically competitive  on  a  world- 
wide basis,  will  inevitably  demand 
huge  expenditures  and  spiraling 
operating  costs,"  said  MacGregor. 
Passing  the  cost  on  to  the  consumer 
through  price  hikes  is  no  answer 
because  it  will  meet  customer  re- 
sistance and  governmental  controls. 

The  only  answer,  said  Mac- 
Gregor, is  the  kind  of  fast  deprecia- 
tion and  special  tax  write-offs  used 
to  finance  the  rapid  building  of 
new  plant  and  equipment  during 
the  Korean  War.  "We  might  say 
that  the  threat  to  the  environment 
should  put  all  of  us  on  a  wartime 
mobilization  basis,  just  as  in  the 
past  we  mobilized  the  resources  of 
the  nation  to  bring  about  change 
from  peacetime  industry  to  a  war- 
time economy."  ■ 
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Hey, Ted  Bates! 

Some  of  the  most  important  executives  you  know  run  these  companies: 

Bristol-Myers  Co.  Johnson  &  Johnson  ' 

Brown  &  Williamson  Tobacco  Corp.        ^    Mars,  Inc. 

Carter-Wallace  Inc.  Matsushita  Electric  Corp.  of  America 

Colgate-Palmolive  Co.  Nabisco,  Inc. 

E.  I.  du  Pont  de  Nemours  &  Co.  Pfizer  Inc. 

Glen  Alden  Corp.  Sandoz-Wander,  Inc. 

(International  Playtex  Corp.)  E.  R.  Squibb  &  Sons 

International  Paper  Company  Standard  Brands  Inc. 

International  Telephone  &  The  Upjohn  Company 

Telegraph  Corp.  Warner-Lambert  Co. 

And  what  do  they  read  most?  Here's  what  they  told  Erdos  and  Morgan:* 

QUESTION  1:  Please  check  below  those  magazines  you  read  regularly  (at  least  3  out  of  4 
issues). 


Magazine 

No. 

% 

FORBES 

152 

72.7 

Fortune 

116 

55.5 

Business  Week 

109 

52.2 

Time 

98 

46.9 

U.S.  News  &  World  Report 

46 

22.0 

Newsweek 

45 

21.5 

None  specified 

10 

4.8 

If  you  have  checked  more  than  two  of  the  above 

magazines,  whi 

read  most  thoroughly? 

FORBES 

101 

48.3 

Business  Week 

76 

36.4 

Time 

67 

32.1 

Fortune 

64 

30.6 

U.  S.  News  &  World  Report 

27 

12.9 

Newsweek 

23 

11.0 

Not  stated 

17 

8.1 

Now  it's  likely  that  all  the  officers  of  these  important  Ted  Bates  clients  receive  all  six  of  these 
magazines  regularly.  But  it's  what  they  read  that  matters— not  what  they  get. 

So  if,  on  behalf  of  your  clients,  you  want  to  know  the  most  economical  and  best  way  to  reach 
top  executives,  don't  you  think  a  survey  of  the  reading  habits  of  the  top  men  among  your  top 
clients  constitutes  a  convincing  assortment? 

FORBES  readers  don't  just  own  American  business. 

They  run  it.  Forbes:  capitalist  tool 

jestion  survey  conducted  during  December 
3n,  Inc.  The  study  included  all  Ted  Bates 

n*  ,  .,«f  .v,,iii„„  *    -joo  .  "  7,. "■  *-"v.,v^^^^,^v^^^  ^,  ,,,Kj,^  (excluding  banks  and  insurance  companies). 

^ir^^ffli^^  Ino  J,  n°nT°''^*®  officers  (including  all  chairmen,  presidents,  vice-presidents,  secretaries,  treasurers  and 
comptrollers),  209  or  67.9%  responded.  fir.  , 


Faces  Behind  the  Figures 


Pollution  and  Productivity 

Tre_\si.ry  Secret.\ry  John  B. 
Connally  had  harsh  words  for  gro- 
cen.-  men  last  month,  but  soothing 
words  for  other  businessmen.  Con- 
nally said  that— in  effect— raising 
productivity  ought  to  take  prece- 
dence over  lowering  pollution. 
"I'm  not  saying  we  should  stop 
trying  to  control  pollution,"  he  told 
Forbes.  "I  am  saying  you  can't  go 
crazy  about  it  and  shut  down  your 
industries  until  you  solve  all  your 
water  and  pollution  problems." 

Connally  went  on  to  point  out 
that  pollution-control  measures  in- 
flate costs  without  increasing  pro- 
duction. This  is  what  the  U.S. 
cannot  aftbrd  when  it  is  fighting 
to  keep  a  foothold  in  international 
markets.  "The  point  is  that  if  the 
U.S.  is  going  to  be  competitive 
with  the  rest  of  the  world,  we 
can  only  move  so  far  ahead  of  the 
world  in  terms  of  what  resources 
we  commit  to  nonproductive  uses. 

"Now,  say  the  steel  industry 
spends  SlOO  million  a  year  to  be 
sure  their  smoke  is  pure  and  their 
waste  doesn't  contaminate  the  riv- 
ers. This  increases  the  cost  of  their 
product  without  affecting  its  qual- 
ity. If  Japan  tunis  out  a  comparable 
product  without  the  same  pollu- 
tion-controls costs,  then  we  can't 
compete. " 

Forbes  pointed  out  that  the 
problems  of  American  steel  go  be- 
\ond  the  added  cost  of  antipol- 
lution devices. 

"Take  refineries,  then.  We  have 


Treasury  Secretary  Connally 


the  most  efficient  oil  refineries  in 
the  world.  These  laws  are  going  to 
make  us  spend  hundreds  of  mil- 
lions of  dollars  in  almost  every 
type  of  basic  industry— cement,  in 
refineries,  in  aluminum— and  all  for 
nonproductive  costs. 

"Ask  any  businessman  what  he 
plans  to  spend  in  just  the  next 
three  years.  Ask  him  how  much 
of  his  total  capital  outlay  is  going 
for  nonproductive  purposes  in  the 
sense  that  it  doesn't  contribute 
to  the  quality  or  cheapness  of  the 
article  produced,"  Connally  said. 

"I  am  not  saying  that  cleaning 
the  environment  is  not  productive; 
in  a  social  sense,  it  is,"  he  em- 
phasized. "All  I  am  saying  is  that 
we  can  take  the  lead  in  the  world 
trade  community  just  so  far.  Until 
Japan  catches  up,  for  one  example. 
Until  the  people  of  Tokyo  say  we 
want  safety  devices  on  our  cars, 
we  want  the  smoke  to  stop,  we 
want  this  air  purified." 

Connally's  message  will  infuri- 
ate the  environmentalists,  even 
rather  mild  ones.  There's  an  obvi- 
ous logic  in  his  words,  but  for  a 
politician  to  come  out  against  clean 
air?  Obviously,  his  message  was 
beamed  at  businessmen,  not  at 
the  general  public.  "Look,"  the 
Treasury  Secretary  said,  "all  the 
other  countries  .  .  .  are  plagued 
with  pollution  problems,  too."  And 
he  went  on  to  suggest  that  in  the 
trade-off  between  pollution  and 
productivity,  the  Nixon  Adminis- 
tration wasn't  going  to  neglect 
productivity.  ■ 


Sofomon's  Choice? 

It's  a  struggle  as  old  as  the  Re- 
public: between  the  legislative  and 
the  executive  branches.  Latest 
pawn  in  the  struggle  is  Arthur 
Schoenhout,  a  47-year-old  certified 
public  accountant  who  spent  14 
years  with  Washington's  Govern- 
ment Accounting  Office  (GAO). 
Schoenhout  is  head  of  the  Cost 
Accounting  Standards  Board.  Its 
job  is  to  set,  for  the  first  time, 
tough  new  accounting  standards 
for  defense  contractors.  It  reports 
diiectly  to  Congress  through  the 
GAO.  CASB  was  created  by  Con- 
gress two  years  ago  in  the  wake  of 
the  public  uproar  over  runaway  de- 
fense costs.  The  NLxon  Administra- 
tion would  like  to  get  control  of 
CASB.   Administration   spokesman. 


Senator  William  Brock  (Rep., 
Tenn.),  has  sponsored  a  bill  putting 
CASB  under  the  White  House. 

Experienced  bureaucrat  that  he 
is,  Schoenhout  doesn't  condemn 
Brock's  pro-White  House  bill,  but 
it's  clear  he  doesn't  like  it.  An  out- 
fit like  CASB,  he  feels,  can't  do  its 
work  properly  unless  it  is  indepen- 
dent. This  could  well  be  one  case 
where  a  bureaucrat  wins  out  over 
a  senator:  It's  unlikely  that  Brock's 
fellow  legislators  will  willingly  give 
up  a  pipeline  into  what  the  execu- 
tive branch  is  doing— or  not  doing. 
Delicately,  Schoenhout  puts  it  this 
way:  "I'm  not  saying  we  could 
.have  prevented  a  C-5A  scandal  if 
we  had  been  in  operation  at  the 
time.  I  am  saying  we  could  have 
uncovered  it  in  time  for  the  Penta- 
gon and  Congress  to  step  in."  ■ 


Schoenhout  of  CASB 
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Faces  Behind  the  Figures 


Too  Good  To  Be  True? 

Most  energy  experts  these  days 
will  tell  you  that  nuclear  power  is 
the  big  energy  source  of  the  future. 
But  not  J.  Hilbert  Anderson,  63,  of 
York,  Pa.,  consulting  engineer,  in- 
ventor and  one-time  chief  engineer 
at  Borg-Warner's  York  division. 
The  big  new  power  source  of  to- 
morrow, Anderson  says,  is  geother- 
mal  power— pollution  free,  low  cost, 
virtually  inexhaustible. 

Almost  everybody  from  Scientific 
American  to  the  Federal  Power 
Commission  has  dismissed  geother- 
mal  power  out  of  hand.  But  Ander- 
son sticks  to  his  guns.  Consider  the 
vast    quantity    of    heat    constantly 


Zillau  oi  San  Diego  Gas  &  Electric 


flowing  from  the  earth's  interior  to 
the  surface,  he  says.  "If  we  could 
convert  only  13%  of  this  heat  to 
power,  we  would  produce  4.16 
million  megawatts  continually— 10 
times  the  world's  present  average 
power  output. "  That's  a  pretty  big 
if,  but  Anderson  continues:  "The 
only  real  questions  are:  How  ac- 
cessible is  it?  And,  do  we  have  the 
ability  to  use  it? " 

The  geothermal  experiments  so 
far— in  Italy,  New  Zealand,  in  the 
U.S.  at  Pacific  Gas  &  Electric's 
Geysers  installation— have  been 
based  on  natural  steam,  an  admit- 
tedly limited  resource.  But  the  real- 
ly big  geotheiinal  potential,  An- 
derson says,  lies  in  the  earth's  great 
reservoirs  of  hot  water.  This  water 
can  be  used  to  boil  a  separate  sub- 
stance—isobutane  gas,  for  instance 
—so  it  expands  through  a  turbine 
to  produce  power,  and  can  then 
be  returned  to  the  earth. 

Anderson  just  happens  to  have 
designed  such  a  system,  for  Magma 
Power  Co.,  a  Los  Angeles  geother- 
mal power  development  company, 
which  he  claims  at  least  matches 
the  capital  costs  of  conventional 
power  and  offers  significant  reduc- 
tions in  operating  costs. 

California's  Imperial  Valley  sits 
on  huge  amounts  of  hot  water,  and 
Anderson  believes  that  similar  hot 
water  reserves  could  be  found 
throughout  the  U.S.  "All  power 
companies  in  the  West  are  looking 
at  geothermal  power  very  intense- 
ly," he  says.  "But  like  all  corpora- 
tions, there  are  those  who  prefer 
to  wait  and  let  somebody  else 
tackle  it." 

The  only  utility  executive  so  far 
really  to  catch  fire  over  the  U.S.' 
hot-water  potential  is  Walter  A. 
Zitlau,  59,  who,  a  year  or  so  back, 
took  over  as  president  of  San  Diego 
Gas  &  Electric,  California's  south- 
ernmost utility.  San  Diego  G&E  is 
a  fairly  small  company,  with  net 
income  last  year  of  $22  million  on 
$175  million  in  sales.  But  it  is  one 
of  the  fastest  growing  in  the  U.S., 
and  it  has  been  uncommonly  recep- 
tive to  new  ideas  in  recent  years:  It 
built  the  first  liquefied  natural  gas 
plant  in  the  West  (to  store  summer 
gas  surpluses  for  winter  use);  it 
has  pioneered  the  use  of  LNG  for 
motor  transport;  and  it  has  con- 
cocted a  power  plant  that  operates 
off  sewage,  which  it  incinerates  as 
it  generates  electricity. 

Now  it  has  joined  Magma  Power 


Engineer  Anderson 


in  a  research  and  development  pro- 
gram to  investigate  the  geother- 
mal resources  of  the  Imperial  Val- 
ley, only  a  hundred  miles  away. 
So  far  it  has  dug  one  2,600-foot 
test  well  ("encouraging"),  while 
several  others  are  under  way.  "We 
hope  it's  going  to  be  more  than 
competitive  with  conventional 
plants, "  Zitlau  says,  "otherwise  we 
wouldn't  be  punching  any  holes  in 
the  ground." 

What  awakened  his  company's 
interest,  Zitlau  explains,  is  the  ris- 
ing cost  and  declining  availability 
of  conventional  and  nuclear  fuels. 
"We're  looking  at  this  in  a  very 
hardheaded  business  way,"  says 
Zitlau.  "We'd  be  the  last  ones  to 
tell  you  right  now,  'Here's  a  bo- 
nanza.' We  don't  know  that  yet." 

But  with  the  skies  turning  dark 
from  pollution,  with  fuel  growing 
short  and  with  nuclear  plant  safety 
under  question,  clean,  plentiful 
geothermal  power  seems  almost  too 
good  to  be  true.  It  may  prove  to 
be,  but  it  would  be  stupid  not  to 
give  it  a  try.  ■ 
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WHATEVER  HAPPENED 
TO  1HE  AMERICAN  DREAM? 

WeVe  Got  It  Made— Now  Where  Do  We  Go  From  Here? 


Three  squares,  a  roof,  a  chicken  and  two  cars. 
That  was  about  it.  Then  the  dream  became  a 
reality  for  most  Americans.  Relax  and  enjoy 
it?  No. 

Some  fresh  money  came  into  the  game,  and 
they've  raised  the  ante  on  us. 

The  great  post-war  population  bulge  has  now 
moved  along  the  track  to  adulthood.  In  the  next 
ten  years,  the  20-34  age  group  will  grow  at  five 
times  the  national  rate.  By  1981  there'll  be  60  mil- 
lion of  them.  At  the  cutting  edge  is  the  first  edu- 
cated mass  aristocracy  any  nation  has  ever  had. 

These  Frontrunners  of  the  New  Generation  are 
not  a  "market  segment"  to  be  set  aside  and  han- 
dled incidentally,  if  at  all.  As  customers,  stock- 
holders, employees,  legislators  and  educators, 
they  are  the  thrusting  force  in  our  society.  They 
are  the  new  majority  in  power  and  influence,  and 
they  are  pressing  some  tough  issues.  Their  central 
question  is  "Where  do  we  go  from  here?". 

It  is  the  triumph  of  the  American  system  that  we 
are  rich  enough  to  have  such  a  question  asked. 
But  to  come  back  with  "Kid,  you  never  had  it  so 
good"  is  no  answer  to  someone  who  never  had 
it  any  different. 

The  grown  children  of  the  post-technological, 
post-affluent  era  have  their  own  agenda  of  aspi- 
rations. The  depression-shaped  economic  lan- 
guage of  their  fathers  falls  on  deaf  ears.  They 
don't  remember. 


Business  must  get  the  answers  in  sync  with  the 
questions— and  then  plug  them  into  the  open 
channels  of  communication,  remembering  the 
fable  of  the  company  president  who  wouldn't 
advertise  on  Sunday  afternoon  radio  because 
everyone  goes  to  the  polo  matches. 

PSYCHOLOGY  TODAY  is  the  mainstream  mag- 
azine of  the  Frontrunners  of  the  New  Generation. 
They  are  with  us  in  the  search  for  human  touch- 
stones in  our  future-shocked  society.  This  intense 
mutual  interest  has  built  a  magazine  with  650,000 
circulation  and  over  two  and  a  half  million  read- 
ers every  month. 

PSYCHOLOGY  TODAY's  Frontrunners  are 
young— median  age  27.7.  Three  out  of  four  are 
college  educated.  Their  $14,713  median  income 
gives  them  economic  power.  Their  proven  social 
involvement  translates  into  political  clout. 

You  have  a  message  for  them.  PSYCHOLOGY 
TODAY  will  deliver  it. 
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PSYCHOLOGY  TODAY'S 

FRONTRUNNERS  OF  THE  NEW  GENERATION 

People  Who  Make  Things  Happen 

Index  of 
PT  Readers 

Public  Activity- Last  2  Years  (us.  index  =  1003 


Written  to  an  elected  public  official 
Addressed  a  public  nneeting 
Taken  an  active  part  in  local  civic  issue 
Written  to  an  editor  of  magazine  or 

newspaper 
Written  something  that  has  been 

published 
Actively  worked  for  a  political  party 

Source:  Simmons  1971 
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Faces  Behind  the  Figures 


Lawrence  of  Braniff  Airways 


Narrow  Bodies,  Wider  Profits? 

The  $2.6-million  loss  Braniff  Air- 
ways piled  up  in  1970  on  $325 
million  revenues  was  bad  enough, 
but  it  could  have  been  a  lot  worse. 
"I've  been  through  five  recessions 
in  my  26  years  in  the  airline  busi- 
ness," says  Braniff's  boss,  Chairman 
Harding  L.  Lawrence,  51.  "I  smelled 
this  one  coming  back  in  the  simi- 
mer  of  1969,  and  hit  the  panic  but- 
ton in  September,  before  most  of 
the  others  did." 

The  recession  was  only  the  half 
of  it.  Braniff's  revenue  passenger 
miles  slumped  11%  in  1970,  but  the 
real  blow  was  the  loss  of  almost 
half  of  Braniff's  military  charter 
business;  and  charters  accounted 
for  over  75%  of  Braniff's  1969  prof- 
it. Lawrence  trimmed  his  personnel 
-from  13,000  to  9,400  now-to  re- 
flect Braniff's  curtailed  volume,  and 
then  set  about  trimming  planes. 
"First  I  let  the  leased  aircraft  go," 
Lawrence  says,  "then  I  started  sell- 
ing the  planes  we  didn't  need." 
In  the  end  he  even  canceled  one  of 
the  two  747s  on  order.  Result: 
When  traffic  recovered  in  1971, 
Braniff  moved  solidly  into  the 
black,  earning  $9  million  on  just  a 
4%  gain  in  revenues  to  $337  million. 


Braniff's  edge  for  the  future,  says 
Lawrence,  lies  in  his  refusal  to  or- 
der any  new  generation  of  wide- 
body  jets  other  than  one  747  for 
use  on  the  Dallas-to-Hawaii  run. 
Competitors  like  Trans  World  and 
American,  who  also  swung  back  in 
t,he  black  last  year,  have  dozens  of 
vyide-body  DC-lOs  and  L-lOlls 
scheduled  for  delivery  this  year, 
which  will  have  to  be  financed  and 
then  filled  with  passengers.  "All 
the  wide  body  gives  you,"  Law- 
rence says,  "is  the  look,  and  we're 
equipping  all  of  our  727s  with 
the  wide-body  look"— replacing 
overhead  racks  with  compartments, 
giving  interiors  more  headroom  and 
a  more  spacious  appearance. 

Wide-body  operating  economies? 
He  agrees  that  the  747,  for  one,  is 
much  more  economical  on  long 
hauls,  but,  by  reducing  flight  fre- 
quency, it  can  be  a  serious  dis- 
advantage on  short,  high-density 
hauls;  and  Braniff  has  the  shortest 
flight  length  of  any  major  carrier. 
So  he's  sticking  with  the  stretched 
727-200,  11  of  which  will  be  de- 
livered this  year.  "I  was  one  of  the 
first  to  order  pure  jets,"  he  says. 
"Their  consumer  benefit  was  ob- 
vious. But  we  just  haven't  seen  it 
with  the  wide  bodies."  ■ 


Once  Burned  .  .  . 

It  seemed  a  bit  like  asking  foimer 
Penn  Central  Chairman  Stuart 
Saunders  to  ride  herd  on  railroad 
mergers,  or  having  fomier  L-T-V 
Chairman  James  J.  Ling  head  anti- 
trust. But  that  didn't  keep  Civil 
Aeronautics  Board  Chairman  Secor 
Browne  recently  from  appointing 
William  Caldwell,  48,  fonner  se- 
nior vice  president  finance  of  near- 
bankrupt  Mohawk  Airlines,  as 
airline  industry  finance  watchdog. 

As  assistant  to  the  CAB's  eco- 
nomics director,  Caldwell  must 
keep  a  running  estimate  of  such 
critical  items  as  cash  flow  and  traf- 
fic trends,  so  that  the  CAB  can 
lake  steps  to  prevent  the  kind  of 
financial  disaster  that  .seemed  im- 
minent for  Pan  Am  and  TWA  last 
year.  In  the  past,  the  CAB's  finan- 
cial and  traffic  data  have  been  30 
to  90  days  old.  "Great  history," 
says  CJaldwell,  "but  this  is  a  dynam- 
ic business." 

An  impending  meigor  with  Al- 
legheny saved  Mohaw  k  from  threat- 
ened  bankruptcy   brought   on   pri- 


marily by  a  five-month  pilot  strike. 
The  merger  also  cost  Caldwell  his 
job,  and  that  brush  with  insolvency 
may  explain  why  he  is  less  opti- 
mistic today  than  most  airline  men. 
"I  know  they're  out  blowing  their 
trumpets,"  he  says,  "and  though 
this  year  should  be  better  than  last, 
I  don't  think  it'll  be  a  great  year." 

Caldwell  doesn't  believe  in  the 
current  upsurge  in  traffic,  and  he 
doesn't  believe  the  industry  has 
checked  its  rising  costs.  It  isn't 
likely  to  either,  he  says,  not  with 
major  labor  negotiations  coming 
up  and  more  wide-bodied  jets  com- 
ing into  service.  Worst  of  all,  he 
says,  the  increasing  use  of  discount 
and  promotional  fares  is  seriously 
eroding  the  industry's  revenue 
gains.  In  fact,  he  doubts  the  carriers 
will  reach  the  $250-million-profit 
level  for  the  year  his  boss  predicted 
some  four  months  ago:  "I'm  just 
not  as  optimistic  as  the  Chairman. 

"We  all  forget  that  there  is 
downside  leverage  too,"  he  says. 
"When  the  hiccups  come  again, 
they'll  be  bigger,  just  because  the 
industry's  bigger."  ■ 


Caldwell  of  the  CAB 
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Here's 
the  score 


Advertising  Pages  Gains  vs.  Losses 


ONE  YEAR 

1971  vs.  1970 


FIVE  YEARS 

1971  vs.  1966 


1.  FORBES 

+  43.18 

+  4% 

2.  BusinessWeek 

-575.34 

-16% 

3.  Fortune 

-95.66 

-7% 

1.  FORBES 

+  112.90 

+  11% 

2.  Business  Week 

-2,496.41 

-46% 

3.  Fortune 

-906.51 

-42% 

Source:  PIB 


Without  doubt,  FORBES  is  the 
business  magazine  of  today.  In  1971 
we  were  the  only  one  of  the  three 
leading  business  magazines  to  show 
a  gain  in  advertising  pages,  in  spite 
of  the  difficult  year  for  the  economy. 
Also  without  doubt,  the  five-year 
growth  trend  reflects  the  growing 
awareness  of  the  primary  position  of 
FORBES  in  the  business  publishing 
field  today. 

More  efficient. 

In  addition,  FORBES  offers  ad- 
vertisers more  circulation  per  dollar 
than  either  of  the  other  two  major 
business  magazines.  FORBES  current 
cost  per  page  per  thousand  circula- 
tion is  $10.80.  Business  Week's  is 
$12.22.  Fortune's  is  $16.07  (and  It 
will  increase  in  March). 

Top  management. 

No  advertiser  seeking  to  reach 
top  management  in  America's 
largest  corporations  will  find  a 
better  place  to  do  so  than  FORBES. 
In  ten  different  studies  of  corporate 
officers  and  top  management  in 
major  corporations,  FORBES  was 
shown  to  be  read  regularly  by  more 
of  the  7,213  total  study  respondents 


than  any  of  the  other  five  magazines 
measured.  All  ten  studies  were  con- 
ducted during  the  past  five  years 
by  the  independent  research  firm  of 
Erdos  &  Morgan,  Inc.  and  produced 
the  following  results  concerning  reg- 
ular readership  by  these  executives: 


FORBES 

70.3% 

Time 

57.9% 

Business  Week 

57.6% 

Fortune 

53.3% 

U.S.  News 

35.0% 

Newsweek 

32.2% 

Almost  2  hours  with  each  issue. 

FORBES'  latest  subscriber  study 
shows  that  the  average  reader 
spends  1  hour  and  59  minutes  with 
this  magazine.  And  these  figures 
have  been  largely  corroborated  by 
the  1971  Simmons  Study  data  on 
Reading  Days  and  Reading  Time 
which  shows  that  the  average 
FORBES  reader  spends  105  minutes 
with  each  issue.  This  compares  with 
86  minutes  for  Fortune,  43  minutes 


for  U.S.  News,  42  minutes  for  Time, 
35  minutes  for  Newsweek,  and  just 
26  minutes  for  Business  Week. 

No  regionals. 

FORBES  does  not  offer  regional 
breakouts  to  advertisers.  We  believe 
there  is  nothing  regional  about  the 
interests  or  influence  of  top  manage- 
ment in  major  corporations.  In  cor- 
porations of  this  caliber,  there  is 
nothing  regional  about  their  busi- 
ness. In  management  of  this  caliber, 
there  is  nothing  regional  about  their 
thinking. 

Etc. 

There  is  no  doubt  that  the  prog- 
ress of  FORBES  is  the  direct  result 
of  its  editorial  relevance.  No  other 
business  magazine  does  what 
FORBES  does.  We  tell  the  continuing 
story  of  corporations  in  terms  of  the 
top  management  men  who  give 
business  its  direction. 

Which  is  why  FORBES  alone  of 
the  three  leading  business  maga- 
zines is  UP  in  advertising. 

Forbes: 

capitalist  tool 


Faces  Behind  the  Figures 


Bringing  the  Dollar  Home 

How  do  you  get  back  to  the  U.S. 
the  $10,000  left  in  Europe  by 
Sgt.  Donald  Green  (below)?  Paul 
Bareau,  economic  adviser  to  Bar- 
clays Bank,  Britain's  largest,  be- 
lieves a  good  part  of  the  $52  bil- 
lion now  floating  around  the  world 
will  soon  start  heading  home- 
home  into  the  U.S.  stock  market. 
Foreign  nations  will  "dismantle  the 
controls  which  now  hold  back 
private  investment  in  dollar  stocks," 
he  predicts.  "I  wouldn't  be  sur- 
prised if  the  United  Kingdom  does 
so  in  the  very  near  future."  He 
grants  that  only  a  small  part  of  the 
billions  abroad  would  come  into 
the  market,  but  "enough  to  send 
the  market  booming." 

Barean  agrees  with  most  foreign 
observers  on  why  the  dollars  have 
not  yet  begun  to  return.  President 
Nixon,  he  says,  is  pursuing  "an  in- 
flationary fiscal  and  monetary  poli- 
cy.   When    Nixon    said,    'I    am    a 


Bareau  of  Barclays  Bank 

Keynesian,'  I  could  see  the  old  man 
turning  over  in  his  grave.  Keynes 
held  that  in  a  time  of  inflation  you 
should   pursue   a   tight   fiscal   and 


monetary  policy." 

Nevertheless,  Bareau  is  optimis- 
tic. U.S.  short-term  interest  rates 
are  headed  up,  he  notes,  which 
should  attract  some  foreign  money. 
Then  Tie  adds:  "So  far,  your  wages- 
and-prices  policy  has  worked  bet- 
ter than  that  of  any  other  nation." 
As  foreigners  gain  confidence  in 
the  U.S.  financial  situation,  they 
may  start  investing  directly  in  U.S. 
stocks.  Or  foreign  central  banks 
may  use  their  dollar  holdings  to 
"buy  up  some  of  the  U.S.  holdings 
in  Europe  or  enable  the  public  to 
buy  them.  Reverse  investment  or, 
if  you  prefer,  reverse  lend-lease. 

"You've  got  a  difficult  18  months 
ahead,"  Bareau  concludes,  "but 
you'll  come  out  all  right.  The  dol- 
lar will  become  a  strong  currency. 
You'll  solve  your  balance-of-pay- 
ments  problem.  Phase  2  won't  work 
perfectly,  but  it  will  work.  You 
must  never  forget  your  great 
strength:  your  enormous  produc- 
tive system."  ■ 


The  Buck  Starts  Here 

Americans  trying  to  figure  how 
all  those  dollars  get  into  European 
central  banks,  creating  problems 
for  the  U.S.,  might  consider  Don- 
ald Green  of  Norfolk,  Neb.  Green 
is  not  an  international  financier. 
He  is  a  23-year-old  sergeant  who 
makes  $650  a  month  as  a  finance 
clerk  at  U.S.  Third  Air  Force  Head- 
quarters in  Ruislip,  just  outside 
London.  Yet  he  and  his  310,000 
buddies  in  Europe  represent  a 
$1.7-billion  adverse  balance-of- 
payments  flow  for  the  U.S.  dollar. 

"I  get  paid  in  dollars,"  Sgt. 
Green  told  Forbes,  "and  change 
about  S200  a  month  into  pounds 
sterling."  That's  because  he  lives 
off  base  and  needs  it  for  rent  and 
utilities,  for  the  theater  and  pub, 
as  well  as  for  gas  for  his  English  car 
and  cash  for  his  civilian  clothes. 

Green  is  no  spendthrift.  At  $200 
a  month,  he  is  way  behind  a  U.S. 
tourist  who  can  blow  that  much  in 
two  days  in  London.  Yet  in  four 
years  at  Ruislip,  Sgt.  Green's  dollar 
drain  might  total  $10,000. 

That  is  because  the  U.S.  Treas- 
ury issues  Sgt.  Green's  paycheck  in 
dollars,  but  in  cashing  it  at  the 
base  finance  office,  he  takes  some 
in  pounds.  For  the  finance  office  to 
have  pounds,  the  Federal  Reserve 
Bank  buys  them  from  the  Bank  of 


England  with  U.S.  dollars.  That's 
when  the  dollar  outflow  occurs. 
The  pounds  are  then  deposited  in 
a  special  account  at  the  Bank  of 
England.  The  finance  office  at 
Ruislip  Air  Base  then  buys  the 
sterling  from  the  account,  paying 
for  them  with  a  dollar  check. 

Those  dollars  represent  a  claim 
against  the  U.S.  economy.  By  now 
they  add  up  to  around  $52  billion 
in  European  banks,  some  from  mil- 
itary men  like  Sgt.  Green,  others 
from  American  companies  investing 
overseas,  American  traders  buying 
overseas  products,  and  tourists. 

As  these  claims  swelled  last  year, 
the  U.S.  Government  took  action. 
The  one  that  affected  Sgt.  Green 
directly  was  the  8.5%  devaluation. 
Now  he  gets  only  £76.62  for  his 
$200  instead  of  £83.33.  That  may 
lead  him  to  spend  more  of  his 
pay  on  post,  seeing  movies  instead 
of  plays  and  buying  Ballantine 
beer  instead  of  Watney's— much 
like  the  U.S.  consumer  who  chooses 
a  Pinto  over  a  Toyota.  That  is  one 
way  to  stem  the  dollar  drain. 

But  that  still  leaves  Green's 
$10,000  in  the  Bank  of  England 
along  with  the  other  $52  billion 
in  Europe.  By  May  of  1973  Sgt. 
Donald  Green  will  be  happily  re- 
turning lo  his  hometown  in  Ne- 
braska. But  how  do  you  get  his 
$10,000  to  come  home?" 


Sgt.  Green  of  the  U.S.  Air  Force 
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Sheboygan  is  gmi^  drunk 
drivers  a  chaser. 


The  car  ahead  weaves.  It  crosses  the  center 
line,  tail  lights  sweeping  the  road  from  shoulder 
to  shoulder.  Then  it  shoots  ahead,  a  domino 
disappearing  in  the  night. 

A  TV  thriller?  Yes,  but  in  a  Wisconsin 
courtroom,  it's  a  show  that's  dead  serious. 

The  charge  is  OWI,  operating  while 
intoxicated.  The  evidence  is  an  on-the-spot 
videotape  made  by  the  arresting  officer. 

Wisconsin  is  out  to  reduce  its  highway 
accidents.  And  the  mobile  videotape  camera  is 
one  of  its  best  enforcement  aids. 

It  shows  a  vehicle's  abnormal  operation. 
It  records  the  officer's  observations.  It  shows 
the  driver's  behavior.  All  at  the  time  of  arrest. 
How  useful  is  this? 

So  far,  every  driver  videotaped  and 
charged  with  OWI  has  pleaded  guilty.  An  admission  that  places  most  of  them  on  a 
corrective  probationary  program. 

These  are  some  of  the  results  of  ASAP,  the  Alcohol  Safety  Action  Program  in  Marathon 
and  Sheboygan  counties. 

Selective  enforcement  is  one  of  its  countermeasures.  Others  are  concerned  with  driver 
control,  licensing,  driver  education  and  community  education. 

Through  such  ASAP  projects  across  the  country,  the  National  Highway  Traffic  Safety 
Administration  is  developing  recommendations  for  an  effective  nation-wide  program  to 
stop  drunk  driving. 

State  Farm  endorses  this  effort  because  nearly  thirty  thousand  drivers,  passengers  and 
pedestrians  were  killed  last  year  in  alcohol-related  accidents. 

You  can  help.  For  information,  write  the  National  Highway  Traffic  Safety 
Administration,  Department  of  Transportation,  Washington,  D.C.  20590. 


STATE  FARM  MUTUAL  AUTOMOBILE  INSURANCE  COMPANY 

Home  Office:  Bloomington,  Illinois 


STATE    FARM 


INSURANCE 
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"WE  KNEW 
ALL  AIRLINES 
WERE  FAST 
IN  THE  AIR- 
PAN  AM'S 
CARGO  AD  TOLC 
US  HOW  FAST 
THEY  WERE 
ON  THE  GROUNI 


CHARLES  F.  TRAPP 
PRESIDENT 
FORMSPRAG  COMP/ 


ntttf^tiniM 


"IVe  import  a  special  type  of 
'Utah  with  a  competitive  advantage 
■and  a  terrific  growtti  potential. 

Rigtit  now,  we  bring  in  clutches 
nd  parts  from  Vienna  to  Detroit 
■hile  we  start  up  our  own 
lanufacturing. 

But  our  accounts  expect  delivery 
s  quickly  as  if  our  factory  was 
3xt  door. 

That's  why  we  got  very  interested 
<  a  Pan  Am  ad  last  Spring— It 
Iked  about  what  the  carrier  could 
0  to  get  cargo  ready  for  Customs 
'earance. 

That's  the  kind  of  approach  we 
anted,  so  we  called  Pan  Am  and 
<plained  the  situation.  They 
>tened. 

We've  got  the  distribution  prob- 
777  licked  now.  We  can  have  a 
lipment  at  the  warehouse  within 
days  of  placing  the  order  by 
elex. 

But  if  that  ad  hadn't  prompted 
s,  we  might  be  giving  our  cus- 
imers  fast  excuses  instead  of  fast 
Brvice." 

^hat  do  I  get  for  my  money?" 

If  you  spend  a  million  dollars  for 
Dmputers,  you've  got  something 
t  show  for  it.  Something  real  and 
ingible. 

Anytime  you  want  to,  you  can 
atch  those  computers  in  action, 
arning  their  keep. 

But  when  you  spend  a  million 
Dllars  on  advertising— what  do 
)u  get? 

ie  Unknowable. 

You  get  intangibles.  Like  higher 

vareness.  Or  a  better  image. 

But  what  are  they  worth? 

How  much  does  advertising  in 

jsiness  publications  contribute 

sales? 

That's  what  you  really  want  to 

lOW. 

But  it  seems  like  you're  up 
lainst  the  Unknowable.  Or  at 
astthe  unmeasurable. 
The  difficulties  are  enormous. 
It's  much  easier  in  the  package 
lods  field.  They  can  tell  in  a  short 
ie  how  the  product  is  moving  off 
a  shelves.  They've  got  sales 
dits,  like  Nielsen  and  SAMI,  to 
ep  tabs  on  the  category  and  the 
mpetition. 

We'd  like  that  too.  But  we  don't 
ve  it. 


Not  when  lead  time  in  industrial 
buying  stretches  into  months- 
even  years. 

Not  when  your  customer  might 
require  a  lengthy  study  before 
making  his  decision. 

It's  pretty  hard,  when  the  sale's 
finally  made,  to  trace  it  back  to 
an  ad. 

Especially  with  so  many  other 
factors  operating— like  price,  avail- 
ability, quality,  delivery,  service. 

It's  a  far  cry  from  deciding 
between  two  detergents  at  690. 

Maybe  this  is  the 
kind  of  answer  you've 
been  waiting  to  hear. 

One  thing  we  do  know. 

The  Morrill  Study,  which  involved 
new  research  techniques,  and 
interviews  with  40,000  "brand  de- 
ciders", leaves  no  doubt  of  the  key 
relationship  between  advertising 
and  sales. 

Share  of  market  goes  up  when 
sales  calls  are  supported  by  adver- 
tising. The  average  dollar  sales 
per  call  are  larger  among  buyers 
exposed  to  advertising  in  business 
publications. 

Is  the  increased  share  of  market 
worth  the  additional  expense? 

The  Morrill  Study  shows  how 
selling  expense  as  a  percent  of 
sales  decreases  as  ad  exposure 
increases. 

If  you  can  stand  just  one  little 
chart,  this  one  will  spell  it  out. 


Average  Brand 
Selling  Expense  as  Percent  of  Sales 


100 


94 


89 


80 


74 


CALLED 
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NOT 
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5 
PAGES 


10 
PAGES 


20 
PAGES 


30 
PAGES 


CALLED  ON  AND  EXPOSED 
TO  ADVERTISING 


In  the  above  chart,  selling  expense  includes 
the  cost  of  personal  selling  and  the  cost  of 
advertising.  Obviously,  the  increase  in 
advertising  exposure  is  very  much  worthwhile. 


We  speak 

to  the  man  in  charge. 

In  addition  to  making  your  sales- 
man more  effective,  as  the  Morrill 
Study  shows,  advertising  helps  him 
in  another  way. 

With  the  men  he  has  trouble 
getting  to  see.  The  small  but  im- 
portant group  at  the  top  of  the 
ladder.  Men  like  Mr.  Trapp. 

And  make  no  mistake  about  it— 
the  man  who's  worrying  about  the 
bottom  line  is  at  the  bottom  of  the 
big  purchases. 

If  he  isn't  sold,  he  can  undo  all 
the  work  your  salesman  and  your 
advertising  have  done. 

And  all  the  "yeses"  could  add 
up  to  a  final  "no". 

He's  a  hard  man  to  see.  Ask  any 
salesman. 

But  we  get  to  see  him  just  as 
easily  and  just  as  often  as  the  men 
who  are  easier  to  see. 

We've  got  a  regular  appointment 
with  the  man  in  charge. 

We'll  put  you  right  in  his  lap. 


BusinessWeek 


FDrbes 


FMtune 


Time 


l^lAIAflCUilAAlf 
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Make  a  regular 

appointment  with 

management. 


Coming  attractions 

Our  next  ad  features  a  company 
president  who  gave  his  $2,500,000 
contract  to  a  firm  he  never  heard  oi 
—until  he  read  about  them  in  an  ad. 


carpet  a  roof? 

It's  possible,  with  Acrilan  2000+ 

JL  J  ACRYLIC 

fiber  by  Monsanto. 

It  would  insulate  well.  It  can't  rot.  It's  water- 
proof. And  it's  virtually  fade-proof^  because  it's 
colored  all  the  way  through  each  filament. 

Naturally,  it  does  well  where  carpets  get  really 
bad  treatment.  (We  tested  over  a  hundred  hospital 
stains  and  thdr  solvents;  Acrilan  2000+  acrylic 
fiber  came  through  with  glowing  colors). 

2000+  is  not  just  a  name.  It's  a  Weatherometer 
rating. 

Compare  it  with  wool  where  a  40  rating  is 
standard,  an  80,  excellent.  While  our  best  colors 
actually  rate  to  6000. 

We're  pleased  with  the  market  we  see  for 
Acrilan  2000 +  .  But  we're  also  pleased  because  it's 
one  of  our  babies,  conceived  and  developed  in  our 
ov  ratories  at|y|Qp3gptQ. 

the  science 
company. 

FOR  MORE  INFORMATION  ON  OUR 

TEXTILE  PRODUCTS  WRITE  MC-3 

MUf.'SANTO  COMPANY.  800  N  LINDBERGH  BLVD 

ST  LOUIS.  MO  63166 


The  Funds 


The  Minifund  Trap 

Eddie  Ch.\xdler  is  a  husky,  jovial 
man  with  the  friendly  drawl  of 
a  small-town  Billy  Graham.  He's 
proud  of  his  years  as  a  big  league 
baseball  pitcher— from  1946  to 
1955— though  he  admits  his  best 
season  was  with  a  Brooklyn  Dodg- 
ers farm  team  in  1946.  Dressed 
comfortably  in  electric  blue  pants 
and  an  open-neck  sport  shirt,  Chan- 
dler explains  that  lately  he  has 
taken  more  to  playing  golf,  and  just 
generally  enjoying  his  $50,000  an- 
nual income  from  private  invest- 
ment counseling. 

Chandler  also  runs  a  Los  Angeles 
mutual  fund  called  the  Chandler 
Fund.  It  s  not  a  big  fund.  In  fact, 
since  1967  it  has  only  grown  to 
$2.4  million  in  assets.  But  it's  a 
fund  with  600  shareholders.  In  ad- 
dition, Eddie  also  runs  his  own 
brokerage  house— which  handles 
most  of  his  fluid's  stock  transac- 
tions for  a  commission.  Does  the 
Chandler  Fund  have  a  chart  of  its 
performance,  Forbes  asked.  "We 
did  a  few  years  ago, "  Chandler 
drawls,  "but  the  SEC  said  we  wasn't 
computin'  our  asset  values  right,  so 
rather  than  hassle,  we  dropped 
the  whole  thing."  But  Chandler  is 
optimistic  about  his  fund's  future. 
"Come  Fourth  of  July.  1973,  we'll 
hit  $15  million  or  $20  million." 

At  least  Chandler  was  optimistic. 
Four  days  after  Chandler  talked 
to  Forbes,  the  Securities  &  Ex- 
change Commission  accused  him  of 
misusing  his  fund's  assets  for  his 
own  benefit  and  of  charging  un- 
reasonable markups  on  stock  he 
sold  to  his  brokerage  customers. 

Chandler  is  one  of  .several  mu- 
tual fund  managers  in  Los  Angeles 
facing  charges  filed  against  them 
by  a  special  team  of  six  SEC  staff- 
ers who  lately  have  been  riding 
herd  on  "mini"  mutual  funds— those 
with  assets  under  $10  million.  The 
SEC  also  has  18  investigators  in 
New  York  City,  two  in  Boston  and 
two  in  Chicago  on  minifunds.  Of 
the  nation's  1,245  registered  invest- 
ment companies,  some  250  with 
assets  under  $10  million  are  scat- 
tered around  the  country. 

But  California  has  been  center 
stage  for  troubled  minifunds  lately. 
Nearly  90  minifunds  are  in  the  Cah- 
fornia-Arizona-Nevada  region,  with 
the  majority  in  Southern  Califor- 
nia.   Why?    For    one    thing,    little 


funds  go  mainly  after  small  inves- 
tors, and  California's  armies  of  re- 
tired persons  are  tempting  custom- 
ers. For  another,  the  seemingly  en- 
demic get-rich-quick  attitudes  of 
most  Californians  make  them  easy 
targets.  "It's  not,  'Who  are  you?' 
here,"  says  a  Los  Angeles  attorney. 
"It's,  'What  are  you  flashing?' " 
Adds  a  cynical  government  lawyer: 
"Like  any  other  fraud,  crooked 
little  funds  go  over  well  in  South- 
ern California."  In  mute  testimony 
to  Southern  California's  problems, 
the  SEC  last  week  moved  its  re- 
gional headquarters  from  San  Fran- 
cisco to  Los  Angeles. 

Minifund  troubles  stem  from 
their  size.  Small  mutual  funds  sim- 
ply don't  make  any  money.  Faced 
with  high  overhead,  low  fees  and 
sure  losses,  fund  managers  are 
sorely  tempted  to  play  fast  and 
loose  with  what  they  do  have.  For 
example,  Sierega  &  Co.  ($450,000- 
assets  Olympus  Fund)  was  sued 
by  the  SEC  last  year  for  churning 
Olympus'  portfolio.  The  fund's 
manager  turned  over  the  assets 
1,483%  in  1970,  and,  said  the  SEC, 
funneled  most  of  the  brokerage  bus- 
iness to  his  own  brokerage  firm. 
Olympus  now  has  new  manage- 
ment. In  another  case,  the  SEC 
charged  that  fornier  insurance 
salesman  Merrill  O.  Mooney  had 
associates  buy  shares  of  his  Decade 
Fund  to  keep  the  net  asset  value 
rising.  Meanwhile,  the  SEC  said, 
Mooney  was  brokering  the  fund's 
stock  trades  and  taking  illegal  loans 
from  affiliates.  All  the  while,  Moo- 


ney told  prospective  customers  that 
the  fund  would  "generate  millions." 
Mooney  signed  a  consent  decree. 

Both  the  Olympus  and  Decade 
funds  were  charged  with  fraud. 
More  often  the  minifunds'  prob- 
lems stem  from  more  common  busi- 
ness sins— overzealous  selling,  weak 
controls,  poor  management.  Ex- 
hibit A:  the  much  publicized 
Shamrock  Fund,  which  collapsed 
last  month.  Back  in  1969,  Shamrock 
was  one  of  the  country's  hottest 
funds,  with  net  asset  growth  of 
33%.  By  last  June  30  Shamrock's 
1,400  shareholders  held  stock 
worth  $12.71  a  share.  But  by 
March  1972,  those  same  shares 
were  worth  less  than  $4. 

What  happened? 

Shamrock's  President  Robert 
Wiest  was  a  supersalesman  but 
had  little  investment  experience. 
Wiest  paid  himself,  his  wife  (a 
vice  president)  and  other  officers 
fat  salaries— totaling  over  $100,000 
a  year.  "Their  overhead  was  killing 
them,"  says  a  fellow  minifund  man- 
ager. Finally,  with  cash  tight,  Wiest 
frantically  invested  in  thinly  trad- 
ed, highly  speculative  stocks,  hop- 
ing to  hit  a  hot  one.  Names  like 
Kardar  Canadian  Oil,  Consohdat- 
ed  Equities  &  Management  and 
Bowles  Fluidics  dominated  Sham- 
rock's portfolio.  To  top  it  all  off, 
Wiest  and  his  wife  split  up  last 
fall  after  months  of  quarreling,  and 
Wiest  finally  left  Shamrock  in  No- 
vember. Redemptions  increased. 
Shamrock  couldn't  sell  its  stock 
and  share  value  dwindled.  Where 
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In  this  era  of  change  JRW 

putsTRW'sgrowf 


TO  OUR  SHAREHOLDERS: 

The  year  1971  was  another  good 
year  for  your  company,  although 
our  earnings  and  earnings  per  share 
did  not  reach  the  historic  peak  levels 
attained  in  1970.  In  each  of  our 
market  categories  TRW  showed 
performance  well  above  the  average 
of  competitive  companies  with 
similar  product  lines.  Moreover, 
during  the  year  we  continued  our 
emphasis  on  investment  in  new 
products  and  services  for  future 
growth.  Overall,  however,  our  sales 
and  earnings  were  limited  by  the 
external  economic  environment  in 
1971,  a  year  which  saw  several 
unusually  difficult  economic  de- 
velopments. 

The  domestic  economy  in  1971 
showed  slight,  spotty  gain  over  the 
previous  year  but  recovery  from  the 
recession  was  generally  disap- 
pointing. At  the  same  time  the 
inflationary  trend  continued, 
significantly  affecting  costs  and 
producing  increased  anxiety  among 
investors,  consumers,  businessmen 
and  the  government.  International 
markets  for  most  product  lines,  in- 
cluding ours,  were  disturbed  for 
several  reasons:  concern  over  the 
possibility  of  the  United  States 
recession  spreading  into  European 
areas;  a  broadening  inflationary 
trend  in  the  European  countries 
themselves;  the  growing  U.S. 
balance  of  payments  deficit  and 
trade  balance  reversal;  and  the 
unsettled  international  monetary 
relationships. 

The  conditions  and  trends  be- 
came sufficiently  alarming  that  on 
August  15,  as  you  know.  President 
Nixon  froze  wages  and  prices,  and 
placed  a  surtax  on  imports  into  this 
country.  Even  though  Hie  freeze 
was  lifted  prior  to  i  ,f  the 


year,  uncertainties  about  the 
business  environment  in  the  sub- 
sequent Phase  II  produced  continu- 
ing market  weakness  at  home  and 
abroad  for  the  balance  of  the  year. 

As  a  result  of  the  foregoing,  and 

despite  our  continuing  success  in 
holding  our  competitive  positions, 
your  company  was  unable  for  the 
first  time  in  nine  years  to  show  a 
growth  in  net  earnings  or  earnings 
per  share.  Some  TRW  activities  in 
1971,  particularly  those  involving 
new  products  and  services,  did 
surpass  1970  results  but  these  in- 
creases were  more  than  offset  by 
decreases  of  sales  and  margins  in 
other  more  mature  business  areas 
that  were  most  susceptible  to  the 
domestic  economic  slide. 

As  1971  came  to  a  close  and  1972 
began,  both  the  economic  and  the 
psychological  climate  began  to 
show  signs  of  improvement.  Late 
last  year  our  monthly  orders  began 
to  exceed  shipments  in  most  of  our 
product  lines,  a  reversal  of  the 
situation  which  was  the  pattern 
during  most  of  1971.  National 
economic  indicators  also  show 
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promise  that  recovery  is  underway, 
although  at  the  slowest  rate  of  any 
recession  recovery  since  1945. 
Government  spending  for  research, 
development,  and  materiel  appears 
to  have  bottomed  out  and  is  ex- 
pected to  rise  gradually  in  the 
months  ahead.  If  these  trends 
continue  as  now  generally  antici- 
pated, then  TRW  can  expect 
volume,  net  profit  and  earnings  per 
share  to  rise  during  1972.  However, 
the  first  quarter  is  likely  to  be 
relatively  weak,  particularly  in 
Europe,  and  is  not  expected  to  be 
typical  of  the  year  as  a  whole.  Im- 
provement in  economic  conditions, 
domestically  and  internationally, 
together  with  our  emerging  new 
products  and  services,  should  lead 
to  a  resumption  in  the  period  ahead 
of  the  steady  growth  pattern  we 
have  enjoyed   in   the   past  decade. 

It  is  important  to  note  that  our 
excellent  performance  in  1970,  our 
minimizing  the  decline  from  record 
results  during  '71,  and  the  recent 
increased  order  backlog  for  '72 
could  not  have  been  achieved  except 
for  the  above-average  skill  and 
dedication  of  all  of  our  employees. 
Progress  continues  to  be  made  or 
employee  relations  and  communitji 
affairs  with  unwavering  high  prior- 
ity, as  has  been  our  practice  foi 
many  years.  On  behalf  of  the  Board 
of  Directors,  I  wish  to  expresf 
appreciation  for  the  excellent  per- 
formance and  cooperation  demon 
strated  by  all  fellow  employees. 

FOR  THE  CHIEF 
EXECUTIVE  OFFICE:  I 


Horace  A.  Shepard 
Chairman  of  the  Board 
and  Chief  Executive  Officer 


TRW       a  diversified  high-technology  company  serving  worldwide  electronics,  automotive,  aerospace  and  industrial  markei 


71  annual  report 
perspective. 


ineteen  seventy-one  was  a  year  of 
2nge,  for  the  nation,  for  the  econ- 
ly,  and  for  TRW. 
Historically,  TRW  has  grown  by 
ticipating  change,  then  pioneering 
w  products  and  services  to  meet 
e  needs  of  emerging  markets.  This 
11  continue  in  1972  and  beyond. 
Included  among  TRW's  planning 
idelines  are  these  objectives: 
Build  upon  advanced  technology 
id    knowledge   of   our    primary 
arkets. 

Enter  new  markets  where  achieve- 
jnt  of  a  leadership  position  is 
alistic. 

Be  sensitive  to  social  as  well  as 
onomic  change. 

Search  beyond  our  own  country 
r  markets  and  technologies. 
Strict  adherence  to  these  major 
ijectives  has  contributed  to  our 
isiness  plan  and  developed  our  se- 
ated balance  of  markets,  products, 
rvices  and  customers. 


This  new  microelectronics  circuit 

for  auto  ignition  systems  is  one 

example  of  TRW's  electronics 

components  diversification. 


1971        SALES        1970 
$1,546  billion  $1,585  billion 

EARNINGS 

$67.3  million  $79.3  million 

EARNINGS  PER  SHARE 

$1.92  $2.40 


Retail  charge  authorization  systems  built 
by  TRW  seYve  over  400  U.S.  and 
Canadian  department  stores. 
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(Above)  TRW  soil  sampler  will  be  aboard 
the  Viking  spacecraft  to  be  soft-landed 
on  Mars  in  1976. 

(Below)  TRW  manufactures  engine  and 
chassis  parts  in  12  countries  and  markets 
replacement  parts  worldwide . 


mand  for  TRW  oilfield  equip- 
nt,  like  these  drilling  mud  pumps, 
lects  the  world's  increased  need  for 
"roleum  products. 


Using  its  advanced  computer  technology  and 
information  systems  capabilities,  TRW  de- 
signs and  builds  control  systems  for  power 
generation,  oil  production  and  pipeline 
distribution. 


For  TRW's  1971  annual  report,  write 

R.  A.  Newman,  Corporate  Relations, 

TRW  Inc., 

23555  Euclid, 

Cleveland,  O. 

44117. 
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The  Funds 


else  could  a  marital  bust-up  cost 
shareholders  so  much? 

A  Los  Angeles  judge,  with  a  bit 
of  gallows  humor,  signed  Sham- 
rock Fund  into  receivership  last 
St.  Patrick's  Day. 

"Mutual  fund  management  is  like 
playing  a  game  of  musical  chairs," 
says  Howard  Stone,  the  attorney 
who  first  alerted  the  SEC  to  Sham- 
rock's distress.  "When  you  have 
net  sales,  the  music  is  playing. 
When  you  get  net  redemptions, 
the  music  stops.  The  chair  you 
must  find  is  cash." 

For  small  funds,  the  root  of  all 
evil  is  performance.  To  become  a 


big  fund,  a  little  one  must  sell.  To 
sell,  the  fund  must  have  a  per- 
formance record.  Performance  pres- 
sure, however,  breeds  the  risky  in- 
vestments that  spell  disaster  when 
redemptions  roll  in.  "Any  system 
with  prime  emphasis  on  short-term 
performance,"  says  Chet  Needel- 
man,  research  director  of  $8-mil- 
lion  Paramount  Fund,  "carries  the 
seeds  of  its  own  destruction." 

Of  course,  there  are  doubtless 
many  honest  and  conservatively  in- 
vested small  mutual  funds.  The 
Paramount  Fund,  for  example,  is 
almost  entirely  in  blue  chips.  In 
disaster  year  1970,  Paramount  was 


the  best-performing  fund  in  the 
country.  Its  companion  $2-million 
Unifund  was  tops  in  1971.  Still, 
good  small  funds  that  haven't 
grown^  much  for  years  probably 
won't  ever  be  giants.  "The  defini- 
tion of  a  good  small  fund,"  notes 
attorney  Stone,  "is  a  big  fund." 

Given  the  risks,  should  an  in- 
vestor ever  invest  in  a  small  mu- 
tual fund?  Only  when  he  knows 
about  the  management.  "An  in- 
vestor should  check  on  the  back- 
ground and  the  ethics  of  manage- 
ment," says  Paramount's  Needel- 
man.  If  he  can't  do  that,  he  should 
steer  clear. 


For  the  Old-Fashioned  Investor  Only 


Remember  the  small  investor?  Not 
the  small  speculator,  but  the  inves- 
tor who  has  a  few  thousand  dollars 
in  the  market.  Perhaps  every  year 
he  would  like  to  invest  another 
couple  of  hundred  dollars.  Plus  re- 
invest dividends. 

Wall  Street  isn't  much  interested 
in  this  kind  of  business.  And  the 
high  brokerage  commissions  on 
small  transactions  make  it  an  ex- 
pensive way  of  investing.  So  this 
kind  of  investor  has  been  increas- 
ingly left  out  in  the  cold— until, 
that  is,  a  distinctly  non-Wall  Street 
firm  came  up  with  a  solution. 

The  bouquets  go  to  First  Na- 
tional City  Bank  and  its  dividend 
reinvestment  program.  The  program 
has  not  been  around  long— only 
since  1968.  But  in  those  few  years 
two  things  have  happened.  First, 
the  number  of  companies  partici- 
pating in  (or  committed  to)  the 
plan  have  jumped  from  five  to  58. 
Second,  the  FNCB  plan  has  been 


changed  so  that  the  shareholder 
who  wants  to  buy  still  more  stock 
through  FNCB  can  put  in  up  to 
$500  extra  per  month,  in  addition 
to  his  dividend  income.  Result:  con- 
siderable savings  in  commissions. 

The  dividend  reinvestment  pro- 
gram is  not  for  swingers  who  get 
sweaty  palms  if  they  hold  a  stock 
for  more  than  ten  days.  The  way  it 
works  is  this:  A  corporation  tells 
its  shareholders  they  can,  if  they 
wish,  automatically  reinvest  their 
dividends  in  additional  company 
stock.  The  dividends  of  stockhold- 
ers so  choosing  are  then  mailed  to 
FNCB,  which  uses  the  money  to 
buy  more  stock.  Last  quarter,  for 
example,  FNCB  got  a  quarterly 
dividend  check  from  AT&T  for  $10 
million,  which  it  used  to  buy  over 
200,000  shares  for  the  150,000 
AT&T  shareholders  who  are  in  the 
dividend  reinvestment  plan. 

Probably  tlie  biggest  advantage 
of    the    FNCB    program— Morgan 


Guaranty  and  Bankers  Trust  have 
similar  but  far  smaller  plans— is  that 
it  "forces"  investors  to  save  their 
dividends.  The  average  dividend 
check  for  investors  in  the  program 
is  $42,  which  many  might  blow  on 
a  dinner  out  or  a  piece  of  spring 
frou-frou.  Instead,  FNCB  reinvests 
it,  with  all  the  advantages  of  dollar- 
cost  averaging  plus  the  ability  to 
buy  fractional  shares. 

The  cost  savings  are  also  sub- 
stantial. An  investor  who  owns  100 
shares  of  a  $17  stock  that  pays  a 
quarterly  dividend  of  34  cents  could 
buy  two  shares  with  his  $34  divi- 
dend. Normal  brokerage  commis- 
sions would  make  that  cost  about 
$5.  Instead,  FNCB  would  charge 
a  5%  service  charge  of  $1.70  (up 
to  $2.50  maximum)  plus  a  block 
transaction  brokerage  fee  of  ap- 
proximately 1%,  or  34  cents.  That 
totals  $2.04.  The  reason  that  the 
FNCB  charge  is  always  lower  is 
that  it  buys  the  stocks  in  large 
blocks  at  low  negotiated  commis- 
sion rates  or  on  the  third  market. 

The  one  thing  missing  is  action. 


Old  Toy,  New  Package 

The  fund  of  funds  concept,  made 
liimous  by  Bernie  Cornfeld,  is  dis- 
credited these  days;  the  duo-fund 
cmiccpt  is  no  howling  success. 
Now,  along  comes  a  kind  of  real 
estate  fund  that  seems  to  com- 
l)ine  some  features  of  both.  Its 
manager  is  Robert  Birch,  36,  pres- 
ident and  treasurer  of  Boston's 
CPM  Trust  Managers,  Inc.,  a  sub- 
sidiary of  a  medium-sized  invest- 
ment management  outfit.  Is  Birch 
ignoring  the  le.s.soiis  of  the  past? 
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Birch  hopes  to  bring  out  a  new 
fund  called  REIT  Income  Fund. 
With  the  REIT  assets  swelling 
$5.5  billion  in  three  years  to  nearly 
$7  billion,  no  one  can  accuse  Birch 
of  being  out  of  fashion.  REIT  In- 
come Fund  will  invest  the  $35 
million  it  hopes  to  raise  in  at  least 
twenty  REITs.  Since  REITs  must 
pay  out  90%  or  more  of  their  earn- 
ings, the  fund  will  funnel  these 
dividends  along  to  its  shareholders. 

Like  Cornfeld's  Fund  of  Funds, 
REIT  Income  interposes  yet  an- 
other management  fee  (one-half  of 
l!f   annually)    between  the   share- 
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holder  and  his  investment.  Plus 
an  underwriting  fee  of  8%,  which 
takes  an  equivalent  bite  out  of  the 
capital  the  fund  has  to  work  with. 

Like  the  dual-purpose  funds, 
REIT  Income  Fund  will  issue  two 
classes  of  stock.  One— the  cumula- 
tive preferred  shares— will  get  all 
the  income  until  they  yield  a  fixed 
dividend  rate.  The  other— a  lever- 
aged common  share— will  get  what 
is  left  over.  Unlike  the  typical 
duo-fund  (where  one  set  of  share- 
holders receives  all  the  income  and 
the  other  set  all  the  capital  gains), 
both  groups  of  REIT  Income 
Fund's  shareholders  will  have  the 
same  objective— yield. 

As  it  is  presently  set  up,  the 
300,000  preferred  shares  are  en- 
titled to  their  return  before  the  2 
million  common  shares  get  a  nickel. 
Thus— assuming  a  preferred  coupon 
of  8.5%-ii  REIT  Income  Fund 
earns  SI. 4  million,  the  preferred 
shareholders  would  have  a  return 
of  SI. 28  million,  the  common 
SI25,000,  or  less  than  1%.  If  earn- 
ings went  up  to  S2  million,  the  pre- 
ferred would  still  eani  their  8.5%, 
but  the  common  would  collect 
$725,000,  or  3.61.  If  eaniiiigs  went 
down  to  SI  million,  the  preferred 
would  collect  SI  million,  or  about 
7%,  and  the  common  nothing.  Since 
the  preferred  dividends  are  cumu- 
lative, the  following  year  the  first 
10%,  or  SI. 5  million,  would  go  to 
the  preferred  shareholders. 

So  REIT  Income  Fund  does  dif- 
fer from  the  typical  duo-fund, 
where  the  capital  shareholders'  in- 
terest conflicts  with  that  of  the  in- 
come shareholders.  But  its  lever- 
age can  still  work  for— or  against— 
the  common  shareholders. 

The  double  management  fee— 
a  la  Fund  of  Funds— is  justified, 
says  Birch,  because  "unlike  a  Fund 
of  Funds,  we  are  buying  securities 
of  companies,  in  the  form  of  REITs, 
who  in  turn  invest  in  real  estate." 
The  REITs  get  their  fee  for  man- 
aging their  real  estate.  Birch  gets 
his  because  "hopefully,  we  will  be 
competently  analyzing  the  complex 
investments  of  each  REIT  we  buy." 

With  an  underwriting  fee  wiping 
8%  off  the  initial  value  of  each 
shareholder's  investment  and  a  one- 
half  of  1%  annual  management  fee, 
investors  will  be  paying  dearly  for 
that  expertise.  Will  they  get  their 
money's  worth?  The  record  for  sim- 
ilar projects  in  the  mutual  fund 
field  isn't  encouraging.   ■ 


Jfi,;  im  Mutual 
Fund  Guide 


«2.Daae  1act-1i"ed  book 


...used  by  investors,  brokers,  and  money 
managers  in  all  50  states  and  in  67  for- 
eign countries  and  now  available  to  you 
in  this  special  offer. 

FUND  PERFORMANCE  DATA 

Each  iund's  record  over  the  past  ten 
years  (or  life  of  the  fund  if  shorter)  is 
broken  down  year-by-year  to  show 
annual  fluctuations  in  assef  value,  in 
dividend  payments  and  in  capital  gain 
distributions.  For  each  fund  results  are 
shown  three  ways:  1)  assuming  all  dis- 
tributions taken  in  cash;  2)  assuming 
dividends  taken  in  cash,  capital  gains 
reinvested;  3)  assuming  all  distributions 
reinvested,  compounded. 

10-YEAR  RESULTS 

The  Guide  reveals  that  an  assumed 
$10,000  investment  in  the  period 
1/1/62-12/31/71  (with  all  distributions 
reinvested)  grew  to  an  average  value  of 
$18,640  for  all  mutual  funds.  However, 
individual  funds  showed  vast  differences: 
the  top  fund  grew  in  value  to  $39,295  — 
the  bottom  fund  declined  in  value  to 
$7,963.  FundScope  ranks  ALL  FUNDS  in 
order  of  performance. 

FUNDS  are  rated  for  performance  in 
both  rising  and  declining  markets,  and 
for  yield/income.  Of  468  mutual  funds, 
only  8  are  rated  above-average  for 
Growth -Income -Stability  combined, 
FundScope  names  the  8  funds. 

VITAL  FACTS  ON  FUNDS 

INCLUDES:  Year-end  data  on  Total 
Assets,  Under  Present  Management 
Since,  P/E  Ratios,  Funds  that  sell  short, 
Hedge,  Buy  Puts  &  Calls,  Use  Leverage, 
Invest  in  Restricted  Securities,  Portfolio 
Turnover  Rates,  Group  Volatility,  Sales 
Commission  Breakdown,  Keogh  Plan, 
Portfolio  Distribution,  Management  Fee, 
etc.,  lor  each  iund  &  much  more  plus: 

VALUABLE  GENERAL  DATA 

INCLUDES:  MUTUAL  FUND  DIREC- 
TORY: Fund  NAME  CHANGES,  and  fund 
names,  addresses,  and  telephone  num- 
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Blyth  &  Co.,  Inc. 
Drexel  Firestone 
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Goldman,  Sachs  &  Co. 
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Kidder,  Peabody  &  Co.  Kuhn,  Loeb  &  Co. 

Incorporated 

Loeb,  Rhoades  &  Co.        Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 
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MARKET  COMMENT 

By  L  O.  Hooper 


Performance  Thinking 


In  a  period  of  rapid  inflation,  as  I 
have  said  so  many  times,  there  is  more 
speculation  than  investment.  The  ma- 
jor cause  of  inflation,  of  course,  is 
federal  government  deficits.  For  the 
five  years  to  end  on  June  30,  1973 
the  present  projection  is  for  a  national 
debt  increase  of  34%.  The  exactness 
of  the  34%  figure  is  yet  to  be  deter- 
mined, but  in  any  event  the  rate  of 
debt  increase  will  be  larger  than  for 
the  preceding  period.  In  spite  of  all 
the  talk  about  "controlling  inflation," 
inflation  is  speeding  up.  This  must  be 
evident  to  housewives  who  experi- 
enced a  24%  increase  in  food  prices 
in  February  alone.  More  inflation 
means  more  speculation  and  less  abil- 
ity to  take  the  risks  out  of  investment. 

Consequently,  modern  money  man- 
agers have  been  seeking  principal 
performance  rather  than  income.  They 
have  regarded,  and  still  regard,  the 
old  concept  of  "safety"  as  a  will-o'  -the- 
wisp.  Past  history  and  long-accepted 
prudent  principles  usually  are  looked 
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upon  as  nothing  but  "the  bunk,"  and 
are  always  secondary  to  projections, 
which  admittedly  are  subject  to  a 
margin  of  error.  Money  managers  to- 
day pay  much  more  attention  to  "con- 
cepts" than  to  those  principles  which 
two  decades  ago  were  called  the 
"prudent  man  rule." 

This  has  led  to  a  new  selectivity 
which  stands  out  everywhere  in  the 
stock  market.  This  puts  high  premi- 
ums on  "growth,"  both  actual  and 
hoped-for,  and  it  makes  stability  or 
historic  dependability  sell  at  a  dis- 
count. Established  growth  in  earnings 
year  after  year  is  the  new  measure  of 
"a  high-grade  investment."  This  makes 
stocks  which  have  such  a  record  sell 
at  a  high  price/ earnings  ratio.  Good 
examples  are  Avon  Products  (117), 
American  Express  (139  before  3-for- 
1  split),  Xerox  (140),  Coca-Cola 
(125)  and  Johnson  &  Johnson  (112). 
On  the  other  hand,  the  rails,  such  as 
Norfolk  &  Western  (82),  Chesapeake 
&  Ohio  (53)  and  Burlington  Northern 
(46),  the  international  oils  (where 
earnings  right  now  are  not  vigorous), 


and  the  electric  utilities  (many  of 
which  offer  a  generous  dividend  re- 
turn) sell  at  comparatively  low  prices 
in  relation  to  per-share  earnings  and 
are  unpopular.  It's  no  use  to  debate 
with  this  performance  selectivity.  It 
exists,  and  as  the  general  market  im- 
proves, this  type  of  selectivity  always 
seems  to  become  more  emphatic. 

To  carry  the  trend  a  little  further, 
the  quest  for  performance  tends  to 
slop  over  into  unseasoned  new  issues 
and  even  into  the  junk.  A  new  issue 
does  not  need  to  represent  the  equity 
in  a  long-established  prosperous  com- 
pany to  be  popular.  So  long  as  there 
is  "a  good  story,"  and  some  "perfor- 
mance," there's  no  prejudice  against 
the  unseasoned  and  the  unknown. 
In  all  these  things  the  trend  in  earn- 
ings is  more  important  than  absolute 
earnings.  Thirty  times,  40  times,  50 
times,  or  even  70  times  earnings  does 
not  worry  anyone  if  there  is  the  trend 
and  the  performance. 

This  performance  syndrome  is  what 
caused  the  broad-based  stock  market 
averages  to  behave  so  much  better 
than  the  Dow  Jones  industrials  (large- 
ly blue  chips  and  big  established  com- 
panies) during  the  first  three  months 
of  this  year.  It  also  is  what  has 
caused  the  DJI  to  act  so  much  better 
than  "the  market"  in  the  correction 
which  started  early  in  March.  The 
performance  issues  were  more  ex- 
ploited than  the  blue  chips,  so  they 
were  the  more  vulnerable.  The  "good 
stocks"  had  not  gone  up  so  much,  so 


FORBES,  APRIL   15,    1972 


89 


Receive 
3  months  of 
Value  Line 
for  $25. 


ILLUSTRATED^ 
ABOVE 


If  no  member  of  your  household 
has  had  a  subscription  to  Value  Line 
in  the  past  two  years,  you  may . . . 

get  this  l800-page 
Investors  Reference  Service  ( 
at  no  extra  cost  under  this 
special  introductory  trial  offer. 

For  only  $25,  about  half  the  regular  $49  quarterly  rate,  you'll  receive  all  the 
new  full-page  reports  to  be  Issued  In  the  next  three  months  on  the  more  than 
1400  stocks  and  67  industries  regularly  monitored  by  The  Value  Line 
Investment  Survey. 

These  new  reports  will  update  and  replace  the  complete  set  of  reports 
on  all  1400  stocks  in  67  industries  already  filed  and  indexed  in  the  Investors 
Reference  Service  binders  which  you  will  have  received  as  a  bonus. 
Filing  takes  less  than  a  minute  a  week. 

In  effect,  you  will  receive  six  months  of  Value  Line  service  for  only  $25— 
the  latest  three  months  and  the  next  three  months.  (The  regular  annual 
rate  is  $189), 

This  special  introductory  trial  is  offered  to  new  subscribers  only  because  a 
large  percentage  of  those  who  once  try  Value  Line  for  three  months  elect  to 
continue  as  full  term  subscribers  at  standard  rates.  The  increase  in  circulation 
thus  effected  enables  us  to  provide  a  comprehensive  investment  survey 
to  existing  subscribers  at  a  much  lower  fee  than  w/ould  be  required  with  a 
smaller  circulation. 

You'll  find  it  convenient  to  have  the  Investors  Reference  Service  at  your 
fingertips  whenever  you  need  facts  and  figures,  as  well  as  Value  Line's 
projected  performance  ratings,  on  more  than  1400  widely-held  stocks  in 
67  industries. 

You'll  also  get  analyses  and  forecasts  of  the  national  economy  and  the 
stock  market . . .  guidance  on  current  investment  policy . . .  plus  Value  Line's 
"Especially  Recommended  Stock  of  the  Week"  and  the  monthly 
"Special  Situation." 

To  take  advantage  of  this  special  introductory  offer  and  to  receive  the 
Investors  Reference  Service  as  a  bonus  in  addition  and  without  extra  charge, 
simply  fill  in  and  mail  the  coupon  below. 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St.,  New  York,  N.Y.  10017 
LI  Begin  my  13  week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 

special  money-saving  rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 

The  Investors  Re'erence  Service.  I  have  enclosed  my  $25  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  any  subscriber 
:  I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference  Service 

forS189. 

If  dissatisfied  for  any  reason,  I  may  return  the  material  within  30  days  and  my  money 

will  be  refunded. 
n  Payment  signature 

enclosed 


1633 


n  Bill  me  for  $189. 
N.Y.  residents  please 
add  applicable  sales 
%      tax. 


NAME  (please  print) 


ADDRESS 


CITY 


STATE 


ZIP 


^         ^^  ^^        (No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent.)  ^ 


they  did  not  have  to  come  back  so 
much.  When  the  market  gets  going 
again,  the  performance  stocks  will 
again  do  better  than  the  market. 
That's  because  people  are  speculat- 
ing more  and  investing  less— inevitable 
in  an  inflationary  environment. 

A  "Concept"  Company 

lit  the  previous  issue,  I  mentioned 
Kerr-McGee  (50)  as  an  interesting 
stock,  citing  the  company's  position  in 
uranium  as  one  of  the  reasons  to  buy 
it.  After  a  long  resting  period,  urani- 
um is  coming  back  into  its  own. 
More  and  more  electric  utilities  are 
building  nuclear  plants  or  planning 
to  build  them.  It  now  develops  that 
EGirG  Inc.  (25)  apparently  did  a 
good  job  for  Austral  Oil  (33)  in  the 
Rulison  Project  through  a  nuclear  ex- 
plosion to  loosen  natural  gas  deposits, 
and  another  big  project  of  a  similar 
nature  is  pending.  The  annual  report 
of  EG&G  revealed  a  nice  increase 
in  earnings,  a  strong  financial  posi- 
tion and  participation  in  numerous 
high  technology  areas.  I  like  EG&G  as 
a  logical  speculation.  It  is  a  concept 
company.  I  don't  understand  half  of 
what  they  are  doing,  and  I  suspect 
that's  good  in  itself. 

An  annual  report  which  has  in- 
trigued me  is  that  of  American  Ex- 
press (139).  Gross  at  $1.5  bilHon 
last  year  was  up  12.7%,  and  net  at 
$102.8  million  ($4.31  a  share)  was 
up  20.6%.  Per-share  net  has  been 
progressively  higher  for  eight  con- 
secutive years,  up  from  only  $1  a 
share  in  1964.  There's  real  money  in 
having  $881  million  of  travellers 
checks  and  letters  of  credit  outstand- 
ing. AEX  gets  paid  when  it  sells  the 
checks  and  has  the  use  of  much  of 
the  money.  The  company's  travel  ser- 
vices, its  life  insurance  and  its  securi- 
ties business  give  it  some  diversifica- 
tion. It  is  perhaps  the  one  greatest 
"service"  enterprise. 

The  poor  behavior  of  the  interna- 
tional oils  deserves  comment  because 
this  column  has  so  often  been  reas- 
suring about  them.  The  article  in  the 
Mar.  15  Forbes,  "Oil— Negotiating  at 
the  Point  of  a  Gun,"  outlined  the 
most  important  negative  factor.  Un- 
seasonable warm  uanter  weather, 
both  in  America  and  Europe,  also  has 
hurt  by  reducing  earnings  from  fuel 
oil.  In  any  event,  there  has  been  a 
flood  of  institutional  selling,  much 
of  it  coming  out  of  Boston. 

I  think  the  market  has  been  in  a 
consolidation  phase  since  early  March. 
There  should  be  support  in  the  DJI 
at  around  900  or  a  little  lower,  and 
there  is  a  big  overhead  supply  of 
shares  at  around  950  to  1000.  I  think 
it  will  take  a  long  time  to  wade 
through  the  950-1000  supply  area.  ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


A  Good  Beginning 


Altholch  none  of  us  will  ever  be 
entirely  satisfied  with  the  way  things 
have  been  going,  the  results  for  the 
first  quarter  of  this  year  leave  little  to 
be  desired,  at  least  as  far  as  the  in- 
vestor is  concerned.  Stock  prices,  us- 
ing the  S&P  500  as  a  yardstick, 
reached  a  new  all-time  high  last 
month  and  wound  up  the  first  quarter 
with  a  net  gain  of  4.9^.  This  is  a  mod- 
est pace,  but  I  prefer  it  that  way.  It 
extends  the  bull's  life  expectancy  if  he 
doesn't  overexert  himself. 

The  stock  market  outlook  for  the 
second  quarter  is  distinctly  favorable. 
For  general  economic  (and  political) 
reasons,  the  Federal  Reserve  is  seeing 
to  it  that  the  money  supply  is  just  a 
little  more  than  adequate.  Although 
short-term  money  rates  have  moved 
up  a  bit,  there  is  no  shortage  of  the 
funds  that  are  the  lifeblood  of  a 
healthy  stock  market.  On  the  funda- 
mental side,  we  can  expect  to  see 
some  ver\'  good  corporate  earnings 
reports  coming  out  in  the  weeks 
ahead.  Basic  economic  statistics,  too, 
are  likely  to  show  continuing  gradual 
progress.  After  all,  it  was  planned 
that  way,  and  come  November  the 
economy  should  be  in  full  bloom.  Un- 
less something  goes  awfully  wrong— 
and  I  don't  know  what  it  might  be— 
we  have  a  good  bull  market  scenario, 
at  least  through  the  second  quarter. 

Political  Economics 

President  Nixon  always  had  mis- 
givings about  the  effectiveness  of 
wage  and  price  controls.  That  is  why 
it  was  with  utmost  reluctance  that 
he  followed  the  public  clamor  to  do 
something  about  inflation  and  an- 
nounced a  90-day  freeze  on  Aug. 
15  of  last  year.  What  was  done  at 
the  time  was  that  the  Administration 
screwed  a  tight  lid  on  the  pressure 
cooker  while  simultaneously  turning 
up  the  gas.  The  pressure  has  been 
building  up  ever  since,  and  Phase  2 
is  bound  to  become  increasingly  in- 
efi^ective.  Controls  are  no  way  to  curb 
inflation  in  times  of  peace.  Eventually 
it  will  become  unavoidable  to  resort 
to  more  appropriate  measures— but 
that  will  come  after  the  election.  The 
only  area  where  Phase  2  can  claim 
100%  compliance  is  the  restriction  on 
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dividend  increases,  and  that  only  be- 
cause no  one  really  gives  a  damn. 

The  meteoric  rise  in  food  prices  is 
a  source  of  embarrassment  to  the  Ad- 
ministration. This  is  where  the  pres- 
sure cooker  has  blown  off  the  lid.  It 
has  given  organized  labor  a  seeming- 
ly valid  excuse  to  walk  out  and,  in 
eftect,  sabotage  the  Price  Board's 
futile  endeavors.  Accusing  the  super- 
market chains  of  profiteering,  as  the 
President  did,  is  a  little  unrealistic, 
to  put  it  mildly.  This  industry  is  so 
highly  competitive  that  only  the  very 
best-managed  companies  are  able  to 
earn  a  half-way  decent  profit  margin. 
Just  look  at  the  way  the  Great  A&P 
is  struggling. 

The  President's  blast  had  one 
salutary  eftect,  however.  It  knocked 
down  the  prices  of  food  chain  stocks, 
and  while  this  hurts  their  shareholders 
temporarily,  it  gave  the  would-be  in- 
vestor a  chance  to  buy  some  stocks  at 
a  substantially  reduced  level.  Winn- 
Dixie,  for  example,  which  had  just 
made  a  new  all-time  high  at  57/8, 
dropped  precipitously  to  under  50.  I 
have  written  about  Winn-Dixie  be- 
fore (Forbes,  Oct.  15,  1970),  stress- 
ing not  only  its  remarkable  growth- 
other  chains  are  growing,  too— but  its 
well-above-average  profitability. 

There  are  a  few  other  factors  which 
give  this  southern  supermarket  chain 
distinction.  For  example,  how  many 
major  companies  can  boast  of  28  con- 
secutive dividend  increases?  The  pres- 
ent annual  rate  is  $1.74;  it  will  prob- 
ably be  raised  to  around  $1.80  be- 
fore long  since  current  earnings  are 
excellent,  with  a  record  net  income  of 
$3  a  share  for  the  fiscal  year  ending 
June  24,  1972  a  strong  probability. 
Earnings  for  the  two  preceding  fis- 
cal years  were  $2.60  and  $2.18.  Winn- 
Dixie  is  one  of  the  very  few  compa- 
nies which  pay  dividends  monthly 
(Wrigley  is  another),  and  its  share- 
holders seem  to  enjoy  that.  There  is 
one  more  aspect  to  Winn-Dixie  which 
I  particularly  like:  Apparently  not  a 
single  mutual  fund  owns  a  share  of 
this  stock,  and  what  they  don't  have 
they  can't  sell. 

.  International  Tel.  6-  Tel.  is  in  the 
doghouse.  As  a  stockholder,  I  would 
expect  and  demand  that  management 
do  its  utmost  to  protect  my  interests. 
I  believe  that  management  not  only 
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/-  ••  ^        or, 

yon  might  find 

whatybu're  looking  for 

by  simply  starting  at- 
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has  the  right  but  the  duty  to  negoti- 
ate a  consent  agreement  with  Depart- 
ment of  Justice  officials  rather  than 
submit  to  being  a  guinea  pig  for  test- 
ing certain  antitrust  theories  of  un- 
proven  legality.  With  regard  to  the 
Sheraton  contribution  to  the  San' 
Diego  Republican  Convention,  I  sim- 
ply cannot  imagine  a)  that  this  could 
possibly  have  swayed  the  attitude  of 
the  Justice  Department  people,  or  b) 
that  Geneen's  staff  could  be  that  naive, 
if  not  stupid. 

ITT  as  a  stock  is  not  everybody's 
cup  of  tea.  So  far  this  multibilBon  dol- 
lar, global  conglomerate  has  fulfilled 
the  ambitious  projections  of  its  guid- 
ing spirit  without  fail  and  with  room 
to  spare.  At  its  present  reduced  price 
of  56,  the  stock  is  faiily  priced  in 
relation  to  last  year's  earnings  of  $3.45 
a  share  and  the  promise  of  better 
things  to  come  in  1972.  However,  no 
outsider  can  judge  how  much  of  the 
impressive  annual  earnings  gains  is 
attributable  to  internal  giowth,  or 
whether  constant  acquisitions  have 
been  the  major  factor.  Conglomerate 
bookkeeping  is  impenetrable.  Person- 
ally, I  consider  ITT  attractive  as  a 
speculation,  but  unsuitable  as  an  in- 
vestment. A  buyer  of  this  stock  should 
also  be  aware  that  probably  no  one 
but  Harold  Geneen  could  keep  that 
many  irons  in  the  fire  without  getting 
badly  burned.  So  far,  the  company 
has  only  gotten  singed  a  bit. 

Worth  the  Price 

Airline  stocks  have  been  giving  a 
stellar  perfoiTnance  for  some  time  in 
anticipation  of  a  major  profit  turn- 
aroimd  this  year.  Much  of  the  im- 
provement may  have  been  discounted 
already,  and  while  the  market  poten- 
tial probably  has  not  been  exhausted, 
the  risk-reward  ratio  certainly  has  de- 
teriorated. Latecomers  who  want  to 
buy  an  airline  stock  should  consider 
Western  Air  Lines,  presently  selling 
around  41.  It  is  not  that  Western  is 
inherently  cheaper,  but  it  has  the  plus 
of  being  coveted  by  several  others, 
particularly  American  Airlines. 

In  its  merger  offer,  American  pro- 
poses to  give  1.3  shares  of  its  own 
stock  (worth  $60)  for  each  share  of 
Western.  The  CAB  examiner  has  rec- 
ommended against  the  merger,  and  it's 
conjectural  how  the  Board  will  rule 
and  what  the  President  will  have  to 
say  about  it.  However,  if  this  merger 
with  American  should  be  disapproved, 
there  are  several  others  waiting  in  the 
wings  with  their  own  merger  pro- 
posals. Meanwhile,  Western  Air 
Lines  stands  quite  solidly  on  its  own 
feet,  and  the  stock,  ex  engagement 
and  eventual  marriage,  is  well  worth 
its  present  price.  Needless  to  say,  this 
is  a  speculative  stock.  ■ 
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We  invite  you  to  share  in  celebrating  United's 

5  Special  Reports  including  United's  Buy-Hold-Sell  advice 
Plus  a  4-issue  Guest  Subscription  to  United  Reports 

5  Special  Situations 

Profit  potential  and  risk  appraised 

A  "Special  Situation"  can  be  one  of  many  things  —  a  take-over  candidate,  for 
example,  or  a  company  under  new  management  about  to  move  in  new  and  more 
profitable  directions.  It  can  also  develop  as  a  result  of  a  research  breakthrough  —  e.g., 
a  highly  promising  product  introduction  or  new  manufacturing  process.  And  some 
situations  have  special  appeal  simply  because  of  market  neglect  —  down-and-out 
stocks  with  good  turnaround  prospects  that  few  have  recognized. 

United  selects  five  stocks  which  we  believe  qualify  as  "Special  Situations"  and 
appear  attractive  for  purchase  now.  In  general,  these  are  issues  whose  future 
performance  should  be  governed  more  by  internal  developments  than  by  the  action  of  the 
overall  market.  In  our  opinion,  all  offer  you  the  opportunity  for  worthwhile  gains. 

18  Conglomerates 

Facts,  Figures  and  Analysis 


24  Active 

Weil-Known  Stocks 

Am  Tel  &  Tel        Gen  Motors    Pan  Am  Air 
Boise  Cascade   Goodyear       RCA 
Braniff  Air            Greyfiound     Sony  Corp 
Chrysler               Gulf  Oil           Sperry  Rand 
Eastern  Air          Infl  Nickel      Standard  Oil  (NJ) 
Fed  Nat  Mfg        NCR                Telex  Corp 
Ford                     Natomas        Texaco 
Gen  Elec             Occid  Petr     Texas  Gulf  Sui 

37  Split  Candidates 

Stock  splits  are  happening  with 
increasing  frequency  now.  And  since  we 
believe  both  earnings  and  stock  prices  are 
likely  to  chart  an  upward  course  this  year, 
the  pace  should  continue  to  quicken,  Fronn 
our  special  ly-selected  list  of  37  split 
candidates,  we  favor  5  for  buying  now. 


AIco  Std 
A-T-0,  Inc. 
Avco 
City  Inv 
Colt  Ind 
Consol  Fds 


Gulf  &  West 
Ind  Head 
ITT 

Kidde  (W) 
Lear  Sieg 
Litton 


Ogden 
Stud  Worth 
Teledyne 
Tenneco 
Textron 
U.S.  Ind 


7  Low-Priced  Stocks 

We  have  picked  a  group  we  feel  has  a 
good  chance  to  go  higher.  They  are  mostly 
speculative,  thus  volatile,  but  our  belief 
is  that  the  risk  is  well-matched  by  the 
profit  opportunities.  However,  we  prefer  you 
spread  your  risk  by  choosing  several  of 
these  low-priced  issues. 


Plus  a  4-week  subscription  to  United  Reports 


•  Stock  Market  Analysis  and 
specific  recommendations 

•  General  Business  Forecast 


The  Supervised   List 

Buying  advices  of  other  services 

Bonds  and  Preferred  Stocks 


•  stocks  to  sell  or  avoid 

•  New  product  studies 

•  Views  of  leading  authorities 
,  .  .  and  much  more 
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ssue  subscription  to  United  Reports  alone  is  $7  —  this  entire  package  only 

MAIL  THE  POSTAGE  AIRMAIL  CARD  TODAY!  SEND  NO  MONEY  ...  WE  WILL  BILL  YOU 


/UNITED 

Business(3  Investment  Service 

210    NEWBURY    STREET.    BOSTON,     MASSACHUSETTS    02116 

If  ttie  card  has-already  been  removed,  simply  drop  us  a  postcard  at  Dept,  FM-21 
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TO  THE  INVESTOR  SEEKING 

Undervalued 


ftWarrants 


Every  weekjhe  Value  Line  Convertible  Survey 
presents  comprehensive  statistical  evalua- 
tions of  700  convertibles  and  warrants  (to- 
gether with  their  underlying  common  stocks) 
and  specifically  pinpoints . . . 

20  ISSUES  NOW 
RECOMMENDED 

. . .  five  issues  each  m  four  different  profit-vs- 
risk  categories.  See  for  yourself  how  carefully 
selected  undervalued  convertibles  and  war- 
rants may  offer  greater  profit  potential  or 
lower  risk  or  higher  income  than  their  under- 
lying common  stocks.  Receive  3  months  (12 
issues)  ofThe  Convertible  Survey  for  only  $25 
-plus  a  132-page  BONUS  manual,  "More 
Profit  and  Less  Risk— Convertible  Securities 
and  Warrants"  (sold  separately  for  $12).  Full 
money-back  guarantee— if  not  satisfied  just 
return  the  material  within  30  days  for  a 
prompt  refund  of  your  fee.  This  offer  is  avail- 
able only  once  to  any  investor.  To  take  ad- 
vantage, send  $25,  with  your  name,  address, 
and  zip  code  together  with  this  ad  tO: 

■F  The  Value  Line 
•^Convertible  Survey 

5E.44thSt.,N.Y.C.  10017 

.  Dept.  MA16  ""■'''„";:^';„::r'""'' 

^^         (This  subscription  will  not  be  assigned)       ^ 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


Long-Term  Bulls,  Short-Term  Bears 


Early  last  month,  the  Dow  Jones  in- 
dustrials' advance  came  close  to  dup- 
licating the  1971  high  in  the  950- 
960  zone,  roughly  5%  under  the  1966- 
68  peaks  near  1000.  At  the  same  time, 
the  broader-based  industrial  stock 
price  indices  computed  by  Standard 
&  Poor's  and  by  the  NYSE  succeeded 
in  posting  new  all-time  highs  (above 
the  1968  tops)  by  small  margins.  For 
technically  oriented  "constructionists" 
who  insist  on  being  blind  to  every 
price  index  but  the  Dow,  this  prob- 
ably meant  that  the  bull  market  from 
the  May  1970  lows  had  yet  to  be  de- 
cisively reaffirmed.  For  those  willing 
to  look  at  the  less  popular  but  far 
more  broadly  representative  indices,  it 
could  have  meant  that  industrial  stock 
prices— the  market's  bulk— had,  on  av- 
erage, reached  record-high  levels.  In 
other  words,  the  continuing  existence 
of  a  very  long-term  uptrend  dating 
from  1949  had  been  verified  for  the 
first  time  since  November  1968. 

Neither  conclusion  would,  in  my 
opinion,  square  with  real-life  experi- 
ence. On  the  one  hand,  it  seems  clear 
enough  that  the  30-stock  Dow  has 
been  lagging  substantially  behind  the 
market  at  large;  on  the  other,  that 
the  "average"  industrial  stock  has  yet 
to  reach  new  all-time  highs,  though 
it  very  probably  has  advanced  to  a 
new  high,  above  that  posted  in  April 
1971,  in  a  bull  market  that  began  al- 
most two  years  ago.  To  put  it  differ- 
ently, I  think  it's  fair  to  argue  that 
this  bull  market  was  effectively  re- 
affirmed early  last  month,  regardless 
of  what  the  Dow  says,  but  that 
huzzahs  over  a  "real"  new  all-time 
stock  market  high  are  premature,  not- 
withstanding the  performance  of  the 
broad-based  industrial  prices  indices. 

Nevertheless,  I  am  confident  that, 
given  time,  such  a  high  will  materi- 
alize—even for  the  Dow— because  the 
basic  prerequisites  are  either  present 
or  almost  inevitably  in  the  making: 
ample  money  and  credit  to  provide 
technical  strength  for  the  market,  and 
rising  corporate  profits  to  provide  the 
incentive  for  buying  stocks. 

I'd  be  less  sanguine  if  it  seemed 
necessary  to  expect  that  the  uptrend 
in  earnings  will  peak  this  year.  But 
there  is   a   growing  body  of  opinion 

Mr    SchuIz  is  a  partner  in  the  New  York  Stock  Ex- 
change   firm    of    Abraham    &    Co. 


among  thoughtful  analysts  that  the 
economy's  recovery  has  lately  been 
building  up  to  a  momentum  which 
should  keep  things  humming  well  in- 
to, perhaps  even  throughout,  1973. 
More  and  more,  these  economists  look 
for  a  year-to-year  gain  approximating 
20%  in  1972,  aftertax  corporate  profits, 
and  for  another  boost  of  10%  or  bet- 
ter, after  allotvance  for  higher  taxes, 
next  year.  Such  gains  would  place  the 
1972  total  at  about  $57  billion  and 
the  1973  total  at  or  over  $63  billion- 
new  all-time  highs  some  11.5%  and 
26%,  respectively,  above  the  previous 
historic  peak  (1966)  for  corporate 
earnings.  What's  more,  it  looks  as 
though  these  increments  will  come  in 
an  unbroken  quarter-to-quarter  pro- 
gression this  year  and  possibly  also 
well  into  1973. 

High  Hopes 

With  expectations  of  this  sort  shap- 
ing up— and  expectations  count  heavi- 
ly in  the  stock  market— I  simply  can't 
see  why  the  "average"  industrial  stock 
should  not  go  to  new  all-time  highs, 
let  alone  why  the  current  bull  mar- 
ket should  come  to  an  early  end.  For 
the  Dow,  comparable  percentage  im- 
provements would  mean  earnings 
around  $66  "per  share"  this  year  and 
around  $73  next  vear,  compared  with 
the  1968  record 'of  $57.89;  for  the 
Standard  &  Poor's  industrials,  perhaps 
$7.25  and  $8,  against  $6.16  in  1968. 
Actual  results  anywhere  near  these 
numbers  would  amount  to  a  wide  up- 
side breakout  that  should  induce  a 
similar  breakout  in  stock  prices. 

Given  these  "basics,"  it  was  easy  to 
understand  why  numerous  stock 
market  commentators  and  institution- 
al portfolio  managers,  whose  opinions 
were  continuously  publicized  in  the 
financial  press,  last  month  almost  to  a 
man  expected  prices  to  advance  over 
the  longer  pull.  But  I  thought  it  in- 
triguing that  nearly  all  of  them  seemed 
to  think  the  market  was  due  for  a 
5%-10%  reaction  before  the  bull  mar- 
ket could  resume.  It's  rare  for  an  ap- 
parent majority  of  long-term  bulls  to 
be  also  short-term  bears— and  to  have 
their  caution  pay  off. 

Investors  who  adopt  this  stance  usu- 
ally have  reserves  of  buying  power, 
perhaps  more  than  they  think  they 
should  be  carrying,  which  they  would 
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rather  put  to  work  at  lower  than  at 
higher  prices.  \\'ho  wouldn't,  in  a  bull 
market?  If  many  of  them  were  in  this 
position,  as  seemed  to  be  the  case,  the 
market  was  technically  much  stron- 
ger than  they  might  have  wished  or 
suspected.  Thus  the  reaction  from  the 
early  March  highs  could  well  remain 
limited  to  less  than  5%.  As  for  a  10% 
setback,  why  should  the  Dow  retreat 
to  around  860  and  a  multiple  not 
much  over  13  times  this  year's  possible 
earnings  (likely  to  be  bettered  next 
year)?  To  my  mind,  it  would  make 
more  sense  to  argue  that  the  market 
will  have  to  move  higher  before  it  has 
room  for  a  10%  reaction. 

Plenty  in  the  Pipeline 

\or  did  some  of  the  popular  rea- 
sons for  e.xpecting  a  "worthwhile"  re- 
action impress  me  as  very  cogent.  For 
e.\ample,  many  investors  seemed  cer- 
tain that  the  rise  in  short-term  inter- 
est rates  from  February's  extraordi- 
narily low  levels  meant  Federal  Re- 
serve monetary  policy  had  shifted 
back  to  "tight  money. "  True,  indica- 
tions are  the  Fed  stopped  promoting 
"aggressive  ease"  in  money  market 
conditions  last  montli  and  is  now  on  a 
course  of  what  might  be  called  "sub- 
dued ease,"  a  far  cry  from  tight  money. 

But  it  is  also  true  that  the  earlier 
policy  has  put  enough,  perhaps  more 
than  enough,  money  and  credit  into 
the  pipeline  to  support  the  economy's 
accelerating  recovery,  which  is  precise- 
ly what  the  Fed  had  publicly  com- 
mitted itself  to  do.  The  money  sup- 
ply seems  bound  to  keep  expanding 
nicely  (though  it  may  soon  cease  to 
grow  at  its  seemingly  excessive  recent 
rate)  and  the  banking  system  is  awash 
with  potentially  lendable  funds.  Be- 
sides, short-term  interest  rates  have 
typically  risen  in  each  cyclical  business 
recovery  since  World  War  II  without 
seriously  impeding  a  bull  market  in 
stock  prices  for  many  months,  some- 
times several  years.  In  any  case,  there 
are  reasons  to  think  that  short-term 
rates  have  already  staged  the  bulk  of 
their  likely  advance. 

There  was  also  much  concern  over 
reports  that  redemptions  of  mutual 
fund  shares  again  exceeded  new-share 
sales  in  February  and  that  the  funds 
sold  portfolio  stockholdings  totaling, 
on  balance,  $330  million  in  the  three 
months  through  February.  It  seems 
vmlikely  that  the  funds  can  make  any 
significant  contribution  to  institutional 
net  stock  buying  for  quite  some  time. 
But  the  hole  thus  left  in  the  market's 
demand  side  has  been  more  than  filled 
by  margin-account  investors,  whose 
aggregate  potential  buying  power 
grew  in  recent  months  by  some  $4.5 
biUion,  $1  billion  more  than  the  funds* 
entire  collective  cash  reserve.  ■ 


The  International  Monetary 

AAarket:  a  major  step  toward 

stability  in  world  trade. 


"Nothing  else  in  the  world  is  so  powerful 
as  an  idea  whose  time  has  come." 

Victor  Hugo 


"There  is  today  a  major  need  for  a  broad,  widely  based, 
active  and  resilient  futures  market  in  currency." 

Prof.  Milton  Friedman 


You're  a  multi-national  electronics  corporation. 
You've  just  made  a  $10  million  sale  overseas. 
Your  profit  on  the  deal  is  S300,000. 
You  could  wind  up  losing  $150,(M)0. 

You're  a  multi-national  oil  company. 

You've  just  made  a  $10  million  purchase  overseas. 

You  could  wind  up  paying  $10,450,000. 

You're  a  pretty  sophisticated  speculator. 
You  keep  your  eye  on  the  exchange  rates. 
You  think  the  Deulschemark  is  undervalued. 
Now  you  can  do  something  about  it. 


Of  course,  the  speculator  could 
lose  much  of  his  risk  capital.  The 
electronics  corporation  could  wind  up 
with  a  windfall  profit  of  $750,000. 
The  oil  company  could  pay  as  little  as 
$9,550,000  for  its  purchase. 

The  difference  is  this:  of  the 
three  examples  cited,  only  the 
speculator  wants  that  kind  of 
risk.  A  major  corporation  does 
not.  The  recent  agreement  to 
let   currencies  vary   2.25% 
above  or  below  official  parity 
has  put  many  international  com- 
panies in  a  business  they  don't  want 
to  be  in — currency  speculation.  Changes 
in  currency  values  interfere  with  the 
conduct  of  day-to-day  business  and  are 
even  more  disruptive  of  long-range 
planning  and  pricing. 

Speculators— the  shock  absorbers  of 
futures  transactions — have  been 
unable  (though  certainly  not  unwilling) 
to  participate.  As  Professor  Milton 
Friedman  has  said:  "The  market  needs 
speculators  who  are  willing  to  take 
open  positions  as  well  as  hedges. 
The  latger  the  volume  of  speculative 
activity,  the  better  the  market  and  the 
easier  it  will  be  for  persons  involved 
in  foreign  trade  and  investment  to 
hedge  at  low  costs." 

There  is  little  doubt  that  substantial 
numbers  of  speculators  will  be  drawn 
to  currency  futures.  (If  a  city-dweller,     ' 


for  example,  is  willing  to  take  the  time 
to  study  pig  crop  reports  and  various 
other  factors  affecting  frozen  pork  belly 
futures,  it  seems  more  than  likely  that 
he  would  find  a  study  of  the  ultimate 
commodity — money— at  least  as 
familiar  and  understandable.) 

In  the  interest  of  bringing  greater  stability 

to  world  commerce;  in  the  interest  of 
providing  a  major  marketplace  for 
those  who  have  the  financial  ability 
and  the  desire  to  pit  their  judgment 
against  the  future;  the  Chicago 
Mercantile  Exchange  has 
established  the  International 
Monetary  Market.  As  one 
of  the  largest  and  most 
innovative  futures  markets 
in  the  world,  the  CME  is 
uniquely  qualified  to  do  so. 
Its  brand  new  trading  floor 
complex  together  with  its  world- 
wide electronic  communications 
facilities  make  it,  technologically, 
the  most  modern  exchange  in  the  world. 
Yet  this  technology  is  backed  by  more 
than  fifty  years  of  futures  trading 
experience  in  the  futures  trading 
capital  of  the  world. 

The  older  order  changeth.  Bretton 
Woods  is  dead.  The  time  has  come 
for  a  new  idea.  The  International 
Monetary  Market  is  born. 

Trading  begins  in  mid-April,  1972 

in  Canadian  dollars,  Deutschemarks, 
Swiss  francs,  British  pounds,  Japanese 
yen,  Italian  lira  and  Mexican  pesos. 
Interested  parties  may  secure  further 
information  by  writing  to  the 
address  below. 

r ' -,  INTERNATIONAL  MONETARY  MARKET 

Jfe    ;  OF  THE  CHICAGO  MERCANTILE  EXCHANGE 
~,-*     110  North  Franklin  Street,  Chicago,  Illinois  60606 
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eniiitit*irata 
about  WMS' 

send  tor  tree  prospectus 

The  Prospectus  and  literature  we  will  send 
you  tells  you  not  only  about  the  performance 
record  of  Energy  Fund  as  of  our  latest  shareholder 
report,  but  also  about  •  the  cost  of  management 

•  the  name  and  company  positions  of  Energy 
Fund's  directors  and  advisors  •  the  list  of 
stocks  in  which  Energy  Fund  has  invested 
as  of  our  latest  report  •  the  objectives, 
investment  policies  and  investmant  restrictions 
of  Energy  Fund  •  selling  and  redemption 
rights  •  allocation  of  brokerage  •  annual  rate 
of  portfolio  turnover  •  the  arrangements 

made  for  safekeeping  of  Energy  Fund'« 
portfolio  securities  and  cash- 

•  and  more 


NO  LOAD 

NO  SALES  COMMISSION 
NO  REDEMPTION  FEES 


Enerty  Fund  120  Broadwty,  n.  y.  1000s  o«»L  zf 

(212)  3445300 

Please  send  me  th<  Fret  pnipeetM  and  llteratun 
on  ENERGY  FUND. 

Addrtti ^__ 

City 


^tate- 


■2\p- 


Jf^^L  Investments  Geared  to  America's  Future 

^Johnston 

Mutual  fUnd 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (Keogh  Act) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund,  Inc. 
460  Park  Ave.,  N.Y.C.  10022    Dept.  C 
Phone:  (212)  679-2700 

NAME 


ADDRESS . 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


ABRAHAM  &CO. 

Membtti  Nnn  York  Slott.  Eiciunte    Inc 

«ncl  other  iMdinj^  E  irtiansei 

\n  Brojdwiy,  Nn>  Votli,  N.  Y.  1006S 
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WALL  STREET  VIEW 

By  Robert  Stovall 


Beaujolais,  Not  Boilermakers 


It  is  now  a  generaUy  accepted  invest- 
ment theme  that  the  decade  of  the 
1970s  will  be  dominated  by  social 
consciousness  rather  than  the  preoc- 
cupation with  scientific  achievement 
of  the  1960s.  More  demands  for  gov- 
ernment services,  accompanied  by  in- 
flation and  mounting  taxes.  Down- 
grading of  industrial  growth.  Disaffec- 
tion with  business  on  the  part  of  the 
yoimg,  educated  class.  Mounting  so- 
cial unrest.  A  universal  desire  for 
status  and  recognition  rather  than  for 
material  possessions  alone.  All  of  these 
add  up  to  socially-conscious  thesis  in- 
vesting. It's  no  accident  that  Winne- 
bago Industries,  maker  of  recreation- 
al vehicles— a  fun  &  games  kind  of 
company— was  the  New  York  Stock 
Exchange's  star  performer  last  year. 

Gaiting  one's  investment  strategy 
with  these  apparent  socioeconomic 
trends  makes  sense  but  is  not  easy. 
Most  of  the  new  life-style  trends  are 
not  serviced  by  the  big  corporations 
and  frequently  only  by  a  few  small 
ones,  some  privately  owned.  Also, 
some  of  the  most  apparent  needs  are 
being  served  by  companies  which 
are  currently  not  making  a  profit. 

A  descriptive  thought  of  what  I 
believe  differentiates  the  present  dec- 
ade from  the  one  just  past  would  be: 
Rather  than  spend  $1  billion  to  move 
one  man  one  million  miles,  this  dec- 
ade we  will  spend  $1  billion  to  move 
one  million  men  one  mile.  This  of 
course  relates  to  a  remarshaUng  of 
forces  and  a  redirection  of  assets 
away  from  the  space  race  toward 
central  city  improvement  and,  specif- 
ically, mass  transit.  Unfortunately,  the 
companies  most  deeply  committed  to 
rapid  transit  in  the  U.S.  are  not  mak- 
ing much,  if  any,  money  at  it.  General 
Steel  Industries  (Forbes,  Feb.  15) 
does  not  expect  to  show  a  profit  on 
the  subway  car  contracts  for  New 
York  City  or  for  Chicago.  The  costs 
of  building  the  cars  plus  the  delays 
and  specification  ciianges  have  made 
their  anticipated  profit  margins  the 
victims  of  inflation.  Rolir  Industries 
(RHR,  16)  has  been  concentrating 
on  tlie  development  of  surface  mass 
transportation  vehicles  in  a  diversifica- 
tion eflort  away  from  its  aircraft  en- 
gine  installation    business.    Rohr   has 

A  gusst  columnist,  Mr.  Stovall  is  a  vice  president  of 
the  NYSE  firm  ol  Reynolds  Securities  Inc. 


the  contract  for  some  250  rapid  transit 
cars  for  Bay  Area  Rapid  Transit  dis- 
trict of  northern  California.  Addition- 
ally, it  is  involved  in  the  manufacture 
of  buses  and  vans.  Cost-overrun  prob- 
lems with  the  F-14  fighter  plane  and 
BART  subway  car  development  in- 
dicate that  earnings  will  be  at  a  de- 
pressed level  in  the  current  fiscal  year, 
as  they  were  in  fiscal  1971. 

Of  course,  Pullman  is  involved  in 
this  area  as  is  General  Electric.  There 
is  no  doubt  that  there  is  a  worldwide 
revival  in  subway  construction,  but  it 
seems  as  though  foreign  manufacturers 
may  have  an  edge  in  technology.  Con- 
sequently, General  Steel  Industries 
and  Rohr  Industries  have  more  the 
qualifications  of  "Perpetual  Options" 
(Forbes,  Feb.  15,  Mar.  1  and  15) 
than  they  do  "Socioeconomic  Growth 
Stocks." 

Wine  &  Burgers 

A  study  of  the  life  style  of  Ameri- 
ca's youth  shows  that  the  leaders  of 
tomorrow  have  a  definite  preference 
for  table  wine  versus  the  martini,  a 
taste  cultivated  by  cheap  and  easy 
world  travel.  Esthetically,  we  might 
applaud  the  shift  from  boileixnakers 
to  Beaujolais.  Practically,  we  might 
try  to  make  some  money  from  it.  Alas, 
there  are  precious  few  ways  to  capi- 
talize on  the  spending  proclivities  of 
the  young  since  they  seem  to  go  in 
for  a  limited  wardrobe  and  greasy 
chicken  or  wafer  burgers  rather  than 
gourmet  food.  The  Taylor  Wine  Co. 
(OTC,  54)  is  the  leading  producer  of 
New  York  State  wines  and  No.  One 
in  U.S.  premium  champagne  produc- 
tion as  well.  Also,  it  is  the  only  estab- 
lished vintner  whose  shares  are  avail- 
able to  the  public  as  an  independent 
concern.  Far  from  undiscovered, 
though,  Taylor  Wine  sells  at  some  43 
times  the  $1.26  a  share  earned  in  the 
June  1971  fiscal  year.  Only  a  modest 
gain  in  earnings  is  anticipated  for  the 
current  fiscal  year. 

Much  larger  Almaden  Vineyards 
operates  the  widest  expanse  of  high 
quality  varietal  vineyards  in  the  world. 
With  over  7,000  planted  acres,  its 
owned  vineyards  are  10  times  the 
size  of  Taylor  Wines',  and  Almaden 
has  7,000  additional  controlled  acres 
available.  Almaden's  sales  and  earn- 
ings have  been  growing  at  a  rate  in 
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excess  of  30?  annually  despite  its  sub- 
stantial size.  Unfortunately  for  the 
thesis-investor,  the  largest  vineyard  in 
California  is  part  of  National  Distillers 
b  Chemicals  Corp.  (DR,  15)  to  which 
it  contributes  only  3%  of  sales  and  10% 
of  operating  profit. 

National  Distillers  &  Chemicals 
stock  has  been  mired  in  a  narrow 
price  range  for  the  past  two  years;  in- 
deed brassbound  might  be  a  better 
description.  National's  earnings  prog- 
ress has  been  held  down  by  the  cycli- 
cal problems  of  the  Bridgeport  Brass 
division,  which  accounted  for  21%  of 
sales  but  only  13%  of  operating  profits 
last  year;  also  by  less  than  optimum 
profits  from  its  chemical  division, 
which  contributed  16%  and  21%,  re- 
spectively. Selling  a  shade  below  its 
S16.27  book  value  witli  a  secure  90- 
cent  dividend.  National  Distillers 
seems  like  a  cyclical  recovery  stock 
for  1972  and  1973,  with  a  slight  but 
increasing  wine  flavor.  Earnings  this 
year  are  projected  to  rise  to  the  $1.30- 
S1.40-per-share  area,  up  from  SI.  10 
last  year.  If  all  goes  well,  1973  might 
see  earnings  back  to  the  S1.61-per- 
share  peak  achieved  in  1967. 

New  Life  Sfy/e 

A  logical  extension  of  this  line 
of  Beaujolais-instead-of-boilormaker 
thinking  would  cover  more  industries 
than  we  can  write  about,  but  all 
would  share  the  commonality  of  being 
in  the  service  of  the  individual.  Mail- 
order merchandising  is  a  qualified  in- 
vestment theme  for  the  sociological 
trends  of  the  1970s,  principally  be- 
cause of  relative  freedom  from  the 
curse  of  pilferage.  Chadwick-Miller 
(CWK,  12)  is  a  leading  supplier  of 
low-priced  merchandise  to  catalog 
houses.  Investing  in  this  manner  is  like 
picking  items  from  a  good  menu. 
E\ er\one  does  not  enjoy  or  relate  to 
each  idea  with  equal  gusto,  but  here 
are  some  more  examples:  do-it-your- 
self home  arts— Wo(/sr  of  Fabrics, 
Simplicity  Pattern;  mass-feeding— A/c- 
Donald's  and  Sambo's;  health  and 
medical  services— Hospital  Corp.  of 
America,  CD.  Searle;  psychiatric  care 
—Community  Psychiatric  Centers;  an- 
tipollution controls— .Vfl/co  Chemical, 
Betz  Laboratories,  Carborundum,  Re- 
search-Cottrell;  food  additives— Znfer- 
national  Flavors  <b-  Fragrances,  Mc- 
Cormick;  recreation— Coleman  Co., 
Walt  Disney;  education— Harcourt 
Brace,  Prentice-Hall;  crime  protection 

Wackenliut;    contemporary    clothing 

Suave  Shoe,  Levi  Strauss. 
In  my  opinion,  stocks  from  these 
categories  are  the  best  ones  to  live 
with  if  you  are  truly  a  long-teiTn  in- 
vestor and  not  forced  to  placate  your 
ego  by  trying  to  catch  cyclical  swings 
in  the  giant  industrial  leaders.  ■ 


Reward/Risk  Analysis  Pinpoints  These 

LOW-PRICED  STOCKS 

UNDER  $15 

FOR  ACTION  NOW 

A  new  2 -Prong  Strategy  of  speculating 
for  large  profits  with  small  capital 

1.  Because  current  research  findings  now  suggest  growing  chances  of  major 
price  eruptions  within  this  particular  group,  a  number  of  these  stocks  would 
merit  immediate  attention  even  if  they  were  not  priced  from  $5  to  $15. 

2.  While  low-price— atone— is  never  a  sound  reason  to  buy,  it  is  nonedieless  often 
true  that  popular  investor  psychology  is  more  likely  to  propel,  say,  a  $5  stock 
to  S20  than  a  $50  stock  to  $200.  Thus  low  price  can,  indeed,  be  an  invest- 
ment factor  of  large  and  very  real  importance. 

TAKE-OFF   POINT 

To  illustrate,  statistical  analysis  reveals  that,  of  some  500  stocks  that  went  up  at 
least  300%  from  one  year  to  another,  more  than  80%  of  them  started  from  a 
take-off  point  under  $10  a  share.  And  this  general  pattern  is  consistent  over  a 
period  of  20  years.  However,  picking  low-priced  stocks  at  random  can  be  a 
very  dangerous  game. 

The  low-priced  stocks  we  now  pinpoint  are  specifically  for  the  sophisticated 
investor  who  can  accept  carefully  calculated  risk,  in  carcfidhj  selected  stocks,  for 
potentially  extraordinary  profits.  And  we  believe  the  time  for  such  shrewd  i:.- 
vestor  action  is  now. 

SPECIFIC   RECOMMENDATIONS 

You  are  therefore  invited  to  send  for  a  detailed  Advisory  Report— which  not  onl> 
gives  you  the  carefully  researched  facts,  but  also  appraises  reward/risk  factors 
and  delineates  which  Low-Priced  Stocks  in  this  particular  group  we  recommend 
for  especially  strong  growth  prospects. 

To  receive  this  Low-Priced  Stock  Advisory  Report  and  the  next  four  weekly 
releases  of  regular  service  to  examine  in  privacy  (no  salesman  will  call)— mail 
$.5,  together  with  your  name  and  address  on  the  coupon  below. 

Name 


Address. 
City 


State 


-Zip, 


Send  to  Dept.  804 

RESiEARCH    INSTITUTE    INVESTORS  SERVICE 

Research  Institute  Building,  589  Fifth  Ave.,  New  York,  N.Y.  10017 

Reports  confidential  to  siibscrihers.  Subscriptions  not  transferable. 


UpVburOWNI 
Organization: 

A  Handbook  lor  the  Employed,  the  Unemployed,  and  the 
Sell-Employed  on  How  to  Start  and  Finance  a  New  Business 

by  Donald  M.  Dible 

Introduction    by    ROBERT    TOWNSEND 

Foreword      by      WILLIAM      P.      LEAR 

Send  for  FREE  brochure. 

THE  ENTREPRENEUR  PRESS 

Mission  Station,  Drawer  2759  J 

Santa  Clara,  California  95051 


AGING 

SCOTCH  WHISKY 

IN  THE  FORM  OF  A 

REGISTERED  S.E.C.   INVESTMENT  CONTRACT 

MAY  PRODUCE  INCOME  TAXABLE  AS 

CAPITAL  GAINS 

APRIL  1972  SELLING  PRICES 

1965  GRAIN     $1.35  per  gallon 

1963  SPRING  GRAIN     $1.95  per  gallon 

1962  SPRING  GRAIN    $3.38  per  gallon 

1962  FALL  GRAIN     $2.86  per  gallon 

1961  GRAIN     $4.94  per  gallon 

Prices  and  supplies  siihject  to  change  without  notice. 

This  commodity  staple  is  traded  in  dollars, 
sterling  or  other  currencies— minimum  $2400 
—and  is  not  subject  to  interest  equalization 
tax. 

Please  senil  for  Prosprcttis 

ACCRUED  EQUITIES,   INC. 

(S/nce  1954) 

Write  F.  J.  Schoenwald 

122  E.  42nd  St.,  N.Y.,  N.Y.  10017  (212)  MO  1-3595 
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WHICH  3 

NO  LOADS 

AREIEADING  THE  WAYUP? 
SHOULD  YOU  BUY  THEM  NOW  ? 


GROWTH  FUND  GUIDE  is  an  advi- 
sory service  which  tells  you  what  it 
thinks  and  why.  No  doubletalk. 

NOW  if  you  are  looking  for  straightfor- 
ward advice,  forecasts,  charts,  ratings, 
pages  of  statistics  and  information  on' 
about  50  of  America's  fastest  growing 
no-load  and  load  mutual  funds  take 
advantage  of  our  special  offer  today. 

GET  our  current  24-page  issue  Reg.  $3 
PLUS 


our  new  bonus  report 
Load  vs.  No-Load 


Reg.  $2 


ALL  for  only  $1    (new subscribers  only) 
Just  mail  this  ad  and  $1  to 

GROWTH  FUND  RESEARCH,  INC. 

Dept.  F-16,  Box  2109 
San  Clemente,  Calif.  92672 

Subscription  cannot  be  assigned  without  your  consent 
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THE  INVESTORS  OUIOE  TO  DYNAMIC  GROWTH  FUNDS 


Looking  for 

a  no-load 

growth  fund? 

We  might  have  one  to  match  your  specific 
investment  goals. 

1.  The  Edie  Special  Growth  Fund 
seeks  capital  appreciation  through  in- 
vestment in  small  companies  which  it 
considers  attractive. 

2.  The  Edie  Special  Institutional  Fund 
has  similar  objectives  but  is  managed  for 
institutions  and  investors  exempt  from 
Federal  income  taxation.  Keogh  and  cor- 
porate master  pension  and  profit  sharing 
plans  will  be  available. 

For  a  copy  of  either  prospectus,  mail 
the  coupon  or  call  (212)  697-8900. 

To:  Mr.  F.  C.  McLaughlin,  Edie  Fund  Sales.  Inc. 

Depl.  F-3 

P.O.  Eiox  333.  Wall  Street  Station.  N.Y.,  N.Y.  10005 

Please  send  a  copy  of  the  prospectus  for 

rj  Edie  Special  Growth  Fund.  Inc. 

C  Edie  Special  Institutional  Fund.  Inc. 

Mr 

Mrs 

Miss  


Address. 
City 

Slnte  _ 


.2ip  . 


Lionel  D.  Edie  &  Company,  Inc. 

Inwctlir.enl  Counwlorft  -  E^onomir  ConaulunU 


OVERSEAS  COMMENTARY 

By  Walter  Oechsle 


Investment  Insurance 


Despite  the  "most  significant  mone- 
tary agreement  in  the  history  of  the 
world, "  developments  since  Dec.  17 
have  continued  to  be  disconcerting. 
The  anticipated  return-flow  of  dollars 
has  not  taken  place.  There  has  been 
no  improvement  in  the  U.S.  balance 
of  trade  and  the  overall  balance  of 
payments.  Moreover,  the  dollar  quo- 
tation on  most  foreign  exchanges  has 
been  hovering  near  its  permissible  low, 
inflation  continues  strong  almost  every- 
where and  the  economic  recovery  in 
most  Western  countries  is  not  as  de- 
cisive as  had  been  hoped. 

With  so  many  problems  remaining 
unsolved  on  the  "currency  front,"  one 
of  the  safest  bets  is  that  there  will  be 
recurring  crises.  I  consider  the  odds 
overwhelming  that  these  crises  will  re- 
main mini-crises.  But  there  is  always 
the  risk  that  they  might  spin  out  of 
control.  A  great  many  things  obviously 
could  happen.  Most  Western  countries 
could  follow  France's  example  and  go 
to  a  dual  foreign  exchange  system, 
protecting  a  fixed  rate  for  the  com- 
mercial dollar  while  letting  the  finan- 
cial dollar  float  freely.  There  might  be 
a  further  devaluation  of  the  dollar. 
On  the  other  extreme,  while  highly 
improbable,  it  is  not  inconceivable 
that  gold  would  be  demonetized  com- 
pletely, or  for  that  matter  at  least 
partly.  Another  possibility,  though 
remote,  is  a  complete  breakdown  of 
international  trade. 

Improbable  Scenario 

With  so  many  potential  dangers  in 
the  air,  the  wise  man  will  take  out 
some  insurance.  For  insurance,  I  rec- 
ommend another  look  at  South  Afri- 
can gold  shares.  I've  always  held  the 
view  that  one  should  buy  gold  shares 
only  when  nobody  else  wants  to  buy 
them,  and  that,  in  turn,  they  should 
be  sold  whenever  tliere  is  a  great  deal 
of  excitement  and/ or  demand  for 
them.  In  other  words,  they  were  a 
trading  vehicle.  What  I  propose  is  a 
somewhat  modified— or  rather  ex- 
panded—version of  this  market  ap- 
proach. It  now  does  seem  appropriate 
to  look  at  gold  shares  from  more  than 
a  purely  speculative  and  short-term 
point  of  view. 

In  the  past  it  has  seldom  appeared 

Mr.  Oechsle  is  a  vice  president  of  Arnhold  &  S. 
Bleichtoeder.  Inc..  investment  bankers. 


desirable  to  take  out  insurance  against 
the  possibility  of  a  total  collapse  of 
international  trade,  or  even  against 
the  mere  fear  of  one.  I  still  consider 
it  no  more  than  a  very  remote  possi- 
bility, but  thinking  it  through  has  be- 
come somewhat  more  than  an  aca- 
demic exercise.  Suppose  the  U.S.  bal- 
ance of  trade  continues  dismally  in 
the  red,  and  all  indications  are  that 
it  will  do  exactly  that  in  the  foresee- 
able future.  On  top  of  this,  suppose 
the  domestic  economic  recovery  is 
aborted  . .  .  political  sentiment  for  trade 
restrictions  gains  within  the  U.S.  .  ,  . 
foreigners  threaten  to— and  then  do- 
retaliate.  An  improbable  scenario? 
Yes!  But  impossible?  No! 

Counfer-Correnf 

I  can  visualize  few  scenarios  with 
a  more  devastating  effect  on  the  U.S. 
stock  market,  or  most  stock  markets 
for  that  matter.  Gold  shares  would  be 
the  one  likely  exception.  They  would 
be  climbing  much  faster  than  other 
markets  would  be  declining,  as  they 
obviously  would  be  discounting  a 
likely  worldwide  devaluation  of  cur- 
rencies versus  gold. 

How  much  of  the  average  portfolio 
should  be  in  gold  shares  at  the  mo- 
ment? The  answer  probably  depends 
on  how  highly  you  value  your  sleep. 
Just  like  any  other  type  of  insurance, 
owning  gold  shares  is  at  times  rather 
soothing  for  the  nerves.  If  something 
around  5%  to  10%  of  your  portfolio 
gives  you  a  measure  of  protection 
against  a  calamity  on  the  other  90% 
to  95%,  you  are  considering  a  rea- 
sonable proposition. 

Of  course,  I  am  referring  through- 
out to  South  African  gold  shares.  I 
would  not  consider  Dome  Mines, 
Homestake  Mining,  or  Giant  Yellow- 
knife  in  Canada.  They  could  go  high- 
er in  a  real  crisis,  but  you  also  hav|l 
much  more  risk  on  the  downside  m 
the  currency  problems  should  subsida 
or  be  resolved  amicably. 

How  do  you  select  South  Africa! 
gold  shares?  Certainly  leverage  is  de 
sirable;  a  higher  gold  price  shouU 
mean  substantially  higher  profits  il 
this  case.  But  what  happens  if  t\u 
free  gold  price  should  decline  to,  say 
$38?  Too  much  leverage  would  \M 
dangerous  in  this  case.  Therefore,  oiK 
wants   to  select  mines   that  can  alsd 
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operate  at  a  reasonable  profit  at  lower 
product  prices.  Reasonable  criteria 
are,  therefore:  1)  A  life  expectancy 
of  at  least  20  years  for  the  mine,  even 
if  the  gold  price  should  remain  stable 
at  a  low  level  throughout  the  period. 
2)  A  reasonable  current  or  prospective 
dividend  yield  (the  dividend  has  to 
be  considered  at  least  partly  a  return 
of  capital).  3)  Sufficient  lower-grade 
metal  reserves  that  will  enable  the 
mine  to  derive  a  substantial  benefit 
from  a  rising  gold  price.  Thus,  I  am 
recommending  a  compromise  between 
safety  and  leverage. 

At  current  prices,  this  cuts  the 
selection  to  very  few  mines,  such  as 
President  Steyn  Gold  Mining  Co.,  Ltd. 
(ADRs  currentlv  at  8  in  New  York), 
Ehbitrg  Gold  Mining  Co.,  Ltd.  (ADRs 
2!^)  and  Ea.st  Dricfontcin  Gold  Mining 
Co.,  Ltd.  (ADRs  4?i).  These  are  our 
selections  for  purposes  of  "insurance. " 
For  trading  I  recommend  waiting 
for  a  dampening  of  the  enthusiasm  for 
gold  and  gold  shares,  meaning  a  gold 
price  of  below  $45  in  the  current  en- 
vironment and  gold  share  prices  at 
least  20*?  below  current  levels.  If  that 
happens  and  yon  want  to  try  trading, 
I  would  be  inclined  to  buv  Lorainc 
Gold  Mines.  Ltd.  (ADRs  currently  H) 
and  Western  Areas  Gold  Mining  Co., 
Ltd.  (ADRs  3). 

The  Right  Moment 

Most  of  these  stocks  can  be  bought 
in  fair  quantities  without  greatly  dis- 
turbing the  price,  but  remember:  You 
are  not  dealing  in  General  Motors  or 
IB.M.  Therefore,  I  suggest  not  paying 
more  than  10?  above  the  prices 
quoted  here.  If  there  is  a  bulge,  wait 
for  it  to  subside. 

I  have  not  mentioned  the  possibility 
of  investing  in  the  big  South  African 
mining  management,  finance  and  in- 
vestment houses  such  as  Charter  Con- 
solidated, Ltd.  (ADRs  7),  West  Rand 
Investment  Trust,  Ltd.  (ADRs  19), 
and  Union  Corp.,  Ltd.  (ADRs  6).  Un- 
doubtedly they  incorporate  the  least 
risk,  but  their  upside  potential  is  also 
m»re  limited.  Finally,  you  might  con- 
sider American  South  African  Invest- 
ment Trust,  a  closed-end  fund  listed 
on  the  New  York  Stock  Exchange 
with  investments  concentrated  in 
South  African  gold  shares.  The  only 
problem  with  this  investment  is  its 
current  23«  premium  over  net  asset 
value  which  might  decline,  in  addi- 
tion to  the  net  assets,  should  gold 
realK'  fall  out  of  favor. 

Obviously,  I  am  aware  of  the  polit- 
ical risks  inherent  in  South  African 
investments.  To  quantify  these  risks 
in  a  meaningful  way  is  impossible.  I 
suspect  that  anyone's  guess  in  this  re- 
spect is  as  good  as  mine,  but,  after 
all,  no  insurance  is  perfect.  ■ 
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Because  we  specialize  in  managing  personal 
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"DeclareYourOwn  Dividends"  for  further 
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spear&swrTnc 

Investment  Management  Division   Dept.  MF-415 
Babson  Park,  Mass.  02157 
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"Declare  Your  Own  Dividends."  Confidentially, 
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How  to  start 

benefiting  from 

investment 

management 

with  as  little  as 

$5,000 


If  the  money  you  have  today  is  to  grow  in 
the  future  toward  more  income,  or  for  edu- 
cation, travel,  leisure,  retirement,  it  must 
be  kept  working  full  time  to  achieve  your 
investment  goals. 

Yet  you  may  find  that  you  are  actually 
losing  ground  due  to  inflation,  taxes  or  lack 
of  time  for  investment  decisions. 

To  help  solve  this  problem,  clients  in  55 
countries  have  turned  to  The  Danforth 
Associates  Investment  Management  Plan. 
It  has,  we  believe,  proved  especially  effi- 
cient in  providing  continuing  capital  growth 
supervision  for  portfolios  of  from  $5,000 
to  $50,000-on  behalf  of  people  who  recog- 
nize and  can  share  the  risks  and  rewards  of 
common  stock  investments.  The  cost  is 
modest,  as  low  as  $100  per  year. 

For  a  complimentary  copy  of  a  42-page 
report  describing  this  tested  plan,  its  com- 
plete 1 0-year  "performance  record,"  and  how 
it  may  help  you  now,  simply  write  Dept.S-36. 

THE  Danforth  Associates 

Wellesley  hills,  Mass.,  u.s.a.  02181 

Investment  Management    .    Incorporated  1936 


are  one  ot  the  most  volatile  components  In  the 
securities  market.  Thus,  $500  investments  in 
each  of  Richfield  Oil,  TriContinenUI  and  R.K.O. 
Warrants  in  past  markets  became  worth  $44,000, 
$85,000  and  $104,000  respectively,  four  years 
later.  Conversely,  a  $50,000  investment  in 
Colorado  Fuel  Warrants  diminished  to  a  value 
of  only  $1,000  in  just  two  years. 
Because  of  the  inherent  potentialities  in  Warrants, 
both  in  rismg  and  declining  markets,  every  in- 
vestor should  keep  abreast  of  the  greatest  num- 
ber of  Warrants  trading  today  in  market  history — 
more  than  ,300  important  Warrants. 
To  follow  "Opportunities  in  Warrants",  and 
"Opportunities  in  Stocks  Under  10"  too  (our 
dual  specialities  for  some  decades)  let  us  send 
you  the  next  4  weekly  issues  of  our  R.H  M  WAR- 
RANT &  LOW  PRICE  STOCK  SURVEY  +  STOCKS 
UNDER  10,  one  of  the  most  experienced  (since 
195?)  and  comprehensive  Warrant  and  Low-Price 
Stock  services.  Each  weekly  issue  gives  Warrant- 
specialist  Editor  Sidney  Ftieds  Current  Ratings 
and  a  whole  range  of  statistical  data  on  more 
than  300  Warrants:  and  each  week  throws  the 
searchlight  on  Warrants  and  low  price  stocks  which 
have  moved  into  a  buying  range. 
You  will  also  receive  a  valuable  descriptive  folder 
explaining  how  well-selected  Warrants  and  "Stocks 
Under  10"  can  mean  profit  opportunities  for 
you  in  the  current  market  You  get  all  this 
for  $10  in  a  special  inlioduclory  offer  to  ac 
quaint  you  with  our  R.H  M.  WARRANT  &  STOCK 
SURVEY  +  STOCKS  UNDER  10,  which  has  been 
followed  by  professional  and  investor  a)ike  for 
Ihe    past    20    years. 

Sund  $10  with  this  ad,  your  name  and  address  to: 

WARRANTS,  Depl.  F-ia2 

R.H.M.  Associates  220  Filth  Avenue, 

Hew  York,  NY.  JOOOl 

If   you   are   not   thoroughly  pleased,    material   may 
be    ictuined    lor    a    full    refund 
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READERS  SAY 


{Continued  from  page  16) 

mit  the  same  courtesies  to  U.S.  banks. 
International  enterprises  need  interna- 
tional banking.  I  do  not  believe  that  the 
U.S.  payments  deficit  can  be  blamed  on 
the  facilities  that  international  banking 
offers  to  international  trade. 

—Luciano  Borrelli,  Manager 

Banco  di  Roma 

San  Francisco,  Cal. 

Profits  and  Drugs 

Sir:  I  was  dismayed  by  your  conten- 
tion that  profits  should  be  the  prime 
concern  of  any  pharmaceutical  firm  do- 
ing research  into  the  cure  and  treat- 
ment of  heroin  addiction  ( "Why  Doesn't 
Someone  Do  Something?"  Feb.  15).  The 
industry  has  little  to  complain  about 
when  it  comes  to  profits.  And  unfortu- 
nately, the  pharmaceutical  industry 
must  shoulder  some  of  the  blame  for 
the  drug  epidemic  in  the  U.S.  The  con- 
stant haranguing  in  die  mass  media  that 
there  is  a  pill  for  every  illness  and  a  med- 
icine for  every  malady  has  created  a 
drug  culture.  The  profit  motive  has 
brought  forth  a  hypochondriacal  nation. 
Moreover,  drug  manufacturers  are  prof- 
iting as  accessories  to  drug  addiction  by 
failing  to  exercise  moral  restraint  in  the 
sale  of  paraphernalia— hypodermic  nee- 
dles, etc.— for  questionable  or  nonmed- 
ical purposes  in  the  absence  of  strict 
regulations.  The  drug  companies  should 
be  willing  to  risk  a  few  dollars  on  heroin 
research.  Beyond  its  own  moral  respon- 
sibility, it  alone  has  the  necessary  re- 
sources to  begin  immediately  such  a  pro- 
gram. They  should  undertake  this  mis- 
sion, profits  or  no  profits. 

—Charles  B.  Rangel 

Member  of  Congress 

Washington,  D.C. 

Not  Worldwide 

Sir:  We  were  glad  to  see  that  on 
page  36  of  your  article  "Oil:  Under  the 
Gun"  (Mar.  15)  you  used  material  pub- 
lished by  this  bank.  However,  it  should 
have  been  pointed  out  that  the  per-bar- 
rel  payments  and  earnings  apply  to  East- 
ern Hemisphere  operations  only.  On  a 
worldwide  basis,  these  figures  show  a 
dilferent  picture. 

—Edward  Symonds 

Vice  President 

First  National  City  Bank 

New  York,  N.Y. 

Wrong  Man 

Sir:  The  photograph  on  page  29  of 
your  Mar.  15  issue  is  of  H.E.  Abdul 
Uahmati  Salem  Al  Atiki,  Minister  of  Oil 
and  Finance  in  Kuwait,  and  not  of  Dr. 
Nadim  Fachachi. 

— M.  Mortada 
Dallas,  Tex. 

Reader  Mortada  is  correct  and  UPI, 
who  supplied  ihc  picture,  is  wrong-Eo. 
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FOR 
DADDIES 


Get  yourself  a  good,  thorough 
examination  once  a  year.  Once  a 
year,  let  your  doctor  really  look 
you  over.  It'll  take  a  little  time, 
and  a  little  patience.  And  maybe 
he'll  poke  around  a  little  more 
than  you'd  really  like.  And  so  he 
should. 

The  whole  idea  is  to  keep  you 
healthy.  If  nothing's  wrong  (and 
more  than  likely,  there  isn't)  hoo- 
ray! Come  back  next  year.  But  if 
anything's  suspicious,  then  you've 
gained  the  most  important  thing  of 
all:  time. 

We  can  save  I  out  of  2  persons 
when  cancer  is  caught  in  time, 
caught  early.  That's  a  good  thing 
to  know.  All  Daddies  should  know 
how  to  take  care  of  themselves  so 
that  they  can  have  the  fun  of  fak- 
ing care  of  their  kids.  Don't  be 
afraid.  It's  what  you  don't  know 
that  can  hurt  you. 

f AMERICAN  CANCER  SOCIETY 


ANNOUNCEMENT 
ROWE  PRICE 

NEWHORIZONS 

FUND.  INC. 


Effective  as  of  5:00  p.m.,  E.S.T.,  on  March 
21,  1972,  the  Board  of  Directors  of  Rowe 
Price  New  Horizons  Fund,  Inc.,  in  order 
to  moderate  the  rote  of  subscriptions  to 
Fund  shares,  suspended  soles  of  shares 
of  the  Fund  to  all  except  stockholders  as 
of  that  time. 

Stockholders  as  of  March  21,  1972,  may 
continue  to  purchase  shares  of  the  Fund 
in  accordance  with  its  current  prospectus. 
All  Stockholders  will  continue  to  hove  the 
right  to  redeem  shares  at  the  current  net 
asset  value. 


Rowe  Price  New  Horizons  Fund,  Inc. 

One  Charles  Center 

Baltimore,  Maryland  21  201 
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1  11  vJ  LiLjli  lb...  BUSINESS  OF  LIFE 


April  is  the  month  when  the  green 
returns  to  the  lawn,  the  trees  and 
the  Internal  Revenue  Service. 

—Evan  Esar 


April  showers  are  taxpayer  tears. 

—Arnold  Glasow 


To  "produce  an  income  tax  return 
that  has  any  depth  to  it,  any  feeling, 
ojie  must  have  Lived— and  Suffered. 

—Frank  Sullivan 


I  have  had  a  long,  long  life  full  of 
troubles,  but  there  is  one  curious  fact 
about  them— nine-tenths  of  them  never 
happened.  —Andrew  Carnegie 


Cheer  up!  The  worst  is  yet  to  come. 
—Philander  Johnson 


When  you  come  right  down  to  it, 
almost  any  problem  eventually  be- 
comes a  financial  problem. 

—Frederic  G.  Donner 


To  act  with  common  sense  accord- 
ing to  the  moment,  is  the  best  wisdom 
I  know.  —Horace  Walpole 


No  man  is  quite  sane.  Each  has  a 
vein  of  folly  in  his  composition— a 
slight  determination  of  blood  to  the 
head,  to  make  sure  of  holding  him 
hard  to  some  one  point  which  he  has 
taken  to  heart. 

—Ralph  Waldo  Emerson 


He  is  a  man  of  sense  who  does  not 
grieve  for  what  he  has  not,  but  re- 
joices in  what  he  has. 

— Epictetus 


I  had  rather  have  a  fool  to  make 
me  merry  than  experience  to  make 
me  sad.  —Shakespeare 


In  the  world  a  man  will  often  be 
reputed  to  be  a  man  of  sense,  only 
because  he  is  not  a  man  of  talent. 

—Henry  Taylor 


The  cause  of  laughter  is  simply  the 

sudden  perception  of  the  incongruity 

between  a  concept  and  the  real  object. 

—Arthur  Schopenhauer 


We  trained  hard-but  it  seemed 
that  every  time  we  were  beginning  to 
form  into  teams,  we  would  be  re- 
organized. 1  was  to  learn  later  in  life 
that  we  tend  to  meet  any  new  situa- 
tion by  reorganizing;  and  what  a  won- 
derful method  it  can  be  for  creating 
the  illusion  of  progress  while  produc- 
ing confusion,  inefficiency  and  de- 
moralization. -Petronius 


Progress  might  have  been  all  right 
once,  but  it's  gone  on  loo  long. 

— Ogden  Nash 


B.  C.  FORBES 

Two  needfuls:  To  succeed, 
common  sense.  To  be  happy,  a 
sense  of  humor. 


The  man  who  cannot  laugh  is  not 
only  fit  for  treasons,  stratagems  and 
spoils,  but  his  whole  life  is  already 
a  treason  and  a  stratagem. 

—Thomas  Carlyle 


Even  though  you  speak  fluent  En- 
glish, you  still  must  be  careful  with 
it  in  England.  For  example,  you  may 
think  the  British  like  their  beer  som, 
flat  and  warm.  But  ask  them,  and 
they  will  assure  you  that  they  like  it 
bitter,  still  and  served  with  the  chill 
ofi^.  —John  P.  Grier 


Of  plain,  sound  sense,  life's  current 
coin  is  made. 

—Edward  Young 


To  be  practical  in  life  means  to 
take  everything  seriously  and  nothing 
tragically.  —Arthur  Schnitzler 


A  great  step  towards  independence 
is  a  good-humored  stomach. 

—Seneca 


Who  ever  hears  of  fat  men  heading 
a  riot?  —Washington  Ir\tng 


A  man's  got  to  believe  in  something. 
I  believe  I'll  have  another  drink. 

-W.C.  Fields 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
7%;  New  York  City,  7%.) 


A  Text . . . 


Sent  in  by  C.  W.  Thomas,  Tip- 
ton, Mo.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of  texts 
used. 


He  that  is  of  a  merry  heart  hath  a 
continual  feast. 

—Proverbs  15:15 
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LISRARY 
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The  Giant  Trading  Companies 
Japan's  Secret  Weapon? 


on  yrid   tI^vom  i«ny 


?ZAGN  CdV 


What  can  your  banker  tell  you  about 
Britain  and  the  Common  Market? 


Can  he  tell  you  what  advantages  and  disadvan 
tages  Britain  can  anticipate?  Can  he  tell  you  what 
long-term  gains  all  Europe  can  expect?  Can  he 
tell  you  the  immediate  effects  on  the  pound  ster 
ling  and  the  U.S.  dollar  conditions? 

AChaseman  can. 

Can  your  banker  explain  the  significance  of 
British  accession  to  the  Treaties  of  Rome  by  the 
mid-1970's?  Can  he  tell  you  what  acceptance  of 
the  common  agricultural  policy  (CAP)  will  mean 
to  international  trade?  Can  he  anticipate  the  re 
action  in  the  United  States?  In  the  U.S.S.R.? 

AChaseman  can. 

Chase  Manhattan's  huge  worldwide  network 
of  branches,  associated  banks  and  representative 
offices  reacts  quickly  to  unexpected  political  and 
economic  events.  Our  special  analysts  often  an- 
ticipate these  changes.  They  understand  what 
consequences  these  events  can  have  on  your 
international  business.  They  carefully  evaluate 
alternative  courses  of  action  for  you  to  follow. 
And  our  sophisticated  communications  network 


loses  little  time  executing  your  decisions. 

When  you  want  to  do  business  on  a  multi- 
national scale  in  Europe— or  anywhere  else  in  the 
world— speak  to-Chase  first. 

Chase  Network  Europe: 

Offices  in:  BRITAIN,  DENMARK,  FRANCE,  GER- 
MANY, GREECE,  ITALY,  SPAIN,  SWITZERLAND. 
Associated  Banks:  AUSTRIA,  Oesterreichische 
Kommerzialbank,  A.G.;  BELGIUM,  Banque  de 
Commerce;  IRELAND,  Chase  and  Bank  of  Ireland; 
NETHERLANDS,  Nederlandse  Credietbank,  N.V. 
Affiliated  Corporation:  SPAIN,  Liga  Financiera,  S.A. 

You  have  a  friend  at  ^^ 

THE  CHASE  MANHATTAN  BANKfp 

1  Chase  Manhattan  Plaza,  New  York,  NY.  10015/Member  F.D.I.C. 
CHASE  MANHATTAN  INTERNATIONAL  BANKING  CORPORATION 
800  Wilshire  Boulevard,  Los  Angeles.  California  90017 


l^U.lLmiiAMt 


APR  2  6  1972 


Texaco  presents  the  Metropolitan 
Opera's  salute  to  SirRudolf  Bing. 


On  April  30,  the  world's  great  opera  stars  great  opera  stars  will  gather  at  the  Met  to  pay  tribute 
will  perform  highlights  of  the  Metropolitan  Opera  Gala  to  the  great  impresario  m  the  best  way  they  can,  with 
for  Sir  Rudolf  Bing  on  CBS-TV.  individual  performances  of  their  most  famous  roles. 

For  the  last  22  years.  Sir  Rudolf,  General  Texaco,  which  sponsors  the  Metropolitan  Opera  radio 
Manager  of  the  Metropolitan  Opera,  has  ^^^^g^^^^^  broadcasts  each  season,  is  especially 
been  a  dynamic  force  in  the  cultural  life  of  ^rFViitfW^  pleased  to  bring  you  the  most  stirring  mo- 
thecountry.Nowheisabouttoretire.Tocom-  I  |EJvACO|  "lentsof  Sir  Rudolf  Bing's  farewell  inaone- 
memorate  this  event,  many  of  the  world's     ^^^^j«®)^^^p    hour  CBS-TV  special. 

pne  in  theTexaco  Metropolitan  Opera  Gala,  April  30,  CBS-TV 

9:30-10:30  p.m..  Eastern  Dayliglit  Time.  Consult  local  time  listing  in  other  areas. 


^Phase  II  controls 
caused  us  to 
re-examine  costs. 
We  were  surprised 
by  the  savings 

in  dialing  direct..^ 

John  LeSueur,  Communications  Manager, 
The  Sherwin-Williams  Company, 
Cleveland,  Ohio. 

"When  you're  trying  to 
'Cover  the  Earth'  in  a  tight  economy, 
Long  Distance  is  a  must.  But 
even  Long  Distance  costs  money. 
Phase  II  controls  caused  us  to  re-examine 
costs.  We  were  surprised  by  the 
savings  possible  in  dialing  direct 
instead  of  calling  person -to- person',' 
Mr,  LeSueur  isn't  the  only  businessman  to  be  surprised 
by  the  size  of  the  savings  when  you  dial  direct. 

For  years,  most  businessmen  have  figured  they  save 
money  when  they  place  their  Long  Distance  calls  person-to- 
person  through  the  operator.  They  felt  they  wouldn't 
be  "wasting"  a  call. 

But  today's  low  dial-it-yourself  rates  have  changed  all  that. 
For  example,  from  8  a.m.  to  5  p.m.,  Monday  through  Friday, 
a  three-minute,  coast-to-coast  call  placed  person-to-person 
costs  $3.55  plus  tax. 

But  if  you  call  station-to-station  and  dial  the  call  yourself 
without  operator  assistance,  the  cost  is  just  $1 .35  plus  tax. 
You  save  $2.20  on  that  one  call. 

So  whenever  you  can,  dial  your  Long  Distance  calls  yourself. 
It's  good  business. 


Dial-direct  rates  do  not  apply  on  coin,  credit-card,  collect,  personlo-person,  and  hotel-guest  calls, 
or  on  calls  charged  to  another  numtjer  Nor  do  they  apply  on  calls  to  or  from  Alaska  or  Hawaii. 
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To  increase  business 
in  growtii  maricets^ 


Here's  what 

Chemetron 

is  doing. 


The  emphasis  at  Chemetron 
Corporation  is  on  improved  products 
and  increased  service  for  growth 
markets  where  Chemetron  divisions 
offer  unusual  expertise.  For  customers 
of  industrial  gases  and  welding 
equipment,  chemicals,  piping 
components,  medical  products  and 
food  processing  machinery. 

In  food  processing,  for  example, 
products  for  chilling  and  freezing  meat 
and  poultry  have  been  consolidated 
under  a  single  sales  force  backed  by  a 
new  R&D  team.  Turnkey  systems  are 
being  developed  for  meat  processors. 
Food  processing  capabilities  have 


been  expanded,  including  laboratory 
and  pilot  plant  facilities  for  developing 
new  equipment  and  systems.  And 
several  joint  venture  projects  are 
underway  to  expand  lines  of  process 
equipment  both  domestically  and 
abroad. 

To  see  the  kind  of  an  organization 
we've  developed,  send  for  our  new 
booklet,  "Possibilities."  It  explains  how 
our  growth-oriented  approach  to 
business  helps  customers  in  food 
processing  and  other  industries.  Write 
Dept.  B,  Chemetron  Corporation,  840 
North  Michigan  Avenue,  Chicago, 
Illinois  60611. 


Don't  overlook  the  possibilities 


Don't  overlook  CHEMETRON 
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Side  Lines 


Lain 


Pardon  Our  Pride 

Frank  Lalli,  our  Los  Angeles  bureau  manager,  has  just  re- 
ceived a  John  Hancock  Award  for  his  cover  story  in  the 
June  1,  1971  issue  of  Forbes,  "Who  Owns  New  York?"  The 
John  Hancock  Awards  are  the  most  prestigious  awards  in 
the  fields  of  business  and  financial  journalism.  The  Boston- 
based  mutual  life  insurance  company  started  making  them 
in  1967  in  recognition  of  the  fact  that  "lucid  reporting,  in- 
terpretation and  writing  of  business  and  financial  news  is 
essential  to  the  economic  welfare  of  the  nation  as  a  whole, 
as  well  as  to  the  financial  well-being  of  individual  investors 
and  consumers."  The  company  puts  no  strings  on  the 
awards,  which  also  need  not  have  any  relation  to  the  in- 
surance business. 

Six  awards,  each  of  $1,000,  are  made  each  year.  The 
judges  are  a  panel  of  leading  journalists.  Lalli's  award  was 
for  the  best  article  in  any  business  and  financial  publication. 

Frank,  a  lively,  thoughtful  man  of  30,  wrote  the  article  last  summer, 
shortly  before  his  promotion  to  head  our  West  Coast  bureau.  The  arti- 
cle dispelled  half  a  dozen  myths  that  most  businessmen  have  always 
accepted  about  New  York  City  real  estate.  The  biggest  myth  of  all, 
Lalli  found,  was  that  New  York  City  real  estate  is  a  path  to  wealth. 
Frank's  answer  to  the  question:  "Who  owns  New  York?"  was,  put 
succinctly,  "Who  wants  to?" 

He  received  word  of  the  Hancock  award  in  Tokyo  where  he's  looking 
into  another  set  of  myths  for  Forbes.  When  he  got  the  message,  Frank 
cabled  back:  "Wow!  Wow!"  To  which  we  add:  "Wow!  Wow!  Wow!" 

Japan's  Secret 

How  HAVE  the  Japanese  stolen  so  many  marches  on  us  in  recent  years? 
It  has  begun  to  dawn  on  Americans  that  there  is  more  involved  here 
than  dumping  and  low  wage  rates  and  a  cozy  government-business 
relationship— although  these  undoubtedly  play  a  part.  A  more  subtle 
element  in  the  situation  is  the  strength  and  flexibility  of  the  Japanese 
trading  companies.  You  know  some  of  the  names:  Mitsubishi,  Mitsui, 
Sumitomo.  But  do  you  know  what  these  companies  do  and  how  they 
function?  You  will  after  you  read  the  cover  story  in  this  issue  beginning 
on  page  26. 

The  story  itself  is  a  product  of  Forbes  group  journalism.  Forbes 
staffers  reported  on  the  story  worldwide  from  such  places  as  Budapest, 
Mexico  City,  Australia  and  India.  Editor  James  Michaels  visited  Tokyo 
for  the  story,  and  so  did  Reporter  Judith  Koblentz.  Covering  the  U.S. 
end  and  putting  the  story  together  was  Staff  Writer  Robert  Nash. 
Nash  is  no  stranger  to  Japanese  ways.  A  chemical  engineer  before  he 
became  a  journalist,  Nash  spent  five  years  in  Tokyo  working  for  Cal- 
tex  and  speaks  Japanese— as  he  puts  it— "passably  well."  About  the 
cover:  It  is  a  stylized  rendering  of  the  Japanese  words  "sogo  shosha," 
which  mean,  of  course,  general  trading  company.  The  artist:  Ko  Noda." 


ierox  introduce 


le  two-faced  cDpy. 


Xerox  discovered  a  vast 
wasteland  on  the  back  of  every 
copy.  A  blank  piece  of  paper. 

So  Xerox  has  created  a  whole 
new  kind  of  copier:  The  only  one 
in  the  world  that  can  copy  on  both 
sides  of  a  sheet  of  paper. 
Automatically. 

With  the  Xerox  4000  copier, 
it  only  takes  the  press  of  a  button 
to  copy  the  second  page.  Right 
on  the  back  of  the  first. 

(Naturally,  as  with  all  Xerox 
copiers,  the  4000  makes  copies  on 
ordinary,  unsensitized  paper. 
Including  your  own  letterhead.) 

That  means  you  save  a  lot  of 
things.  Expensive  filing  space,  for 
one.  Not  to  mention  all  that  paper 
you  would  have  had  to  use  as  well 
as  file. 

What's  more,  the  4000  turns 
out  its  first  copy  in  just  seven 
seconds.  The  rest  at  the  rate  of 
45  a  minute. 

And  to  change  the  size  of  the 
paper— from  memo  to  legal  size— 
you  simply  press  another  button. 

All  in  all,  the  Xerox  4000  two- 
faced  copier  isn't  just  the  model 
of  convenience. 

It's  enough  to  make  you  think 
once  before  you  consider  any 
other  copier. 


XEROX 


XEROX®  and  4000  are  trademarks  of  XEROX  CORPORATION. 


Because  executive  and  prO' 
fessional  men  and  women 
sometimes  need  a  personal 
loan,  too . . . 

Now 

you  can  borrow 
$1,500  to  ^25,000  in 
absolute  confidence 

entirely  by  mail. 


No  collateral,  no  time  consuming  inter- 
view, no  embarrassment.  Rates  about 
the  same  as  most  revolving  charge 
accounts.  Repay  In  convenient  low 
monthly  sums.  This  popular  method  of 
obtaining  cash  by  mail  is  currently  be- 
ing utilized  by  prominent  and  busy 
individuals  who  desire  fast 
confidential  service,  conve- 
niently at  home  or  office. 
Offered  by  a  subsidiary  of 
one  of  America's  most  re- 
spected financial  insti- 
tutions. For  immediate 
details  (no  one  will 
call),  write. .. 

Associates  Financial  Services  Corpo- 
ration, Suite  112,  1030  E.  Jefferson 
Blvd.,  South  Bend,  Indiana  46617,  or 
call  collect  Mr.  Charles  Papas  at  219/ 
232-2097. 


Trends 

&  Tangents 


FOREIGN 


Their  Own  Beetle 

Plans  to  form  a  giant  West 
German  auto  combine  by  merging 
Volkswagen,  Daimler-Benz  and 
BMW  have  so  far  faltered  before 
the  unwillingness  of  Daimler-Benz' 
Friedrich  Flick  and  BMW  boss 
Herbert  Quandt  to  be  overshad- 
owed by  VW,  with  its  40%  state 
holdings.  What  seems  more  likely 
now  is  a  joint  move  by  Daimler- 
Benz  and  BMW,  which  are  said 
already  to  have  blueprints  to  in- 
vade the  mass  volume  market  with 
a  1,100  cc  vehicle  of  their  own. 
Such  a  car  would  bring  them  into 
head-on  competition  not  only  with 
the  Beetle,  but  with  every  other 
low-priced  automaker  in  Europe. 

The  Last  of  the  Wine? 

U.S.  wine  buffs,  not  to  mention 
French,  are  shaking  their  heads 
sadly  over  the  potential  contami- 
nation of  some  of  the  world's 
premier  vineyards  by  a  large  re- 
finery and  petrochemical  plant  in 
the  heart  of  the  Bordeaux  wine 
country.  Within  smoking  distance, 
so  to  speak,  are  such  great  chateaux 
as  LaflBte,  Cos  D'Estournel,  Lynch 
Bages,  Mouton  Rothschild,  Latour 
and  both  Pichons.  One  New  York 
wine  merchant  is  even  recommend- 
ing against  buying  any  post-1968 
vintages  from  the  upper  Medoc 
district  of  Bordeaux  until  it  be- 
comes clear,  around  1975,  what 
effect,  if  any,  the  refinery  contam- 
inants will  have  upon  the  quality 
of  the  wine. 


BUSINESS 


Don'f  Wonf  Any 

The  old  gag,  "If  you  think  noth- 
ing's impossible,  tiy  to  get  off  a 
mailing  list,"  is  being  put  to  the 
test  in  seven  southern  states  by  the 
Direct  Mail  Advertising  Associa- 
tion. Under  a  new  program,  people 
in  Alabama,  Georgia,  Florida,  Mis- 
sissippi, North  Carolina,  South 
Carolbia  and  Tennessee  who  ob- 
ject strenuously  to  direct-mail  ad- 
vertising can  fill  out  a  fonn  asking 
to  be  put  on  a  "no-mail"  list, 
which  is  distributed  periodically 
to  DMAA  members  and  other  mail 


advertisers,  list  owners  and  list 
specialists.  Within  60  days,  says 
the  DMAA,  the  volume  of  direct- 
mail  advertising  should  begin  to 
drop— though  most  local  advertis- 
ers and  political  and  charitable 
mailings  would  not  be  affected. 

How  Big? 

If  today's  supermarkets  seem  big, 
■just  wait  a  while.  Supennarket  op- 
erators are  planning  to  make  a 
quantum  jump  from  today's 
22,000-square-foot  store  to  31,000- 
square-foot  units  that  will  cost  over 
$1  million  each.  The  new  ones  will 
be  so  big,  in  fact,  that  they  are  ex- 
pected to  include  customer  lounges 
for  footsore  shoppers. 


WASHINGTON 


A  Dollar  Here,  a  Dollar  There 

When  it  comes  to  levying  taxes, 
Washington  doesn't  seem  to  worry 
much  about  the  President's  price- 
freeze  program.  The  Interior  De- 
partment has  announced  that  it  is 
increasing  the  price  of  its  "duck 
stamp,"  the  federal  license  to  shoot 
ducks  and  geese,  from  $3  each  to 
$5.  The  hike  is  expected  to  raise  $2 
million  for  the  Department's  pro- 
gram of  land  purchases  for  water- 
fowl refuges.  ■ 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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O^ft^  Services  that  matter,         ^9  { 

i  ^  from  people  who  care.  ^ 


^ 


At  Carte  Blanctie,  we  care  About  wtio  carries  our  cord.  About  thie 

places  that  accept  our  card.  And  about  the  people  we  employ  to  protect  you  from 

that  old  game  of  computer  roulette.  D  It's  our  personal  approach  that  makes  us  different  from 

other  credit  cards,  free  or  fee.  You'll  like  it  D  While  there's  more  to  Carte  Blanche  than  you 

see  here— we're  adding  more  and  better  services  all  the  time— we  think  it's  enough  to  show  you  that  we're  out 

to  turn  the  charge  card  business  into  a  brand  new  game.  One  where  the  customer,  for  a  change,  wins.  Look  us  over. 


ie^Pi 


Carte  Blancrie  memDers 

mov  borrow  from  S1500  to  S5000  by  moll 

Extended  payment  plans  available 


'^(^O^y^BmA  ^Pl 


Carte  Blanche  is  honored 

bv  the  best  motels  and  hotels  wherever 

vou  go  on  business  or  vacations. 


cof**»"  lours 


Travel  planning  rne  world 

over  Extended  payments  available 

through  Carte  Blanche 


Gives  her  credit 

for  being  a  woman.  If  s  another 

Carte  Blanche  exclusive. 


■^jfi^^  Wherever  you    ^''eSj 

travel  you'll  find  our  familiar 

welcome  sign  waiting  for  you 


r? 


ge^oufonis 

A  wide 

world  of  carefully 

selected  dining  places. 


bospilob 

Guaranteed  admission  credit 

at  hundreds  of  selected  hospitals. 

Only  Carte  Blanche  has  it. 


^P 


^jefvke  slotloo, 


More  oil  companies  honor 

Carte  Blanche  than  any  other  travel 

and  entertainment  cord. 


^'i^e^midie^P 


oiHines 


We're  honored  by 

all  domestic  &  most  international  airlines. 

Extended  billing  available. 


'^^^B/dB^^^dMsme^P 

You're  entitled  to  the 

services  of  English-speaking 

doctors  in  75  countries. 


^ 


iJi 


^'i^t&^tmxJe^D 


lent-o-cQ, 


All  major  and  most  independent 
cor  rental  companies  welcome  our  card 

in  the  U.S.  and  overseas.         r)       I 


,CZZ) 


'^]i^S!^ej,^imme^P 

^'fiecoftj^'" 

Monthly  statement 

simplifies  bookkeeping,  substantiates 

tax  deductible  expenses,  too. 


'J 


CcnteBlonche, 

...make  me  a  winner! 

For  application,  moil  to 

Carte  Blanche,  Dept.FB-51 

Box  54116,  Los  Angeles,  CA  90054 


state 


Kicfchondis^ 

Prestige  personal 

and  gift  items  offered  through 

Carte  Blanche's  magazine. 


0 


»  Not  available  where  pfogram  is  restricted  or  protiibited  by  law  Calitomia  residents  serviced  by  Avco  Ttinft. 


Canadian 
Pacific 
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Progress  was  made  in  1971  toward  the  goal  of 
increasing  the  earnings  of  the  Company.  The  improve- 
ment in  general  business  conditions  which  took  place 
during  the  year  was  essential  to  this  achievement 
but  did  not  wholly  account  for  it.  At  least  as  important 
for  the  results  was  the  strengthened  capability  of  the 
Company  to  create  and  use  opportunities  in  a  wide 
range  of  service  and  production  activities. 

Total  earnings  forthe  year,  including  those  of 
subsidiaries,  were  $75.5  million,  an  increase  of  $9.8 
million,  or  140  per  Ordinary  share,  over  1970.  The 
increase  in  earnings  before  extraordinary  items  was 
$6.4  million,  or  90  per  Ordinary  share.  Dividends  on 
the  Ordinary  stock  were  increased  from  650  per  share 
in  1 970  to  660  in  1 971 .  The  increase  came  from  railway 
and  miscellaneous  sources. 

Net  railway  earnings  were  the  highest  since 
1 966.  CP  Rail  was  able  to  take  advantage  of  an 
upswing  in  the  economy  in  the  last  half  of  the  year  to 
overcomethe  disappointing  first  half,  which  was 
marked  by  unusually  severe  winter  weather,  work 
stoppages  and  a  strike  threat.  The  income  of  CP 
(Bermuda)  was  up  substantially,  as  a  result  of  a  larger 
fleet  and  the  temporary  availability  of  ships  for  spot 
charters.  Trucking  operations  produced  higher 
earnings.  CP  Air  succeeded  in  improving  its  earnings 
performance  through  rigorous  control  of  costs,  rather 
than  as  a  result  of  any  marked  increase  in  its  revenues. 
The  net  income  of  the  subsidiary  Soo  Line  Railroad 
Company  was  higher  and  so  were  that  company's 
dividend  payments. 

Income  of  Canadian  Pacific  Investments 
Limited  was  down  despite  growth  in  earnings  from  oil 
and  gas  and  hotels.  The  reduction  was  attributable  in 
large  measure  to  the  effect  of  the  higher  exchange 
value  'f  the  Canadian  dollar  on  the  results  of 
Comincr  Ltd.  and  on  the  various  forest  products 
companies  in  which  CPI  ha-  interests. 
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Canadian  Pacific  Limited 


1971  1970 

(in  thousands,  except  amounts  per  share) 

Summary  of  Earnings  of  the  Company  and 
its  Subsidiaries  and  of  Dividends  Declared 


Earnings  of  the  Company  and 
its  Subsidiaries 


Net  railway  earnings  .     .     . 
Other  income 

Income  before  fixed  charges 

Fixed  charges 

Income  from  railway  and 
miscellaneous  sources    .     , 

Income  (being  dividends 
received)  from  Canadian 
Pacific  Investments  Limited 
Canadian  Pacific  Air  Lines, 
Limited 

Total,  excluding  earnings 
retained  by  subsidiaries 
and  before  extraordinary 
Items 

Equity  in  earnings  retained 
by  subsidiaries       .... 

Total  before  extraordinary 
Items 

Extraordinary  items 
(C.P.L.  1971  -$1,848,000 

1970 -Nil)    .... 

Total 

Dividends  Declared 

On  7Vi%  Preferred  stock  . 

On  4%  Preference  stock    . 

On  Ordinary  stock 

From  railway  and 

miscellaneous  sources  .     .       $22,215        31^     $21,499        300 

Flow-through  from  Canadian 

Pacific  Investments  Limited         23,649        33         23,649        33 

Flow-through  from  Canadian 

Pacific  Air  lines,  Limited  1,433  2  1,433  2 


Per 
Ordinary 
Share 
$45,756 

( 
$38,392 

Per 

3rdinary 

Share 

26,591 

18,150 

72,347 

56,542 

33,768 

27,804 

38,579 

$0.49 

28,738 

$0.35 

23,649 

0.33 

23,649 

0.33 

1,433 

0.02 

1,433 

0.02 

63,661 

0.84 

53,820 

0.70 

6,995 

0.10 

10,350 

0.15 

70,656 

0.94 

64,170 

0.85 

4,884 

0.07 

1,507 

0.02 

$75,540 

$1.01 

$65,677 

$0.87 

$  1,464 

$     — 

$  1,938 

$  3,311 

I 


$47,297   660  $46,581    650 
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Special  interest 
draws  a  crowd. 

Some  special  interest  mag'azines  are  small,  some  are 
medium,  one  is  huRe, 

TV  Guide. 

(Xir  si)ecial  interest  sells  more  than  17,000,000  co]jies 
and  attracts  more  than  oo.S  million  adult  readers  every  week. 

Readers.  People  who  value  our  role  in  examining  and 
writing  al)out  the  wh( )le  ( )f  television. N( )t  just  what's  ( )n, but  what 
influence  it  has.  On  children,  on  political  elections,  on  education, 
on  freedoni  of  the  ])ress. 

Our  readers  also  read  advertisements.  Ad  readership 
])er  dollar  in  TV  Guide  is  usually  better  than  in  Life,  Digest  or 
any  of  the  women's  l)ooks. 

lieaders  and  readership.  The  combination  resulted 
in  more  advertising  pages  in  TV  (iuide  last  year 
than  in  Life,  Digest  or  any  of  the  women's  books. 

That  makes  two  crowds  we'i-e  drawing. 


TV 

GUIDE 
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Sell  with  the  one  that's  selling. 
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Sources:  ABC,  Simmons,  Slarch,  PIB. 


Facts  for  your  portfolio  on 


FERRO 


Record  1971  Sale^Eamings 
Achieved  by  Feno 

•  Ferro  set  record  earnings  of  $2.18  per  share  in  1971 ...  a  54% 
increase  over  1970. 

•  Ferro  sales  were  $167.5  million  —  11th  consecutive  year  of  sales 
growth. 

•  Ferro's  ten-year  average  annual  rate  of  growth  has  been  10% 
in  sales  and  11%  in  earnings. 

•  Half  of  Ferro's  sales  come  from  its  manufacturing  operations 
outside  the  U.S. 

•  Ferro  manufactures  specialty  materials  primarily  for  the  housing, 
appliance  and  household  furnishings  markets  around  the  world. 

Write  for  our  1971  Annual 

Report:  Dept.  F-501,  /T^®    C"  IZT  C3  E3  ^^ 


One  Erieview  Plaza, 
Cleveland,  Ohio  44114. 
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CORPORATION 


1980? 


Who  knows!  In  1962  there  were  only  40  Ramada  Inns.  Today  there 
are  over  460  open  or  under  construction  containing  over  56,000  rooms. 

And  it  looks  like  our  greatest  growth  is  yet  to  come.  By  1980  there'll 
be  more  highways.  More  leisure  time.  More  travel.  More  people.  More 
Ramada  Inns! 

Imagine  ...  if  you  invest  now  in  a  Ramada  Inn! 

You'll  have  all  this  growth  potential.  Plus  day-to-day  support  from 
Ramada  Inn  national  advertising  campaigns.  Affiliation  with  most  major 
credit  cards,  and  a  successful  referral  and 
reservations  system. 

If  you're  investing  for  tomorrow,  write 
today.  Ramada  Inns,  inc  ,  Franchise  Division, 
P.O.  Box  1 632,  Dept.  F2A5,  Phoenix,  Ariz  85001 . 


Growing  with  America 


14 


READERS  SAY 


Good  Warronf/es— Good  Money 

Sir:  Re  your  recent  comment  {Fact  h- 
Comment,  Apr.  1 )  that  "American  Mo-' 
tors  is  breaking  new  warrant}'  ground, 
and  if  it  doesn't  break  them,  it  could 
mak^  them."  Believe  me,  it  is  making  us, 
not  breaking  us. 

—Roy  D.  Chapin  Jr. 

Chairman 

American  Motors 

Detroit,  Mich. 

Miss  Sweden  .  .  . 

Sir:  If  I  wanted  pornography  in  my 
home,  I  would  subscribe  to  Playboy. 

—Fred  Lohmann 
Weiser,  Idaho 

Sir:  I  just  can't  wait  to  see  the  next 
issue  of  Playboy  .  .  .  does  it  have  a  steel 
mill  on  the  cover? 

—Janet  L.  Mangold 
Pittsburgh,  Pa. 

Sir:  I  would  like  to  express  my  pro- 
found disappointment  at  opening  the 
latest  issue  and  finding  no  centerfold. 

— R.  H.  Van  Fossen  Jb. 
Chicago,  111. 

Sir:  I  found  the  cover  very  attractive 
and  wonder  why  you  don't  do  it  more 
often— perhaps  issuing  larger  ones  suit- 
able for  framing. 

—Arthur  E.  Fox 
Miami,  Fla. 

Sir:  Disgraceful,  disgusting. 

— Bernadette  Fee 
New  York,  N.Y. 

Sir:  I'm  ashamed  that  the  mailman 
had  to  deUver  it  to  my  home. 

—Agnes  M.  Van  Norden 
Plainfield,  N.J. 

Sir:  If  you  plan  any  similar  covers, 
send  my  copy  in  a  plain  brown  wrap- 
per. I  have  my  image  to  maintain. 

-W.  P.  Dunlap 
Boothwyn,  Pa. 

Sir:  The  cover's  question  "Is  the 
life  style  [in  Sweden]  getting  too  cost- 
ly?" seems  to  be  answered  rather  perti- 
nently by  the  bra  and  diapers  worn  by 
the  comely  miss. 

—Mrs.  Fred  Horton 
Rockford,  111. 

Sir:  Request  immediate  cancellation 
of  my  subscription. 

— N.  W.  Knoernschild 
Milwaukee,  Wis. 


Sir:  Cancel 


Sir:  Cancel 


—Daniel  A.  Loewen 
Salt  Lake  City,  Utah 


—Richard  C.  Huelsman 
Fort  Lauderdale,  Fla.^ : 
{Continued  on  page  68) 

FORBES,    MAY   1,    1972 


Our  success  is  directly  linked  to  one 
important  human  factor:  the  desire 
of  both  business  and  the  private 
citizen  for  efficient  protection  from 
the  dangers  of  fire,  crime  and  human 
thoughtlessness. 

Our  Pyrotronics  Division  markets 
Pyr-A-Larm,  the  most  effective  early 
warning  detection  system  in  the 
world;  our  Wells  Fargo  divisions 
provide  Armored  Transport  &  Courier 
Services,  fire  and  intrusion  alarm 


systems,  security  guards,  investigative 
services  and  residential  alarm 
systems  and  patrol;  our  Chemical 
Concentrates  division  provides  a 
wide  range  of  fire  extinguishing 
chemicals;  and  our  Facility 
Services  division  provides  janitorial 
and  maintenance  service  as  well  as 
crowd  management. 

A  glance  at  our  earnings  statement 
will  show  you  that  when  it  comes 
to  protective  services  we  really 


perform.  We  like  to  think  that  an 
investment  in  Baker  Industries  is  an 
investment  in  a  secure  future. 

For  a  copy  of  our  Annual  Report 
write  to:  Donald  A.  McMahon, 
President,  Baker  Industries,  Inc., 
8  Ridgedale  Ave.,  Cedar  Knolls,  N.J. 
07927. 


^  Baker 

K^  industries,  Inc. 

[iNousTRiesJ  Aij^g  Protective  Service  Company' 


Baker  IndustrieSfthe 

protective  service  company^ 

is  now  on  tiie  Big  Board 

Symbol:  BAK 


ij^i^iw'-' 


A  five  year  average  compound  annual 

growth  rate  of  10%  on  common  stocks 

of  40  retirement  funds. 

That's  performance  consistency. 

That's  Manufacturers  Hanover  management. 


Last  year  was  very  good 
for  managing  retirement 
funds  at  Manufacturers 
Hanover. 

For  example,  we  took 
40  retirement  funds  with 
similar  objectives,  involv- 
ing over  $2  billion  with 
common  stock  holdings 
ranging  in  size  from 
$2  million  to  $200  million. 
We  then  determined  the 
average  rate  of  return 
the  common  stock  hold- 
ings produced,  including 
income. 

The  answer:  22.17%. 
The  individual  results  for 
these  40  funds  ranged 
from  15%  to  30%. 

During  the  same  time, 
the  Standard  &  Poor  500 
recorded  14.22%  and  the 
Dow-Jones  Industrials 
9.82%,  both  including 
income. 

But  to  separate  the 


consistent  investment 
performer  from  the 
sporadic,  you  really  have 
to  look  over  a  longer 
term. 

So  we  did.  And  in  the 
above  40  MHT- managed 
funds,  the  average 
compound  annual  rate 
of  return  for  the  last  five 
years  was  a  healthy  10%. 
Compared  to  8.3%  for 
theS&P500...and6.3% 
for  the  D-J  Industrials. 

Obviously  we  cannot 
make  promises  about 
future  performance,  nor 
that  every  account  will 
measure  up  to  our 
average  performance. 

But  we'd  welcome  the 
opportunity  of  providing 
you  the  full  story  of  our 
investment  performance. 
And  the  way  we  go 
about  achieving  results. 
Consistently. 


MANUFACTURERS  HANOVER 


Employee  Benefit  Trust  Department  350  Park  Ave.,  New  York,  N.Y.  10022 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 


ENERGY:   GAS, 

Rogers  Morton,  long-time  sensibly  liberal  GOP  politico 
and  now  Secretary  of  the  Interior,  recently  told  a  Congres- 
sional energy  hearing  that  higher  prices  for  natural  gas 
would  benefit  consumers. 

That  statement  is  neither  as  silly  nor  as  specious  as  it 
may  first  sound. 

Natural  gas,  the  least  polluting  major  energy  source, 
is  in  ever  more  demand  and  showing  ever  less  domestic 
reserves.  Despite  the  nearly  insatiable  market  for  gas, 
present  prices  are  regulated  so  low  that  there  is  virtually 
no  incentive  for  gas  companies  to  engage  in  the  expense 
of  finding  more  within  our  borders. 

Higher  prices  would  certainly  lessen  demand,  and  close 
the  present  too-wide  gap  between  the  price  of  the  do- 
mestic stuff  and  gas  imported  in  liquefied  form. 


OIL  &   ETHIC 

As  Sherlock  Holmes  used  to  say  to  his  sidekick,  "Elemen- 
tary, my  dear  Watson." 

*  «     *     * 

While  on  this  subject,  I  am  a  bit  bewildered  by  the  ar- 
guments of  some  that  increased  importation  of  oil  is  a 
threat  to  this  country's  security.  Using  less  of  what  we've 
got  would  seem  to  me  one  way  to  preserve  reserves. 

*  *     »     * 

One  further  energy  observation:  We  are  getting  to  the 
point  where  maybe  people  should  be  urged  to  use  less 
rather  than  more.  Changing  the  old  ethic  that  growth 
and  increased  consumption  are  synonymous  terms  may 
prove  difficult;  but  the  ecology  consciousness  of  so  many 
so  quickly  would  indicate  that  our  values  are  as  re- 
evaluatable  as  our  valuables. 


"WHERE  WE  ARE,  WE  MATTER" 


The  other  day  at  lunch  here  Flintkote's  astute  and 
toughly  able  new  CEO,  James  Moran,  made  this  observa- 
tion as  to  how  he's  directing  his  company  in  the  matter 
of  size: 

"Our  sales  are  big  and  will  get  bigger,  but  we  are  not 
and  do  not  aim  to  be  the  biggest  everywhere  in  all  the 
businesses  we  are  in.  We  are  structuring  ourselves  so  that 


where  we  are,  we'll  have  competitive  muscle;  where  we 
are,  we'll  have  a  major  share  of  the  business." 

Judging  by  Flintkote's  current  progress,  that's  just 
what's  happening. 

But  Jim  Moran's  basic  point  is  one  so  often  overlooked 
in  corporations  trying  to  be  ever  bigger  just  for  the  sake 
of  bigness  itself. 


THE  INSOLUBLE  IRISH 


In  this  Land  where  one's  religious  affiliation  (if  any)  is 
a  matter  of  less-than-lethal  intensity  to  most  of  the  cit- 
izenry, it's  hard  to  realize  that  it's  a  matter  of  life  and 
very  often  death  to  multimillions  in  India,  Pakistan,  Ban- 
gladesh, as  well  as  being  basic  in  Israeli-Arab  warring. 

And  for  more  decades  than  London  politicos  like  to  re- 


member, Ireland's  religious  strife  has  been  making  and  un- 
making British  parliaments  and  prime  ministers. 

Maybe  in  some  respects  it's  not  all  bad  that  lots  of  us 
don't  feel  so  dedicated  to  our  respective  faiths  that  we're 
willing  to  persecute,  kill  and  murder  those  not  sharing  our 
personal  brand  of  Enlightenment. 
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OUR  AIRPORTS  SHOULD  DO  IT  TOO 


The  British  now  charge  substantially  higher  fees  for 
planes  taking  off  and  landing  during  peak  traffic  hours  at 
London  airports. 

The  retiring  head  of  the  authority  that  runs  them, 
Sir  Peter  Masefield  told  Forbes  (see  p.  50):  "Like  many 
U.S.  airports,  Heathrow  is  not  short  of  runways  or  facili- 
ties on  a  year  round,  24-hour-a-day  basis.  The  trouble  is 
that  everyone  wants  to  land  in  peak  hours,  peak  days  and 
peak  months.  We  are  starting  to  tax  these  golden  hours." 


If  the  difference  in  landing  fees  doesn't  spread  the  traf- 
fic, Masefield  continued,  it  can  be  widened  until  it  is 
"more  profitable  for  airlines  to  think  in  terms  of  landing 
during  nonpeak  hours." 

Despite  some  inconvenience,  we  passengers  have  to  go 
when  the  planes  go  to  wherever  it  is  we  are  going.  Cer- 
tainly getting  full  use  out  of  existing  airports  is  infinitely 
preferable  to  building  hundreds  of  millions  of  dollars 
worth  of  additional  airports  just  to  handle  peak  traffic. 


A  GOOD  GIANT  STUMBLES 


It's  always  a  disappointment  when  we  witness  a  Good 
and  Godly  Corporation  hit  the  low  road  after  decades  on 
the  high  one. 

In  the  quality  and  ingenuity  of  its  products;  in  its  treat- 
ment of  employees,  distributors,  and  customers;  in  its  pub- 
lic relations  and  advertising,  Caterpillar  for  years  has  al- 
ways been  an  outstanding  example  of  enlightened  self- 
interest. 


Their  current  advertising— blatant  car-accident  scare 
stuff— lobbies  all  out  for  making  secondary  roads  wider, 
straighter,  flatter— as  if  road  spending  didn't  have  a  suf- 
ficient hunk  of  present  government  revenues,  as  if  there 
were  not  other  crying  needs  needing  a  tiny  fraction  of  the 
money  being  spent  on  highways. 

I  guess  Caterpillar  has  accustomed  us  to  expecting  a 
broader  view  from  them  than  this  crude  self-serving. 


YOU  SHOULD  SEE  THESE 


Millions  of  Americans  don't  bother  to  go  to  movies  any- 
more. But  currently  there  are  several  good  reasons  to  get 
out  and  go.  Here  are  eight: 

The  Godfather.  This  film  is  as  good  as  or  better  than  all 
you've  read  or  heard  about  it.  If  Gulf  &  Western's  Charles 
Bluhdorn  produces  another  one  or  two  even  half  as 
good  as  this  one,  he  could  end  up  as  stockholders'  Man 
of  the  Year. 

The  French  Connection.  This  is  not  merely  a  suspense- 
ful  crime  thriller  to  equal  anything  Alfred  Hitchcock  did 
in  his  best  days,  it  is  also  a  rare  near-documentary  depic- 
tion of  one  of  the  many  thousands  of  imaginative  ways 
used  to  get  hard  dope  into  the  U.S. 

Outback.  While  Australian  outbackers  won't  enthuse, 
this  remorseless  film  is  exactly  as  New  York  magazine's  dis- 
cerning critic,  Judith  Crist,  describes  it:  "A  ruthless  and 
fascinating  study  of  'frontier'  machismo.  A  piercing 
display  of  what  can  be  found  beneath  the  cultured  veneer 
so  many  of  us  wear." 

Clockwork  Orange.  I  came  away  not  quite  knowing  what 
the  message  is,  but  this  brutal  bloodbath  certainly  has 
one  or  two  or  three  or  more.  I  think  the  moral  is  intended 
to  be  as  good  as  the  morals  are  not. 


♦  ♦  «  « 


With  nightmarish  violence  and  blood,  brains  and  guts 


splattered  all  over  the  aforementioned  four,  it  is  a  plea- 
sure to  point  to  four  no-gore  films: 

Russia.  A  quiet  showing  of  lives  and  living  throughout 
vast  Russia.  Though  it  is  disconcerting  to  see  sprinkled 
throughout  the  film  obviously  scrubbed-up  scenes,  most 
come  through  as  real.  You  come  away  with  a  better  literal 
picture  of  Russia  and  Russians. 

Evel  Knievel.  If  you  are  still  unenlightened  enough  to 
have  a  thing  against  motorcycles,  this  refreshingly  uncom- 
plicated film  of  cycledom's  most  publicized  bonebreaker 
will  provide  a  nontraumatic,  unmessaged,  thoroughly  en- 
joyable evening's  fare. 

The  Sorroiv  and  the  Pity.  A  bone-chilling,  soul-shrivel- 
ing, 4M-hour  documentary  of  rhetoricless  recollections  of 
life  and  attitudes  in  occupied  France  from  1940  to  WW 
II's  end.  Newsreels  give  stark  impact  to  the  memories.  The 
ready  accommodation  of  most  to  their  conquest  stuns  one. 
It's  no  wonder  the  film  is  banned  on  French  TV. 

The  Last  Picture  Show.  I  have  never,  ever  understood 
why  word  workers  of  the  world  nearly  always  paint 
Growing  Up  years  with  rose-colored  nostalgia.  Those  years 
are  more  often  hard,  sad,  and  the  shedding  of  youthful 
illusions  and  idealism  is  called  maturing.  This  stark,  ten- 
der film  is  the  best  depiction  of  the  last  couple  of  years 
in  the  Growing  Up  process  I've  seen. 


OBSERVATION 

A  man  who  enjoys  responsibility  usually  gets  it.  A  man 
who  merely  likes  exercising  authority  usually  loses  it. 
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STANDARD 

You  can  easily  judge  the  character  of  a  man  by  how 
he  treats  those  who  can  do  nothing  for  him  or  to  him. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 
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MAJOR  MONEY  MAN  FLAYS   MODERN  PHARISEES 

Excerpts  from  an  Address  by  Walter  B.  Wriston,  chairman.  First  National  City  Corp. 


Many  \ears  ago,  I  had  a  teacher  who  advised  the  mem- 
bers of  his  class  that  \vhene\er  we  read  a  new  book,  we 
should  go  back  and  read  an  old  one.  So,  after  having  read 
a  great  deal  about  toda\'s  problems,  I  went  back  to  a  very 
old  book  written  by  a  man  named  Luke.  In  his  eighteenth 
chapter,  he  described  how  a  Pharisee  went  into  the  tem- 
ple to  pra\'.  He  ad\ised  the  Lord  that  he  paid  his  taxes, 
fasted  twice  a  week  and  thanked  Him  that  he  was  not  as 
other  men  with  all  their  human  frailties.  Like  many  a  phar- 
isaical  statement  today,  it  was  ostensibly  ad- 
dressed to  one  audience— the  Lord— but  the 
purpose  of  the  loud  voice  was  to  reach 
a  different  audience,  his  fellow  men. 

The  world  today  is  full  of  modern  Phari- 
sees who  thank  the  Lord  not  only  in  the 
temple,  but  on  network  television  that  they 
are  not  as  other  men.  They  thank  Him  that 
they  alone  have  absolute  answers  to  com- 
plex problems  and  are  imbued  with  a  clear 
vision  of  how  to  set  the  world  right.  They 
alone  have  the  program  that  protects  the 
public  interest. 

No  problem  area  in  our  society,  nor  any 
comer  of  our  country,  is  free  from  the 
chant  of  the  modern  Pharisee.  Some  la- 
bor unions  have  constructed  work  rules 
that  are  totally  out  of  step  with  the  reali- 
ties of  the  20th  century.  They  explain  them 
by  saying  that,  fortunately,  they  are  not  as 
other  men.  Thev  claim  to  be  intent  only  up- 
on preseiA'ing  the  right  of  an  individual  to 
his  job.  The  public  interest  is  not  recognized. 

Illustrations  aboinul,  but  at  a  time  when 
the  largest  railroad  in  .America  is  in  bank- 
ruptc),  it  takes  a  particularK  self-righteous  Pharisee  to 
continue  to  maintain  that  a  day's  work  should  be  measured 
by  100  miles  of  travel  on  a  railroad,  when  it  is  not  un- 
usual for  that  distance  to  Ix;  covered  in  90  minutes.  They 
pa\  no  heed  to  the  fact  that  workers,  as  well  as  managers 
and  stockholders,  have  responsibilities  to  the  public. 

The  business  community  is  also  replete  with  modern 
Pharisees.  They  are  sometimes  so  laggard  in  responding 
to  changing  value  systems  that  reform  is  deferred  until 
almost  too  late.  It  is  not  entirely  uiujsual  to  hear  a  busi- 
nessman say,  for  example,  that  we  could  solve  all  our  eco- 
nomic problems  if  only  Americans  would  go  back  to  work. 
This  simplistic  view  may  not  be  widespread,  but  it  sur- 
faces from  time  to  time.  If  those  of  us  in  business  were  to 
give  ourselves  a  critical  self-examination,  we  might  be 
forced  to  agree  with  Peter  Drucker  who  pointed  out  re- 
centK  that  he  knew  "of  no  company  where  a  sharp  cut  in 
the  number  of  executives  wouldn't  be  a  real  improvement." 

The  government  sector  is  the  favorite  spawning  ground 
of  the  Pharisee.  Often,  for  instance,  you  can  spend  an  en- 
tire year  working  your  way  through  the  bureaucratic 
labyrinth  to  get  approval  for  the  wording  of  a  label  on 
an  aspirin  bottle.  At  all  levels,  we  seem  to  be  dealing,  not 
with  entities  organized  to  implement  the  achievement  of 
national  goals,  but  with  memorials  to  old  problems. 

Among  the  pharisaical  groups  in  society,  the  media 
must  certainly  be  included.  In  the  name  of  freedom  of  the 
press,  reporters  refuse  to  disclose  their  sources;  yet  they 
are  ruthless  in  the  invasion  of  privacy.  What  a  Supreme 
Court  justice  defined  "as  the  right  to  be  let  alone,"  and  to 
which  he  assigned  primacy,  no  longer  is  respected  by  the 
media.  The  freedom  of  the  press  is  a  fundamental  of  our 
Republic,  but  is  only  one  of  the  freedoms  guaranteed  by 


Walter  B.  Wriston 


the  Bill  of  Rights;  it  is  not  superior  to  all  others.  .  .  . 
Whatever  their  origin— business,  labor,  government, 
academe,  religion,  the  media,  the  right  or  the  left,  in  the 
U.S.  or  abroad— the  modern  Pharisees  have  nurtured  sim- 
plified nonsolutions  of  urgent  issues;  they  promote  a  dan- 
gerous confusion  of  ends  and  means. 

In  order  to  be  a  really  effective  Pharisee,  one  must  live 
entirely  in  the  present  and  the  future,  and  ignore  the 
past.  By  making  believe  that  history  does  not  exist,  the 
modern  Pharisee  can  produce  nothing 
against  which  to  measure  the  current  prog- 
ress—or failures— of  mankind. 

We  are  very  properly  concerned  about 
our  environment,  and  we  have  increasing 
evidence  of  the  damage  that  we  do  to  it. 
Recently,  many  eminent  scientists,  some  of 
whom  should  have  known  better,  predicted 
the  end  of  our  world  in  much  the  same 
manner  that  soothsayers  since  the  beginning 
of  time  have  done  repeatedly.  .  .  . 

Most  modern  Pharisees  who  take  abso- 
lute positions  on  complicated  questions  fail 
to  recognize  that  life  is  a  trade-off,  not  just 
of  the  known,  but  also  of  the  unknown.  .  .  . 

Despite  all  that  mankind  has  learned, 
many  people  still  cling  to  the  hope  that  real 
expertise  in  one  field  makes  one  knowl- 
edgeable in  another.  Many  will  recall  that 
Henry  Ford,  who  displayed  genius  in  bring- 
ing a  low-cost  car  to  the  American  people, 
also  entered  the  field  of  diplomacy  only  to 
find  that  his  peace  ship  was  a  failure.  .  .  . 

Norman  Macrae  of  the  London  Econo- 
mist pointed  out  that  in  every  human  life- 
time it  is  not  only  possible,  but  tempting,  to  prophesy  some 
ineluctable  disaster  "by  foreseeing  future  .  .  .  trends— and 
yet  assuming  no  change  in  technology."  Since  the  oldest 
Englishman  was  born  around  1880,  he  must  have  expand- 
ed by  several  hundredfold  the  number  of  miles  he  travels 
annually,  and  since  the  population  of  England  has  almost 
doubled  in  the  meantime,  travel  must  have  increased  im- 
men.sely.  When  the  oldest  man  now  living  was  a  child,  it 
could  have  been  "proved"  that  this  amount  of  travel  would 
be  impossible,  since  one  could  not  find  the  stables  for  the 
thousands  of  horses  that  would  have  been  required  in 
1880  to  make  such  mass  mobility  a  reality.  What's  more, 
"even  if  cleaning  of  the  streets  .  .  .  became  the  capital's 
largest  industry,"  the  city  was  bound  to  be  asphyxiated. 

What  I  am  suggesting  is  not  that  we  do  not  have  to  do 
better.  "The  essential  thing  now,"  as  Lord  Snow  cautioned  us 
wisely,  "is  for  Americans  to  keep  their  heads.  .  .  .  Ameri- 
can society  is  much  tougher  and  fundamentally  stabler 
than  some  of  my  American  friends  seem  to  think." 

Here,  surely,  is  a  lesson  for  the  modern  Pharisee  who  has 
not  only  endangered  perspective  with  his  sweeping  pro- 
nouncements, but  has  propagated  a  wide  confusion  of  ends 
and  means.  If  we  ask  why  we  want  to  eliminate  poverty  or 
improve  education  or  right  all  the  wrongs  we  have  done  to 
ourselves,  our  answer  must  be  simply  to  bring  a  larger 
measure  of  freedom  and  justice  to  every  individual.  That 
is  our  final  objective,  and  no  single  path  leads  directly  to  it. 
Foreign  observers,  as  well  as  American  historians,  see 
us  as  a  nation  with  a  credo,  and  however  often  we  pro- 
claim the  end  of  ideology  we  remain,  nevertheless,  a  value- 
conscious  people.  From  the  very  beginning,  the  message 
is  the  same— a  persistent  belief  in  liberalism  and  an  abid- 
ing respect  for  the  individual. 
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Before  you  choose 

an  insurance  broker 

talk  to  one  of  the  top  four. 


i  I'.- 
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The  one  that  covers  nearly  half 

the  Pacific  Northwest  canned 

salmon  pack:  Frank  B.  Hall  &  Co. 


We  may  be  one  of  the  biggest  insurance 
brokers  in  America  but  it's  not  our  size  alone  that 
makes  us  so  popular  with  such  a  widevariety  of  clients. 
Frank  B.  Hall  is  their  special  choice  because  we  give 
them  the  kind  of  personal  care  and  attention  no  other 
broker  can  match. 

We  assign  each  of  our  clients  a  single  execu- 
tive who  coordinates  all  phases  of  their  account.  He's 
a  real  expert  in  their  field  with  the  kind  of  personal 
experience  in  his  own  background  that  lets  him  talk 
the  same  language.  So  he  can  advise  on  all  possible 
ways  of  reducing  risks  and  insurance  costs.  His  access 
to  all  the  other  Hall  specialists  assures  his  clients  that 
they'll  get  an  expert  opinion  on  any  question  without 
having  to  make  dozens  of  phone  calls. 


Frank  B.  Hall  adds  to  this  personal  service  the 
professional  expertise  that  comes  from  having  been 
around  a  long,  long  time.  Frank  B.  Hall  in  Seattle, 
Washington,  which  serves  the  Pacific  Northwest  sal- 
mon industry,  for  example,  has  been  custom-tailoring 
plans  to  its  clients'  exact  needs  for  over  35  years.  And 
finding  them  the  best  carriers  to  service  those  plans  at 
a  cost  that  makes  sense.  That's  why  it's  the  choice  of 
the  packers  that  handle  nearly  50  per  cent  of  the 
Pacific  Northwest  canned  salmon  catch. 

So  if  you  need  an  insurance  broker  right  now, 
which  one  of  the  top  four  would  you  call  first? 


Frank  B.  FHaii  &Co,  Inc. 

Frank  B.  Hall  keeps  you  in  good  company. 


Average  Adjusters.  Employee  Benefits  Consultants. 

Offices  in:  Adelaide,  Anctiorage,  Atlanta,  Boston,  Brisbane,  Caracas,  Cedar  Rapids,  Chicago,  Coral  Gables,  Dallas, 

Detroit,  Hong  Kong,  Honolulu,  Jacksonville,  Los  Angeles,  London,  Melbourne,  Mexico  City,  New  Orleans,  New  York, 

Oakland,  Orlando,  Oslo,  Perth,  Philadelphia,  Pittsburgh,  Portland,  Ore.,  Providence,  Salinas,  San  Francisco, 

Seattle,  Sydney,  Tel  Aviv,  Washington,  D.C. 


Forbes 

A  Song  of  Wall  Street 

Oh,  sing  me  a  song  of  write-offs, 
Of  turnarounds  and  tilings,- 

OfhigtiP/Es 

Short  memories 
And  story  stocks  with  wings. 


John  L.  Hanigan,  president 
of  Chicago's  Brunswick  Corp. 
isn't  talking  to  the  press  these 
da>s.  Now  why  is  that? 
Hasn't  he  achieved  one  of  the 
great  corporate  turnarounds 
of  recent  years?  Why  hide 
such  a  hght  under  a  barrel? 

Brunswick  was  flat  on  its 
back  when  Hanigan  took  over 
as  chief  e\ecuti\e  in  1965. 
That  year  Brunswick  lost 
STB. 9  million— after  taxes— 
when  the  bowling  boom  col- 
lapsed, bankrupting  Bruns- 
wick's customers-debtors  by  the  hun- 
dreds. The  rest  of  the  company  wasn't 
in  much  better  shape.  And  Brunswick 
was  leveraged  to  the  hilt  with  $202 
million  in  long-term  debt  against  just 
S132  million  in  stockholders' ecjuity. 

Enter  Hanigan.  Since  1966  Bruns- 
wick's net  income  has  shot  up  more 
than  eightfold  from  $3.1  million  to 
last  year's  $2-5.7  million— six  straight 
years  of  handsome  gains,  without 
benefit  of  a  tax-loss  carryforward. 

No  tax  credit?  With  all  those  losses? 
It  turned  out  that  much  of  Brunswick's 
earlier  profits  weren't  profits  at  all; 
just  a  bookkeeping  entry  based  on 
credit  sales  that  went  bad.  Never  hav- 
ing been  taxable,  these  former  "prof- 
its" did  not,  therefore,  give  rise  to  a 
tax  credit.  The  upshot  was  that  Hani- 
gan had  to  achieve  his  turnaround 
with  fully  taxed  dollars,  despite  a  se- 
vere recession  and  the  payback  of 
nearly  50%  of  its  long-term  debt. 

Enchanted  by  all  this,  the  stock 
market  took  Brunswick  to  its  heart. 
Forgetting  that  the  stock  had  been 
one  of  the  great  disasters  of  1962  (it 
plunged  from  over  50  to  13  in  a  mat- 
ter of  months),  investors  made  Bruns- 
wick one  of  the  great  performers  of 
the  past  two  years;  since  mid-1970  it 
has  zoomed  from  10  to  52  and  now 
sells  at  a  rarified  38  times  earnings. 

Yet  John  Hanigan  does  not  seem 
anxious  to  talk  about  his  accomplish- 
ment. Can  it  be  that  Brunswick's 
turnaround,  like  those  earlier  earnings, 


is  not  quite  so  substantial  after  all? 
The  official  reason  he  won't  talk 
with  the  press— in  the  words  of  a 
Bnmswick  public  relations  man— is 
this:  "He  doesn't  want  to  seem  to  be 
touting  his  stock."  Actually,  Hanigan 
is  only  shy  with  the  press:  He  likes 
talking  with  security  analysts.  On  Feb. 
10  he  reminded  a  group  of  them  in 
Chicago  that  Brunswick  had  achieved 
a  50%  annual  compounded  earnings 
rate  in  the  past  five  years  (although 
he  didn't  remind  them  of  the  de- 
pressed level  from  which  this  "growth" 
was  achieved).  He  then  threw  .some 
figures  at  them  suggesting  that  Bruns- 
wick would  be  earning  $2.50  or  so  a 
share  in  the  "foreseeable  future"— as 
against  last  year's  record  $1.37.  Im- 
pressive figures  these.  Can  it  be  that 
Hanigan  shies  from  presenting  them 
to  the  press  for  fear  that  someone  may 
challenge  his  underlying  assumptions? 

The  Omissions 

There  are  a  few  things  Hanigan  ne- 
glected to  mention  in  that  February 
speech  to  analysts.  Like  the  fact  that 
Brunswick  is  in  hot  water  with  the  In- 
ternal Revenue  Service.  Last  Decem- 
ber the  IRS  charged  that  Brunswick 
owed  the  Government  $42  million 
in  back  taxes  for  the  years  1962-65, 
plus  interest,  plus  a  $2.1-million  penal- 
ty for  negligence,  nearly  $2.50  a  share. 
The  IRS  charged  that  Brunswick  had 
grossly  undervalued  the  worth  of  re- 
possessed bowling  equipment  and  im- 


properly   deducted    reserves 
for  losses  on  receivables. 

Bear  with  us  a  moment 
while  we  try  to  explain  this 
complicated  situation.  Ex- 
plain it  we  must  because  it 
throws  in  question  the  quality 
of  the  earnings  that  the  com- 
pany has  been  reporting. 

Back  in  1965  Brunswick 
took  a  king-sized  write-off, 
$129  million  before  offsetting 
tax  reserves.  Most  of  the 
write-off  was  against  receiv- 
ables, which  fell  in  just  two 
years  from  nearly  $500  million  to  $319 
million.  In  many  cases,  perfectly 
good  equipment  was  written  down  to 
scrap  value,  almost  nothing. 

There  is  reason  to  believe  that 
Brunswick  did  more  than  merely  cor- 
rect past  mistakes.  That,  in  fact,  Bruns- 
wick wrote  oft  too  much.  If  this  is 
true,  much  of  Brunswick's  recent  earn- 
ings gains  are  inventory  profits,  not 
true  operating  profits.  And  more  such 
"profits"  may  be  in  the  pipeline.  Right 
now  Brunswick  is  profitably  operating 
some  200  bowling  alleys,  most  of  them 
repossessed  and  written  down  sharply, 
although  not  to  salvage  value.  Pre- 
sumably it  will  be  able  to  sell  these 
for  far  more  money  than  they  are  car- 
ried for  on  the  books— though  not 
necessarily  more  than  they  cost  in  the 
first  place.  It  has  already  resold  sev- 
eral such  repossessed  bowling  alleys, 
and  the  profits  on  resale  of  bowling 
equipment  have  been  "veiy  substan- 
tial," company  financial  men  concede. 
In  defense  of  their  position,  Bruns- 
wick financial  men  claim  they  only 
wrote  down  the  worth  of  the  repos- 
sessed equipment  after  consultation 
with  the  New  York  Stock  Exchange, 
the  Securities  &  Exchange  Commis- 
sion, their  auditors  and  a  host  of  oth- 
ers. Besides,  they  say,  Brunswick  has 
paid  standard  corporate  taxes  on  those 
resale  profits  and  is  in  line  for  refunds 
of  up  to  $30  million  even  if  the  IRS 
wins  its  suit. 

Perhaps,  but  it  is  a  fact  that  as  re- 
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cently  as  1969,  long  after  things  had 
improved  markedly  in  the  bowling 
business,  Brunswick  continued  to  write 
down  to  salvage  value  bowHng  equip- 
ment that  it  repossessed.  Bowling 
equipment  it  must  have  known  it  could 
resell  at  enormous  profits. 

In  the  light  of  all  this,  how  real 
are  Brunswick's  gains  since  the  mid- 
Sixties?  A  good  question.  Consider 
this.  Its  pretax  operating  income  even 
in  the  record  year  1971  came  to  only 
11.3%  of  sales  as  compared  with  rival 
AMF's  15.2%.  And  for  all  of  its  appar- 
ent earnings  growth,  Brunswick  last 
year  earned  just  12%  on  stockholders' 
equity,  a  ho-hum  showing  that  puts 
the  company  at  a  merely  average  level 
of  profitability. 

Considering  the  wild  fluctuations 
and   the   complex   bookkeeping,   it  is 


very  hard  to  know  what  Brunswick's 
true  earning  power  is.  One  fair  way  to 
measure  it  is  to  strike  a  long-term  av- 
erage, in  this  way  ironing  out  the  fluc- 
tuations. In  Bmnswick's  case,  the  av- 
erage is  sadly  unimpressive:  Over  the 
past  decade  it  has  averaged  about 
$3.4  million  a  year  in  net,  less  than  1 
cent  on  the  sales  dollar  and  less  than 
20  cents  a  common  share. 

To  his  credit,  Hanigan  has  man- 
aged to  get  rid  of  such  perennial 
Brunswick  trouble  spots  as  its  yacht 
division  (in  the  red),  its  school  equip- 
ment divi.sion  (marginal)  and  its  cloth- 
ing business  (also  marginal). 

Today  Brunswick's  earnings  come 
chiefly  from  three  sources:  Mercury 
marine  motors,  the  Sherwood  Medical 
Industries  subsidiary  (disposable  nee- 
dles, diagnostic  equipment  and  rubber 


gloves)  and  bowling.  For  this,  Wall 
Street  loves  the  company.  It's  in  lei- 
sure, health  and  outdoor  recreation. 
But  the  fact  is  that  in  the  first  two  it 
faces  stiff  competition  from  much 
larger,  established  companies,  and  the 
long-range  prospects  in  bowling  are 
at  best  uncertain. 

Perhaps  it's  not  so  surprising  after 
all  that  John  Hanigan  doesn't  want  to 
talk  with  the  press.  His  bigger  com- 
petitor in  bowling,  AMF— with  a  bet- 
ter profitability  showing  than  Bruns- 
wick's—sells at  only  28  times  earnings. 
In  outboard  engines,  a  bigger  compet- 
itor. Outboard  Marine,  goes  for  only 
20  times  earnings.  Could  it  be  that 
John  Hanigan  feels  a  little  vulnerable 
out  there  at  38  times  earnings? 

Suppose  one  of  those  reporters 
turned  out  to  be  skeptical?  ■ 


What  Housing  Boom? 


Today's  boom  could  be  tomorrow's  bust,  says  one  man  who  has  studied  the  numbers. 


John  H.  Zammito  is  about  the  last 
person  you'd  expect  to  challenge  the 
experts'  bullish  predictions  of  a  dec- 
ade-long housing  boom.  At  age  24, 
he  has  been  gainfully  employed  for 
just  six  months,  with  broker  Morgan, 
Keegan  &  Co.  of  Memphis,  Tenn., 
where  thus  far  Zammito  has  concen- 
trated his  research  on  regional  south- 
ern companies. 

Doubfful 

But  Zammito,  who  studied  at  the 
economics  department  at  the  graduate 
school  of  the  University  of  Texas  until 
last  summer,  isn't  taking  sources  for 
granted.  He  has  just  spent  a  couple 
of  months  looking  into  those  sources, 
books,  reports  and  studies  on  housing 
supply  and  demand.  As  he  put  it  to 
Forbes,  "It  was  an  increasing  un- 
happiness  with  the  variance  of  the 
supposedly  professional  estimates  that 
led  me  to  gather  material  and  see 
what  they  were  talking  about.  The 
more  I  looked  into  it,  the  less  I  could 
believe  the  numbers." 

Those  experts,  Zammito  says,  are 
forecasting  demands  for  new  housing 
in  the  Seventies  of  anywhere  from 
22  million  up  to  29  million  units. 
Even  the  Government  predicts  26  mil- 
lion, an  annual  average  of  2.6  million 
units.  That's  a  boom. 

But  about  the  only  aspect  of  hous- 
ing demand  that  anyone  can  forecast 
fairly  accurately  is  new  household 
formation,  because  it's  based  on  peo- 
ple alread\'  born.  Families  entering 
llicir  nn(l-20s,  the  family  fonnation 
age,  ill  this  decade  will  number  about 
II  million,  aceoiding  to  these  figures. 


Where  will  the  demand  for  the  re- 
maining 12  million  new  units  come 
from— to  reach  even  the  Government's 
prediction? 

From  five  other  areas,  none  of 
which  can  be  forecast  accurately.  The 
first  three  are  federal  housing  pro- 
grams, existing  vacancy  rates  (the  per- 
centage of  existing  units  not  occupied) 
and  the  second-home  market.  How- 
ever, Zammito  doesn't  believe  the  dif- 
ferences in  these  estimates  are  sig- 
nificant, even  though  they  are  far 
from  certain. 

The  real  points  of  difference  be- 
tween the  consensus  and  him  are  in 
the  remaining  two  factors  in  housing 
demand,  the  so-called  "rate  of  re- 
moval"—the  rate  at  which  housing 
units  are  eliminated  by  abandonment, 
demolition,  etc.— and  pent-up  demand. 


"There  simply  isn't  a  good  indicator 
of  the  rate  of  removal,"  he  under- 
scores. "Estimates  differ  by  300,000 
units."  As  for  pent-up  demand,  he 
continues,  "It's  very  hard  for  anyone 
to  say  when  people  who  already  have 
some  form  of  housing  are  dissatisfied 
enough  with  it  to  move." 

Unbelieving 

Zammito  simply  doesn't  believe  the 
experts  who  predict  that  enough 
dwellings  will  be  removed  from  the 
market  or  that  enough  families  will 
move  from  apartments  into  single- 
unit  dwellings  to  bring  the  demand 
for  new  housing  to  the  26-million 
level  in  the  Seventies. 

In  fact,  Zammito's  conclusion  from 
his  numbers  game  is  that  total  de- 
mand will  sustain  new  buildings  of 
no  more  than  2  million  conventional 
units  a  year  for  the  rest  of  the  dec- 
ade, compared  with  last  year's  2  mil- 
lion and  the  rate  of  2.25  million  so 
far  this  year.  "If  the  building  in- 
dustry takes  too  much  of  a  finite  pie 
too  early  in  the  decade,  it  may  run  into 
trouble  later,"  he  warns,  pointing  out 
that  vacancies  are  already  beginning 
to  multiply  in  multi-unit  dwellings  in 
California,  Texas  and  Florida. 

How  good  are  Zammito's  estimates? 
As  he  himself  is  the  first  to  point  out: 
"I'm  in  the  same  position  as  anyone 
else  making  estimates  of  demand; 
I  have  the  same  major  imcertainties. 
My  whole  point  is  that  we  don't  have 
very  strong  grounding  on  what  the 
demand  will  be"— an  unsettling  un- 
certainty on  which  the  future  health 
of  the  economy  could  depend.   ■ 
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Howard  Hughes 


Did  this  billionaire  pay  only  $20,000  a  year  in  per- 
sonal income   taxes?  His  former  business  manager 
says,  "Yes." 


Reading  about  his  escapades,  a 
good  many  people  wonder  how  How- 
ard Hughes  ever  became  a  billionaire. 
His  original  inheritance  was  a  modest 
one.  His  business  errors  were  gargan- 
tuan. How  then  did  he  build  a  mighty 
business  empire? 

The  anstvers  to  these  questions  are 
far  more  startling  than  any  scandals 
about  Hughes'  love  life  or  about  Clif- 
ford Irving.  One  version  was  given  to 
Forbes  late  last  month  by  Noah  Die- 
trich, 84,  the  ex-certified  public  ac- 
countant who  ran  Hughes'  empire  for 
over  30  years  and  who  is  author  of 
one  of  the  most  fascinating  nonfiction 
books  of  recent  years,  Howard:  The 
Amazing  Mr.  Hughes.* 

Dietrich:  Howard's  mother  died 
when  he  was  16,  and  his  father  when 
he  was  18.  The  only  asset  of  real  value 
he  inherited  was  the  Tool  Co.  stock— 
75%.  Some  older  relatives  moved  in  on 
Houston  expecting  to  take  over  man- 
agement of  the  plant  with  their  25% 
interest,  but  after  one  year's  arm's- 
length  trading,  thev  finallv  consented 
to  sell  their  251  for  $325,000.  The 
company  bought  this  stock  and  fixed 
the  market  value  at  Sl.S  million. 

That  was  in  1925  and  that  was  the 
extent  of  Hughes'  inheritance,  just 
over  $1  million.  Dietrich  explained 
that  the  company  was  never  that 
much  of  a  moneymaker  until  after 
World  War  H.  Here  Dietrich  explains 
how  Hughes  hit  the  big  time. 

What  made  everything  possible  was 
the  changes  we  made  at  the  Tool  Co. 
in  Houston  after  World  War  II.  The 
Tool  Co.  was  an  antiquated  wheel- 
barrow type  of  operation,  and  I'd  been 
pointing  out  to  him  for  years  that  the 
business  was  not  being  properly  ex- 
'ploited.  Finally  he  said,  "All  right, 
take  it  and  make  it  go." 

I  had  the  good  fortune  of  getting 
Fred  Ayers  from  General  Motors,  the 
most  outstanding  production  engineer 
in  the  world  in  my  opinion,  and  I  said, 
"Here's  five  million  bucks;  I  want  this 
plant  modernized."  Then  Ayers  went 
out  and  put  in  a  production  line. 
When  he  got  through,  he  had  built 
up  profits— from  a  previous  maximum 
of  only  $6  million  to  $60  million  pre- 
tax with  no  appreciable  increase  in 
business.  Actually,  at  that  $60-million 
level,  we  were  making  51  cents  on  ev- 
ery $1,  and  I  don't  know  of  any  indus- 
trial plant  in  this  country  to  parallel  it. 

•Fawcetl  Publications,   Greenwich,   Conn.   $1.50. 


There  was  close  to  $300  million  af- 
ter taxes  that  had  been  generated  af- 
ter I  stepped  into  the  picture,  and 
those  profits  made  everything  else  pos- 
sible—the big  investment  in  TWA, 
something  on  the  order  of  $60  million 
that  he  later  sold  for  $550  million,  and 
of  course  the  RKO  thing,  though  he 
did  that  with  his  personal  funds,  and 
of  course  the  enormous  Hughes  Air- 
craft Co.,  with  28,000  employees  and 
$600  million  in  sales. 

Making  money  is  one  thing,  holding 
on  to  it  is  something  else  again,  taxes 
being  what  they  are.  The  easy  way  out 
is  capital  gains,  going  public,  but 
Hughes  never  took  the  Tool  Co.  pub- 
lic. How  did  he  keep  the  tax  collec- 
tor sufficiently  at  bay  to  build  slightly 


over  $1  million  into  a  fortune  of  $1 
billion  in  about  40  years? 

I'm  not  proud  of  some  of  that  stuff, 
but  when  the  man  you're  associated 
with  asks  you  how  something  can  be 
accomplished,  you  tell  him.  Hughes 
never  paid  a  dividend  in  the  32  years 
I  was  with  him,  with  one  small  ex- 
ception, and  that's  how  the  company 
grew.  You  see,  when  the  Internal  Rev- 
enue Code  was  amended  around  1930, 
they  included  a  penalty  tax  of  37.5% 
on  unnecessary  accumulated  surplus. 
I  discussed  this  penalty  tax  with  him, 
and  he  said,  "Well,  how  can  we  avoid 
it?"  and  I  said,  "Howard,  expansion 
is  the  normal  way  of  doing  it."  And 
of  course  he  did  expand— into  TWA, 
into  Hughes  Aircraft,  into  motion  pic- 
ture production. 

But  then  I  went  one  step  further.  I 
said,  "Howard,  my  experience  with 
revenue  agents  has  been  that  when 
they  come  in  and  check  your  books 
and  all,  they  examine  the  properties 
that  are  subject  to  depreciation  to  see 
whether  you're  overdepreciated.  When 
they  come  to  your  investment  in  plant, 
which  consists  of  land,  buildings  and 
equipment,  they  pass  that  land  item 
by  because  it's  not  depreciable.  The 
agent  doesn't  know  how  much  land 
is  required  to  operate  your  business, 
you  see." 

This  was  an  original  idea  of  mine.  I 
don't  know  whether  anyone  else  has 
grabbed  it  since. 

Howard  immediately  embarked  on 
this  program  of  buying  land.  His  plant 
at  Culver  City  employs  200  acres.  He 
bought  1,200  acres,  and  he  still  has 
approximately  900  acres  of  land  that 
hasn't  been  used  since  he  bought  it  in 
1940  or  1941.  It  has  appreciated  tre- 
mendously—from $2,000  an  acre  to 
$100,000  an  acre  and  over.  When  he 
built  the  plant  for  the  Air  Force  in 
Tucson  in  the  1940s,  he  bought  seven 
sections  of  land,  some  of  them  en- 
croaching on  the  city  limits,  that  were 
reserved  for  employee  residences. 
None  of  that  reserved  land  has  ever 
been  subdivided  or  used.  So  you  can 
guess  what  the  appreciation  on  that 
has  been. 

Then  Howard  went  up  to  Las  Ve- 
gas. He  announced  he  was  consider- 
ing moving  the  aircraft  plant  up  there 
—he  never  moved  it,  and  1  don't  think 
he  had  any  intention  of  doing  so— but 
he  bought  an  initial  25,000  acres  ad- 
joining the  city  of  Las  Vegas  that  has 
had  a  tremendous  increase  in  value. 
After  Howard  bought  the  hotels  and 
casinos,  he  bought  all  the  vacant  land 
up  and  down  the  Strip— the  main 
street  with  all  the  casinos  on  it.  He 
has  got  over  $200  million  in  land  that 
has  not  been  used. 

Has  the  IRS  ever  looked  into  this? 
What  would  happen  if  they  did? 
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That  could  be  very  ruinous  from 
a  tax  standpoint.  The  penalty  is  mea- 
sured by  37.5%  of  the  net  income,  not 
merely  the  amount  accumulated.  In 
other  words,  even  if  you  distributed 
80%  of  your  income— $8  million  out  of 
$10  million,  say— and  you  didn't  have 
any  plans  for  expansion,  the  $2  million 
would  still  represent  an  unnecessary 
accumulation  of  surplus.  The  penalty 
would  be  against  the  $10  million— that 
is,  $3.7.5  million  for  accumulating  $2 
million  unnecessarily. 

So  the  funneling  of  funds  into  land 
was  a  way  not  of  sheltering  income, 
but  of  avoiding  the  tax  on  accumu- 
lated surplus.  It  enabled  Hughes  to 
run  a  sole  proprietorship  and  yet  pay 
only  normal  corporate  income  taxes. 

From  now  on,  I  imagine  the  Gov- 
ernment is  going  to  be  a  little  hip  to 
this  manner  of  tax  evasion.  That  was 
one  reason  for  my  writing  the  book- 
to  point  out  the  tax  abuses. 

In  his  book,  Dietrich  says  that  for 
all  his  great  wealth,  Hughes  paid  less 
than  $20,000  a  year  in  income  taxes, 
while  Dietrich,  with  a  net  worth  of 
less  than  a  million,  and  a  $500,000-a- 
year  salary,  was  paying  15  to  20 
times  that. 

Well,  as  far  as  he  was  personally 
concerned,  Hughes  drew  only  $50,000 
in  salary,  and  he  paid  tax  on  that, 
minus  deductions,  but  he  could  buy 
a  $35,000  bracelet  for  a  girl  friend 
and  a  $15,000  watch  for  another  girl 
friend,  and  there  goes  the  $50,000 
bucks  down  the  sink  in  a  hurry.  All  of 
his  expenses,  except  that  $50,000, 
were  paid  by  the  company.  There 
were  five  residences  maintained  for 
potential  stars,  at  least  they  thought 
they  were  potential  stars. 

In  his  book,  Dietrich  says  he  never 
could  decide  whether  it  was  sex  or 
movies  that  was  primarily  responsible 
for  Hughes'  interest  in  picture  pro- 
duction. Even  so,  Hughes  was  active 
in  film  production.  He  didn't  spend 
all  his  time  on  the  casting  couch. 

When  he  first  came  to  me  with 
the  idea  of  buying  control  of  RKO,  I 
told  him  it  was  the  greatest  thing  that 
could  ever  happen.  "Howard,"  I  said, 
"you've  lost  $10  million  of  your  own 
money  making  pictures  so  far;  now 
you're  going  to  make  pictures  on  oth- 
er people's  money." 

He  became  the  controlling  stock- 
holder in  RKO-he  had  24%-and  he 
insisted  on  passing  on  all  the  stories. 
He  didn't  direct  any  of  the  pictures, 
but  he  selected  the  cast,  the  directors 
and  then  he  edited  each  picture-God 
knows  whether  he  helped  them  or  not 
—and  as  a  result  production  dropped 
from  30  pictures  in  the  preceding  year 
111  nine  pictures,  and  at  the  end  of  six 
his  losses  had  mounted  to  at 
$35  million,  and  the  stockholders 


had  filed  a  derivative  suit  for  $35  mil- 
lion naming  the  directors  and  officers. 

And  yet  in  the  end  Hughes  came 
out  ahead  on  his  RKO  involvement. 
He  had  a  good  time  making  movies, 
and  he  still  made  a  profit  of  $1  million 
on  his  original  investment.  How  so? 

It's  a  long  story.  The  stock  had  been 
as  high  as  28,  but  I  said  to  Howard, 
"Right  now,  it's  down  to  2/2.  Offer  the 
stockholders  $5  a  share— they're  sick 
of  the  thing,  no  dividends,  the  stock 
drifting  down— you're  a  businessman, 
you  can  understand  this."  I  explained 


Can  Do.  "Noah,"  Hughes  said, 
not  long  after  Noah  Dietrich 
went  to  work  for  him  in  1925, 
"I  want  you  to  make  me  the 
richest  man  in  the  world." 
Noah   Dietrich   nearly  did  so. 


the  thing  to  Howard,  I  said,  "You  can 
get  the  board  of  directors  to  offer  $5 
a  share  to  all  the  stockholders,  and, 
without  voting  your  stock,  you  would 
get  a  majority  of  the  stockholders  to 
vote  for  it.  They  want  that  $5  for  that 
$2.50  stock."  And  he  said,  "That's  a 
hell  of  an  idea,  Noah." 

He  called  me  back  the  next  day 
and  said,,  "I'm  going  to  offer  them  $6 
a  share  becau.se  I  want  to  be  sure  to 
get  it,"  and  I  said,  "Well,  you  could 
get  it  at  $5,"  and  he  said,  "I  want  to 
be  sure,"  and  I  said,  "You  could  still 
get  it  at  $5."  So  he  went  out  and  got 
it  at  6. 

What  did  he  get?  A  company  heav- 
ily in  the  red? 

There  was  the  film  library,  the  big 
accvunulation  of  pictures  in  the  film 
library,  carried  on  the  books  at  $1, 
but  worth  more  than  $25  million  to 
television,  and  that  saved  his  neck. 

One  of  the  most  remarkable  inci- 


dents in  Dietrich's  book  is  his  account 
of  how  in  the  mid-Fifties  Hughes,  on 
his  own  authority,  without  being  a 
director,  officer,  or  even  consultant  to 
the  company,  went  ahead  and  ordered 
$500  million  worth  of  jets  for  TWA. 

The  first  information  I  had  about 
that  order  was  when  his  contracts 
came  ^n  from  Boeing,  Lockheed  and 
Convair,  with  the  nonnal  requests  for 
ratification  from  the  board.  I  called 
Howard  and  told  him  about  the  con- 
tracts, and  he  said,  "That's  no  prob- 
lem. Send  them  down  to  the  stooges 
in  Houston  and  let  them  ratify  them." 
I  said  that  was  not  the  real  problem. 
"Well,  what's  the  real  problem?"  "The 
real  problem  is  you've  committed  your 
company  for  about  $500  million,  and 
we've  got  to  figure  out  some  way  to 
pay  for  the  planes." 

He  said,  "You're  a  goddam  liar." 
And  I  said,  "What  are  you  talking 
about?"  And  he  said,  "I  did  not  com- 
mit the  company  for  any  such  amount, 
Noah.  I  know  what  I'm  doing."  I  said, 
"Well,  you  don't  know  what  you're 
doing.  I  happen  to  be  a  certified  pub- 
lic accountant,  and  I  can  add,  among 
other  things,  and  you've  committed 
your  company  for  $497  million."  He 
said,  "I  don't  believe  it." 

I  didn't  hear  from  him  for  four 
days.  Then  he  called  up,  and  he  said, 
"Noah,"— no  apologies— "how  are  you 
going  to  pay  for  those  $497  million 
worth  of  planes?"  Can  you  beat  that! 
What  a  character!  No  wonder  I  had 
so  much  interest  in  the  job.  Sure,  it 
was  24  hours  a  day,  two  vacations  in 
32  years,  and  he'd  call  me  at  3  a.m. 
just  as  readily  as  he  would  at  three 
in  the  afternoon.  But  it  was  a  chal- 
lenge, and  it  was  exciting,  a  conflict 
between  an  orthodox  businessman  on 
one  side  and  an  unorthodox  playboy 
on  the  other. 

Hughes  lost  that  TWA  damage  suit 
for  several  hundred  million  dollars  be- 
cause he  refused  to  appear  in  court. 
And  that's  one  of  the  fascinating  things 
in  Dietrich's  book— the  belief  that  this 
stemmed  from  his  recognition  that  if 
he  did  appear  in  cowi,  serious  doubt 
miglit  be  raised  about  liis  competence, 
and  as  a  result  he  might  lose  control 
of  everything. 

He  was  the  eccentric  son  of  an  ec- 
centric father,  and  that  didn't  help 
any.  But  I  explain  that  in  this  vvay. 
Hughes  survived  three  major  airplane 
crashes  and  an  automobile  crash  that 
put  him  out  for  two  days.  His  head 
was  badly  banged  around  in  all  of 
these,  and  I  think  his  mental  condi- 
tion can  be  directly  attributed  to  those 
crashes.  In  1944  he  was  so  irration- 
al in  his  conversations  with  me  he 
wouldn't  believe  it  when  I  called  his 
attention  to  it.  "Howard,  you  don't 
know  what  you're  saying,   you  don't 
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know  what  you're  doing,  you'\e  re- 
peated that  Httle  phrase  that  a  five- 
year-old  could  understand  33  times. 
I've  been  keeping  a  record."  He  said, 
"Oh,  you've  got  to  be  lying."  I  said, 
"No,  I'm  not  lying,  and  you  damned 
well  better  see  some  doctors  and  do 
it  quick."  He  said,  "I'll  call  you  back." 
He  called  me  back  the  next  day.  There 
were  \ery  few  times  in  his  life  he 
thanked  me,  but  this  time  he  said, 
"Noah,  thanks  a  lot.  I  had  a  consulta- 
tion with  three  doctors  this  morning, 
and  they  tell  me  I'm  right  on  the  verge 
of  a  complete  mental  collapse.  They 
tell  me  if  I  don't  get  away  for  a  while 
and  relax  . .  .  ." 

Dietrich  says  that  in  the  end  it  was 
Hughes'  refusal  to  face  up  to  the 
problem  of  the  TWA  financing  that 
broke  up  their  association. 

He  pulled  the  rug  out  from  under 
me  twice  on  that  financing,  and  that's 
when  I  really  gave  up.  I  told  him  I 
was  quitting,  and  he  said,  "Noah,  if 
youll  stay  a  minimum  of  si.x  months 
and  help  me  work  out  things,  why, 
I'll  give  you  an  additional  SI  million 
and  try  to  do  it  on  a  capital  gains 
basis."  For  15  years  he  had  been 
promising  me  some  sort  of  capital 
gains  arrangement  and  I  hadn't  got  it, 
so  I  said  all  right.  I  accepted  his  oral 
agreement,  which  I  should  not  have 
done.  I  stayed  eight  months,  and  then 
business  dropped  off  and  the  Tool  Co. 
was  affected.  We  made  $60  million  in 
1956,  but  it  looked  as  if  we  would 
make  less  in  1957. 

"Noah,"  Howard  said  finally,  "I 
want  you  to  move  down  to  Houston 
and  keep  an  eye  on  things. "  And  I 
said,  "Howard,  I  will  go  on  one  condi- 
tion: that  you  document  your  agree- 
ment on  this  capital  gains  thing." 
Howard  said,  "Noah,  you're  holding 
a  gun  at  my  head."  I  said,  "Howard, 
this  is  nothing  but  what  you  agreed 
to,"  and  I  said  I  had  the  right  to 
question  his  integrity.  "For  15  years 
I  have  been  living  on  these  promises, 
and  I  am  not  going  to  Houston  with- 
out an  agreement."  He  said,  "You're 
holding  a  gun  to  my  head,"  and  I  said, 
"Howard,  just  forget  the  whole  god- 
dam thing.  I  am  completely  fed  up.  I 
am  through  as  of  this  moment."  He 
said,  "Noah,  you  can't  mean  that."  I 
said,  "I  do,"  and  I  said,  "Don't  even 
try  to  reach  me  because  I  won't  even 
take  your  telephone  call.  I  am  through 
with  you.  Reach  me  through  your 
lawyer  if  you  have  to."  Oddly  enough, 
he  said,  "Noah,  I  can't  exist  without 
you."  Well,  he  couldn't  exist  without 
me,  and  he's  almost  proved  that.  Yet, 
he  wouldn't  do  the  simple  thing. 
Some  TWA  stock  would  have  done 
the  job.  As  it  was,  I  even  had  to  sue 
him  on  the  oral  promise. 

Hughes  paid  Dietrich  $500,000  a 


year,  so  you'd  expect  that  he  came 
out  pretty  well.  But  without  that  cap- 
ital gains  deal  he  wanted  so  desper- 
ately, he  did  less  well  than  you'd 
think. 

I'm  drawing  $60,000  a  year  from 
Hughes,  and  I've  got  some  oil  roy- 
alties as  well,  but  I  don't  have  a  great 
deal  of  capital.  Howard  certainly 
didn't  make  me  rich. 

What's  going  to  happen  to  the  for- 
tune when  Hughes  dies? 

If  his  will  remains  as  it  was  when 
I  left  him,  his  entire  estate,  including 


Shared  Risk.  Hughes  lost  $10 
million  of  his  own  money  mak- 
ing movies  like  The  Outlaw 
with  Jane  Russell,  so  Dietrich 
advised  him,  in  effect,  to  take 
public  his  costly  hobby. 


all  stock  in  the  Tool  Co.,  will  go  to 
his  medical  foundation.  But  he's  in 
jeopardy  now  to  a  degree.  He's  faced 
with  a  contingent  loss  of  $200  million 
in  connection  with  the  TWA  suit— it's 
before  the  Supreme  Court  now.  If 
Nevada  carries  through  with  its  an- 
nounced intention  of  not  renewing  his 
license  unless  he  makes  a  personal 
appearance— and  in  my  opinion  How- 
ard is  not  going  to  make  a  personal 
appearance— he  is  going  to  have  to 
sell  those  casinos  and  hotels,  and  he 
will  be  placed  at  a  disadvantage  be- 
cause he  has  to  sell.  He  went  into 
that  program  so  rapidly  and  without 
sound  business  advice.  He  paid  more 
than  he  should  have,  and  then  he 
bought  those  mining  claims— Cod,  that 
was  a  reckless  expenditure.  Then  he 
bought  Air  West  at  a  cost  of  $90  mil- 
lion initially,  and  how  much  more  has 
been  poured  in  since  then  I  don't 
know.  But  if  he  is  forced  to  put  the 


hotels  and  casinos  on  the  block  and 
dispose  of  Air  West  and  all,  and  loses 
the  $200-million  TWA  suit,  he  could 
be  cut  down  to  three,  four,  five  hun- 
dred milhon  dollars.  Which  is  still  a 
lot  of  money.  Howard  probably 
wouldn't  get  too  much  sympathy  from 
a  lot  of  people. 

Or  from  Dietrich  either.  In  most  of 
the  hooks  on  Hughes,  he  emerges  as  a 
brilliant  eccentric.  In  Dietrich's  hook, 
he  comes  off  as  a  spoiled  child. 

Those  other  books  don't  know  a 
goddam  thing  about  him.  Hughes 
was  a  man  who  couldn't  make  deci- 
sions. He  preferred  to  make  no  deci- 
sion to  making  a  bad  decision.  But 
what  a  paradox.  In  the  air  his  daring 
exploits  called  for  split-second  deci- 
sions. Yet  get  Howard  on  the  ground, 
and  he'd  agonize  for  weeks  and 
months  and  never  come  up  with  an  an- 
swer. I  learned  early  that  I  could  not 
get  decisions  out  of  him,  so  I  made 
the  decisions  myself.  As  a  matter  of 
fact,  his  understanding  with  me  was, 
"Noah,  you  stay  in  the  background 
and  let  the  public  get  the  impression 
that  I'm  the  big  business  figure." 

He  never  had  any  friends.  He  didn't 
want  any  friends.  He  never  did  a 
humane  act  to  my  knowledge,  except 
with  an  ulterior  motive.  If  my  wife 
got  sick,  he  would  see  she  had  the 
best  medical  attention  because  he 
wanted  her  to  get  well  so  fast  that  I 
would  not  be  distracted.  When  he 
knew  I  was  having  domestic  problems 
with  my  prior  wife,  God,  he  just  kept 
pouring  it  on  me:  "Divorce  her.  What 
the  hell.  I'll  get  you  a  dozen  girls  who 
are  better  lays  than  she  is." 

Even  so,  he  was  a  brilliant  aero- 
nautical engineer,  wasn't  he?  At 
least  he   deserves  credit  for  that. 

He  was  a  perfectionist.  He  was  in- 
terested in  being  best  in  any  objective 
he  had.  He  wanted  to  be  the  top 
golfer,  the  top  aviator,  he  wanted  to 
establish  records.  But  he  was  devious. 
An  engineer  came  to  him  with  a  new 
wing  design.  I  signed  the  check  for 
$2,500.  But  Hughes  said,  "Look,  I've 
got  a  new  wing  design,"  and  sold  it  to 
Lockheed  for,  I  think,  $40,000. 
Hughes  got  credit  for  the  new  wing 
design  for  the  Constellation,  but  it 
wasn't  his  creation. 

Hughes  did  have  a  certain  amount 
of  mechanical  genius.  He  was  the  first 
man  to  build  an  all  flush-riveted  wing 
and  fuselage  airplane.  He  realized  the 
higher  you  fly,  the  faster  you  can  fly, 
and  he  induced  Boeing  to  build  the 
first  Stratoliner,  a  40-passenger  plane 
with  a  pressurized  cabin,  which  was 
Howard's  idea.  So  you  have  to  give 
him  credit  for  mechanical  genius.  And 
of  course  you  can't  discount  the  im- 
pact of  the  Jane  Russell  bra— Howard 
personally  engineered  that.  ■ 
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Volume,  Not  Profits 

Japan's  trading  companies  believe  in  going  after  the  volume 
and  letting  the  profits  take  care  of  themselves.  The  think- 
ing is  distinctly  un-American,  the  results  most  impressive. 


Their  profit  margins  are  almost  in- 
visible, their  return  on  equity  only 
fair,  and  they  are  caught  in  a  cost 
squeeze  in  their  basic  business.  Are 
the  Japanese  trading  companies  then 
on  the  way  out?  On  the  contrary. 
The  biggest  trading  companies  are 
very  much  on  the  way  up. 

How  can  this  be?  The  Japanese 
trading  company  violates  a  rule  most 
American  managers  hold  sacred:  It 
puts  volume  over  profits.  Yet  trading 
companies  flourish.  An  American  who 
knows  Japan  well  calls  them  "the  lead- 
ing edge  of  Japanese  trade  expansion." 

Washington's  Export-Import  Bank 
is  so  impressed  by  the  trading  compa- 
nies that  it  is  working  on  a  plan  to 
encourage  them  to  help  sell  American 
goods  abroad.  Howard  Van  Zandt, 
veteran  representative  in  Tokyo  of  In- 
ternational Telephone  &  Telegraph, 
says  of  the  trading  company:  "They 
taught  the  Japanese  how  to  sell  in  the 
U.S.,  whereas  to  this  day  most  Ameri- 
cans don't  know  how  to  sell  in  Tokyo." 

Of  the  6,000  or  so  trading  com- 
panies in  Japan  today,  six  are  real 
giants:  Mitsubishi  Corp.;  Mitsui  & 
Co.;  Marubeni  Corp.;  C.  Itoh  &  Co.; 
Nissho-Iwai  Co.;  Sumitomo  Shoji. 
Among  them,  these  six  moved  $57 
billion  worth  of  goods  last  year,  six 
times  as  much  as  Sears,  Roebuck. 
They  brought  in  about  40%  of  Japan's 
imports;  they  shipped  out  about  50% 
of  its  exports. 

Do  you  want  to  buy  some  Japanese 
steel?  Chemicals?  Call  your  nearest 
overseas  trading  company  office  (the 
Big  Six  have  over  500  offices  outside 
Japan,  employing  over  12,000  peo- 
ple). If  you  haven't  hit  on  one  that 
handles  your  product,  you'll  be  re- 
ferred to  one  that  does.  Either  way, 
youll  probably  find  out  within  two 
days  if  the  stuff  you  want  is  avail- 
able. If  you  want  to  trade  with  a 
country  other  than  Japan,  they'll  do 
this  too. 

If  you've  got  to  negotiate  on  price 
or  terms,  you'll  have  to  do  it  yourself, 
long  distance,  perhaps,  with  the  trad- 
ing company  acting  as  intermediary. 
Once  your  deal  is  made,  the  trading 
company  takes  over.  It  will  charge 
maybe  3%,  maybe  less  if  you're  a  big 
customer  for,  say,  steel.  It  will  ship 
your  product,  forward  it  and  expedite 
its  delivery.  It  will  take  the  risk  of 
fluctuating  exchange  rates,  which 
could  have  saved  you  a  bundle  last 


year.  It  will  give  you  credit,  perhaps 
90  to  120  days. 

For  the  supplier,  the  man  who  is 
producing  your  steel  or  chemicals  or 
whatnot,  the  trading  company  will  fi- 
nance his  inventory,  lending  him  the 
value  of  his  shipment.  If  he  is  one  of 
the  big  traders,  his  bank  refinances 
about  half  that  loan.  They  combine  a 
typical  American  company's  purchas- 
ing and  marketing  department's  func- 
tions with  a  few  extras  thrown  in. 
But  on  a  scale  that  would  put  Gen- 
eral Motors,  say,  to  shame. 

For  Japanese  customers,  they'll 
scour  the  world  for  a  fast  answer  on 
where  needed  raw  materials  can  be 


Hirohito,  Japan's  first  emper- 
or to  visit  Europe,  came  long 
after  the  trading  companies 
established    operations    there. 


acquired  most  cheaply  and  speedily. 
If  they  hear  about  business  opportu- 
nities in  Quito  or  Queensland,  in  Kin- 
shasa or  Karachi,  they  look  for  a  way 
to  bring  some  of  their  Japanese  cus- 
tomers into  it.  They  are  at  once 
commercial  attaches,  bankers,  ship- 
ping expediters  and  salesmen. 

"A  key  thing  to  remember,"  says 
Arthur  Lipper  III,  who  follows  the 
Japanese  economy  as  closely  as  he 
does  U.S.  mutual  funds,  "is  that  the 
trading  companies  control  both  ends 
of  the  commercial  process.  They  are 
tied  in  with  both  the  banks  and  in- 
surance companies  and  with  the  in- 
dustries that  buy  raw  materials.  The 
financing  end  is  especially  important 
for  it  means  they  can  provide  access 
to  money  in  a  country  where  long- 
term  capital  is  still  scarce." 

It  is  in  their  trading  function  that 
they  are  being  squeezed  by  rising 
costs  and  narrowing  commissions.  With 
typical  Japanese  ingenuity,  they  are 
meeting  the  crisis  by  developing  a 
whole  new  set  of  functions.  They  are 
developing  into  a  combination  of  sys- 
tems organizers,  venture  capitalists 
and  investment  bankers. 

Typical  was  the  deal  between  Su- 
mitomo Shoji  and  the  Indonesian  gov- 
ernment's oil  company,  Pertamina. 
Four  years  ago  the  two  began  ne- 
gotiating over  a  new  oil  refinery  in 
Sumatra.  Trading  companies  are  long 
on  patience;  the  talks  took  over  a  year. 
In  the  end  they  received  a  contract. 
Now  Sumitomo  is  neither  an  oil  com- 
pany nor  an  engineering  company;  it 
served  as  a  kind  of  systems  organizer, 
bringing  together  all  the  necessary  in- 
gredients. Much  of  the  equipment  was 
from  Sumitomo  group  companies;  the 
capital  was  raised  by  Sumitomo  all 
over  the  world,  some  from  the  affili- 
ated Sumitomo  Bank.  Where  no  Japa- 
nese equipment  was  suitable,  Sumi- 
tomo acquired  it  elsewhere. 

Where  was  the  payoff?  Short  of  for- 
eign exchange,  Indonesia  wanted  to 
pay  for  Sumitomo's  services  in  fuel 
oil  over  a  period  of  years,  and  it  was 
the  kind  of  low-sulphur  fuel  Japanese 
industries  are  demanding.  A  trading 
company  being  nothing  if  not  flexible, 
Sumitomo  agreed.  It  is  taking  delivery 
of  Pertamina  fuel  oil  in  Sumatra,  load- 
ing it  on  chartered  tankers  and  selling 
it  to  Japanese  oil  companies. 

This  is  one  way  of  paying  a  trading 
company  for  its  services.  In  other  cases, 
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the  trading  company  may  take  a  small 
piece  of  the  equity.  In  still  other  cases, 
it  may  get  a  long-term  contract  as 
agent  for  the  new  plant's  output. 

The  trading  companies  use  leverage 
to  accomplish  all  this  on  a  shoestring. 
The  Big  Sl\  trading  companies  fin- 
ished 1971  with  only  about  $720  mil- 
lion in  equity  capital,  less  than  a  sin- 
gle, fair-sized  U.S.  company  like  Al- 
lied Chemical.  The  biggest,  Mitsu 
bishi,  had  only  $184  million  in  equity. 

On  this  slim  equity  base,  the  six 
companies  carried  $3.8  billion  in  long- 
term  debt,  better  than  $5  in  debt  for 
SI  in  equity,  a  ratio  that  would  put 
most  U.S.  corporations  in  imminent 
peril  of  bankruptcy.  Their  combined 
profits,  about  $81  million,  represented 
a  paltry  return,  about  14  cents  on 
every  $100  in  sales.  By  these  stan- 
dards, even  U.S.  supermarkets  are 
paragons  of  profitability,  with  their 
returns  of  $1  to  $2  on  every  $100. 

With  this  kind  of  leverage,  do  the 
trading  companies  show  a  handsome 


Commodore    Perry   brought 
the  West  to  Japan  in  1858. 


return  on  kivestment?  Surprisingly, 
no.  Sumitomo's  14.4%  return  on  stock- 
holders' equity  last  year  was  the  high- 
est of  the  six.  By  American  standards 
it's  good  but  not  sensational. 

Yet  the  trading  companies  are  not 
really  as  fragile  as  they  look.  Behind 
these  figures  lies  a  basic  difference  of 
outlook.  An  American  businessman 
would  look  at  Mitsubishi's  numbers 
and  say,  "If  I  could  add  just  a  tenth 
of  one  percent  to  those  margins,  I 
could  treble  profits."  And  he  would 
look  for  ways  to  shuck  off  unprofit- 
able and  low-profit  volume. 

In  contrast,  the  Japanese  trading 
company  executive  asks:  "If  I  cut 
profits  further,  how  much  could  I  add 
to  sales?"  It's  not  that  the  Japanese 
trading  companies  don't  care  about 
profits;  they  do.  But  they  care  about 
them  only  as  a  means  of  maintaining 
corporate  health  and  growth.  Profits 
is  not  the  name  of  the  game  for  Jap- 
anese trading  companies;  growth  and 
economic  development  are. 

A  Forbes  editor  met  with  a  group 
of  executives  from  the  C.  Itoh  trading 
company  in  Tokyo.  He  asked  what 
was  the  long-range  goal  of  their  com- 
pany. In  one  way  or  another  they  all 
said  the  same  thing:  "To  assure  Japan 
of  low-cost  raw  materials";  or  "To 
help  raise  the  standard  of  living  in 
Japan."  Not  one  said:  "To  make  mon- 
ey for  our  stockholders." 

Paul  Fukuda,  Japanese-born  assis- 
tant vice  president  at  Bankers  Trust 
Co.,  explains  it  in  these  terms:  "Ameri- 
can managers  are  hung  up  on  profits. 
The  Japanese  manager  thinks:  'The 
fruit  of  my  labor  will  come  long  after 
I'm  gone.'  He  knows  he's  ephemeral; 
the  company  goes  on." 

A  Harvard  professor  with  keen  in- 
sight into  Japan  is  Edwin  O.  Reisch- 
auet,  onetime  U.S.  ambassador  to  Ja- 
pan, who  was  bom  and  raised  there 
and  is  married  to  a  Japanese.  He  says: 
"In  Japan,  companies  are  not  really 
owned;  most  of  the  invested  capital  is 
being  run  by  managers.  They're  inter- 
ested in  building  a  big  company  for 
the  national  good.  Profits  for  stock- 
holders do  not  loom  very  large  in  theii- 
minds.  For  that  matter,  it  doesn't  make 
much  difference  if  the  stock  is  selling 
that  well,  because  eq,uity  is  such  a 
small  part  of  the  financing."  In  Japan, 
in  short,  the  business  of  business  is 
more  than  just  making  money. 

Reischauer  is  speaking  of  Japanese 
business  in  general,  but  his  words  have 
special  relevance  for  the  trading  com- 
panies. Nowhere  is  there  a  more  deli- 
cate balance  between  free  enterprise 
on  the  one  hand  and  a  kind  of  pub- 
lic-utility-mindedness  on  the  other. 

This  is  not  to  say  that  they  are 
great  marketers.  Their  real  strength 
is   elsewhere.    C.    Itoh,    for   example. 


was  an  early  exporter  of  Japanese  TV 
sets  to  the  U.S.,  but  it  pulled  back. 
"The  overhead  costs  and  the  after-sale 
problems  frightened  us,"  says  one  ex- 
ecutive. In  the  end  it  was  nontrad- 
ing  companies  like  Sony  and  Matsu- 
shita who  swept  the  market.  Merlin 
Nelson,  executive  vice  president  of 
AMF  for  planning  and  foreign  affairs, 
puts  it  thus:  "The  advantage  of  using 
a  trading  company  is  rapid  market 
penetration.  The  danger  is  that  they 
are  into  so  many  things  that  they 
can't  concentrate  on  a  specific  prod- 
uct." Where  they  do  go  into  mar- 
keting, trading  companies  usually 
now  do  so  through  joint  ventures  with 
the  manufacturers,  as  Marubeni  has 
done  in  Britain  with  automobiles  and 
construction  equipment. 

Their  biggest  single  thrust  today 
remains  where  it  has  always  been:  in 
finding  raw  materials. 

The  trading  company  originated 
as  a  commodity  dealer  that  grew  out 
of  its   wholesale  functions   in  Japan; 


Emperor    Meji    westernized 
Japan  by  industrializing  it. 
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man,  Dr.  Muraoka,  a  geologist.  In 
1961  I  sat  next  to  him  on  a  plane 
going  out  to  the  site,  and  on  the  way 
,  back  he  was  first  out  of  the  plane  and 
back  into  his  room.  I  saw  him  sitting 
cross-legged  on  his  bed  by  the  win- 
dow, writing.  His  report  was  off  to 
Tokyo  the  next  morning,  before  his 
rivals  had  even  put  pencil  to  paper." 

Marubeni  got  no  equit\'  in  the  deal. 
It  got  only  a  contract  from  the  Japa- 
nese steel  mills  giving  Marubeni  part 
of  the  commission  business  on  the  ore; 


and  when  the  countr\  v.\ii  opened  to 
the  West,  the  trading  company  served 
primarily  as  a  buffer  between  Japanese 
merchants  and  the  despised  foreigners. 

Then  Japan  began  to  industrialize. 
Ha\ing  neither  raw  materials  at  home 
nor  an  empire  to  exploit,  the  new  in- 
dustry needed  imports.  Rather  than 
depend  on  foreigners,  they  adapted 
their  trading  companies  to  the  task 
of  acquiring  the  raw  materials  as  well 
as  moving  Japanese  goods  overseas. 
Now  that  Japan  is  becoming  a  major 
investor  abroad,  the  trading  compa- 
nies are  going  one  step  further.  They 
are  turning  themselves  into  a  channel 
for  in\estment  and  \enture  capital, 
much  of  it  directed  toward  developing 
raw  materials  as  opposed  mainly  to 
acquiring  them.  Like  man\-  Japanese 
institutions,  the  trading  compan\'  has 
shown  itself  immensely  flexible  and 
adaptable. 

It  has  gone  so  far  into  raw  ma- 
terials that  James  Abegglen  of  The 
Boston  Consulting  Group  sa>s:  "In 
the  area  of  natural  resources,  Japan 
has  about  preempted  the  new  de- 
\elopinents  coming  in  during  the 
1970s."  The  big  change  came  widi 
the  Ilamersley  iron-ore  development 
in  .Australia.  The  ore  was  disco\ered 
b\  the  Perth  firm  of  Hancock  & 
\\  right.  Peter  Wright,  one  of  the  part- 
ners, tells  the  ston,-; 

"Marubeni  was  well  established  in 
Australia  as  wool  buyers  for  the  Japa- 
nese trade  and  as  agents  for  a  number 
of  manufacturers.  The  manager  of 
their  Melbourne  office  read  in  the  pa- 
per about  our  disco\ery  of  iron  ore. 
Now,  this  is  t>pical  of  their  opera- 
tions: He  wrote  to  his  Tok->o  office 
and  said  that  the  Australians  were 
finally  lifting  the  ban  on  iron-ore  ex- 
ports and  were  calling  for  applica- 
tions." Did  the  Marubeni  man  know 
much  about  iron  ore?  No,  wool  was 
his  business.  But  he  had  the  trading 
company  m.r.f.ality  which  says  that 
any  busuiess  :-  {jooJ  i.Kvi:,o.s. 

Wright  sa\>    i  ,.i'      ■, 
Tinto-Zinc's  .\ustraliar 
eventual    backer    of    H 
holding  back.    But   the 
gan   to  show   interest   ihrui.jih   Mam 
Inni.    "They   sent   out    a    remarkab' 
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Purse  Sfrings.  The  Bank  of  Japan 
(above)  contro/s  them,  so  all 
Japanese  businesses  from  zaibat- 
su   to   bow//ng   alleys   rely   on   it. 


even  this  Marubeni  had  to  share  with 
Mitsubishi,  which  had  closer  ties  with 
the  steel  industr\-.  In  the  end,  Maru- 
beni won't  make  a  great  deal  of  profit; 
it  figures  it  is  netting  around  S250,000 
a  year  on  its  share  of  the  deal.  By 
contrast.  Kaiser  Steel  Corp.,  with  34.5% 
of  Hamersle>",  is  now  reaping  around 
SIO  million  net  a  \ear  from  die  proj- 
ect. But  Marubeni  did  get  a  sub- 
stantial volume  of  business— and  low- 
cost  raw  materials  for  Japan.  "That's 
the  way  they  are."  says  \\'right.* 

But  the  new  thrust  is  broader  than 
raw  materials.  'The  general  trading 
company,"  says  a  C.  Itoh  &  Co.,  publi- 
cation, "is  not  simply  a  jack-of-all- 
trades  or  'dealer-in-an\thing'  but  a 
modem,  pioneering  organization  ca- 
pable of  de\eloping  a  new  t>pe  of 
systems  business,'  one  wliich  organizes 
ever\-  possible  t\pe  of  business  and 
transaction   rapidK    and   organically." 

A  real-life  example  is  Mitsubishi's 


•Forbes  recently  interviewed  Marubeni's  Dr. 
Muraoka  in  Tokyo.  An  American  who  did  what 
Muraoka  did  would  expect  a  major  promotion 
—either  that,  or  he'd  parlay  the  coup  into  a 
better  job  elsewhere.  Muraoka  is  still  what  he 
was  before.  Marubeni's  manager  of  natural 
resources  development-  Does  this  courtly,  pro- 
American  executive  have  any  regrets?  No  per- 
sonal ones.  Only  that  his  company  didn't  end 
up  with  a  bigger  piece  of  the  Australian  deal. 
"Our  costs  are  rising,  our  commission  rates 
are  not."  he  lamented.  "We  must  increase  our 
share  of  investment  in  these  projects  or  we 
are   lost."  A   most  typical  Japanese   reaction! 
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Whether  she's  running  a  home  or  running 

for  Congress,  today's  woman  knows  her  own  mind, 

lives  her  own  Uf  e  and  sews  her  own  clothes. 


Whether  she's  young  or  old,  a 
housewife  or  a  career  girl,  today's 
woman  doesn't  want  to  be  told 
what  to  think,  what  to  do. 

Or  what  to  wear. 

Clothes  as  status  items,  and 
the  absolute  authority  of  the 
Fashion  Establishment  to  dictate 
"the"  way  to  look,  are  things  of 
the  past.  Today's  woman  enjoys  a 
new  freedom  to  dress  in  a  wide 
variety  of  ways  that  please  her. 

That's  why  she,  and  45  mil- 
lion women  like  her,  find  sewing 
at  home  a  personal  way  to  express 
themselves  and  to  create  clothes 
that  reflect  their  own  life  style. 

This  desire  for  individuality, 
coupled  with  the  urge  to  be  crea- 
tive and  the  need  for  a  larger  and 
more  varied  wardrobe,  are  re- 
flected in  Simplicity's  substantial 
growth  over  the  last  decade.  And 
in  the  expansion  of  the  entire 
home  sewing  industry  as  well. 

Furthermore,  we  believe  the 


current  appreciation  of  home  sew- 
ing is  a  strong  indication  of  con- 
tinuing growth. 

In  addition  to  making  a  su- 
perior product.  Simplicity  has 
long  spearheaded  the  development 
of  the  home  sewing  market.  Year 
after  year  we  have  invested  in 
comprehensive  education  pro- 
grams through  schools  and  adult 
education  centers  all  over  the 
country  to  help  teach  people  how 
to  sew. 

In  fact,  90  7^'  of  all  teen-age 
girls  and  nearly  50%  of  all  wom- 
en sew  creatively  today,  making 
sewing  the  Number  One  avocation 
in  America. 

Through  our  own  publica- 
tions, and  through  consistent  ad- 
vertising in  most  of  the  country's 
leading  women's  and  teen's  pub- 
lications, we  have  continually 
sought  to  expand  interest  in  sew- 
ing and  make  the  name  Simplicity 
synonymous  with  home  sewing. 


This  past  year,  1971,  has  been 
a  challenging  one  for  Simplicity. 

In  spite  of  the  prolonged 
82-day  strike  at  our  manufactur- 
ing plant,  our  first  major  labor 
disruption  since  1949,  Simplicity's 
consolidated  sales  and  earnings 
once  again  reached  record  levels. 

Our  sales  for  1971  of  $90.4 
million  were  up  by  6%  and  repre- 
sented a  new  high  for  the  21st 
consecutive  year. 

Earnings  also  increased  13  % 
to  a  record  $12.4  million,  equiv- 
alent to  $2.79  per  share  compared 
to  $2.47  in  1970. 

//  you^d  like  to  know  more 
about  Simplicity,  and  the  excit- 
ing things  we  expect  in  the  future, 
lurite  for  our  1971  Annual  Report. 

We  think  that  what  interests 
today's  woman  will  also  interest 
you. 

Simplicity 


For  your  copy  of  our  Annual  Report,  write  to 
Simplicity  Pattern  Co.  Inc.  Dept.  F,  200  Madison  Avenue,  New  York  10016. 


chicken  business.  Mitsubishi  is  Japan's 
largest  farmer;  its  affiliate,  Japan 
Farm  Co.,  runs  a  Kyushu  farm  with  a 
capacity  of  over  7  million  broiling 
chickens  and  100,000  hogs  a  year. 
That  grew  backward  out  of  Mitsu- 
bishi's basic  domestic  food  distribu- 
tion business,  when  the  "distribution 
revolution"  began  to  overtake  Japan. 
That  revoluti  )n,  spearheaded  by  the 
trading  companies,  is  replacing  the 
small    grocer    with    the    supermarket. 

Or  take  C;.  Itoli's  bowling  business. 
Back  in  1960,  AMF  decided  to  expand 
its  bowling  business  into  Japan.  Says 
AMF's  Nelson:  "We  concluded  we 
needed  a  Japanese  partner  because 
of  the  general  attitude  of  the  business 
community  and  government.  We 
needed  marketing,  selling  and  trad- 
ing. We  chose  C.  Itoh."  It  has  been  a 
happy  arrangement  for  AMF,  which 
has  45%  of  the  still-booming  Japanese 
bowling  business  and  which  has  taken 
Itoh's  chairman,  Eikichi  Itoh,  onto  the 
parent  company  board. 

Thus  alerted  to  the  potential  in  lei- 
sure time,  C  Itoh  has  used  bowling 
alleys  as  a  nucleus  to  expand  into 
recreational  complexes. 

With  the  Bank  of  Japan  approach- 
ing the  $2()-billion  mark  in  foreign 
exchange  holdings,  Japan  is  certain  to 
play  an  increasing  role  as  an  export- 


Japan  imports  most  of  ifs  raw 
maferials,  and  irading  companies 
play  a  key  role  in  developing 
overseas  sources.  Whether  it  is 
aluminum  (above)  or  iron  ore 
(below)  from  Australia,  the  trad- 
ing companies  provide  the  materi- 
als to  fuel  Japan's  auto  and  other 
industries,  which  together  export- 
ed  $28    billion    worth    last   year. 


er  of  capital,  as  an  investor  abroad, 
and  not  only  in  raw  materials.  The 
trading  companies  are  ideally  suited 
to  playing  a  major  role.  C.  Itoh  is 
probably  the  most  venturesome  in  this 
respect.  Some  Itoh  joint  ventures:  one 
with  Kenton  Corp.  to  market  sports- 
wear in  the  U.S.  and  Canada,  another 
with  a  Japanese  fishing  company  to 
catch  tuna  in  the  Fiji  Islands. 

But  Itoh  is  not  alone.  Marubeni  is  in 
Indonesia  making  bicycles,  while  Mit- 
.sui  has  a  deal  there  raising  corn.  Nis- 
s'ho-Iwai  will  soon  be  producing  stain- 
less steel  in  Spain,  while  Mitsubishi  is 
making  synthetic  textiles  in  Ethiopia. 

Koji  Hiroshima,  Marubeni  Ameri- 
ca Corp.'s  vice  president  of  corporate 
development,  outlined  yet  another 
kind  of  service  that  the  trading  com- 
panies have  been  rendering  recently. 
As  Japanese  wage  rates  have  risen, 
Japan  has  consciously  sought  to  get 
rid  of  low-technology,  high-labor  in- 
dustries. "In  many  of  these  cases," 
says  Hiroshima,  "trading  companies, 
through  their  tremendous  contacts, 
have  helped  the  manufacturer  either 
to  relocate  outside  Japan  or  to  go  into 
another  field.  An  example  would  be 
to  look  at  a  textile-spinning  company 
and  then  recommend  either  that  it 
junk  the  operation  and  go  into  some- 
thing more  sophisticated— or  relocate 
in,  say,  Indonesia." 

How  can  such  thinly  capitalized 
companies  spread  so  far?  Basically, 
they  are  satisfied  with  a  vei-y  small 
piece  of  the  action.  "Our  equity  posi- 
tion," says  Ryoichi  Takeuchi,  vice 
president  of  Mitsui  &  Co.  (U.S.A.), 
"is  secondary  to  our  trading  posi- 
tion, and  we  only  take  equity  when 
necessary   to   establish   a   venture." 

In  another  deal  where  the  Japanese 
played  a  major  role,  a  mining  develop- 
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on 

Long-Term 

Earnings 
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Rate  1965-70                          | 

Company 

(miflions) 

Equity 

Debt                    Equity 

Revenues 

Income 

Mitsubishi  Corp. 

$14,350 

$21.9 

9.3% 

$   824                $184 

23 

22.7% 

15.3% 

Mitsui  &  Co. 

12,870 

21.9 

11.6 

1,160                 164 

20 

19.7 

21.7 

Marubeni  Corp. 

9,290 

11.5 

10.4 

623                 114 

47 

14.5 

11.2 

C.  Itoh  &  Co. 

8,300 

10.4 

7.8 

590                  133 

50 

17.5 

13.7 

Nissho  iwai 

6,220 

6.7 

12.5 

195                   58 

20 

18.6 

12.7 

Sumitomo  Shoji 

6,000 

8.6 

14.4 

380                    65 

23 

27.7 

19.3 

Totals 

$57,030 

$81.0 

— 

$3,770                $718 

— 

— 

— 

•308  ven  per  dollor  conversion  role.         "Bo 

ed  on  recent 

price  on  Tokyo  Stock  Exchange. 

ment  in  Australia,  the  other  partici- 
pants insisted  upon  big  equity  shares; 
there  was  nothing  left  for  the  Jap- 
anese trading  company.  So  the  trad- 
ing company  settled  for  a  long-term 
contract  as  sales  agents  and  extra 
commission  on  the  ore  shipped. 

By  the  same  token,  C.  Itoh  was 
the  marriage  broker  in  the  General 
Motors-Isuzu  deal,  whereby  GM  got 
a  34.2?  interest  in  Isuzu  Motors  and 
four  directorships.  Itoh  arranged  the 
talks  and  participated  in  the  negotia- 
tions, for  which  it  received  zero  in 
fees  or  commissions.  True,  Itoh  has  a 
small  ouiicrship  in  Isuzu,  but  its  real 
rewards  will  come  later, 
through  the  Dai-Ichi  Bank, 
Isuzu's  and  C.  Itoh's  banker. 
Itoh  doesn't  get  paid  direct- 
ly by  Dai-Ichi,  but  it  can  Ix? 
sure  of  a  lot  more  business 
as  a  result  of  the  Isuzu- 
GM  coup. 

Con  Americans  Oo  /f? 

Why  not  U.S.  trading 
companies?  A  true  trading 
company  would  be  illegal  un- 
der U.S.  laws.  It  would  be  in 
instant  restraint  of  trade.  In 
their  domestic  business,  for 
example,  Japanese  traders 
frequently  get  business  based 
on  theii-  banks;  they  tend  to 
group  around  certain  banks 
as  the  prewar  industrial 
groups,  the  zaihatsu,  did. 
'Mitsubishi,  Mitsui  and  Sumi- 
tomo are  remnants  of  the  old 
zaihatsu,  and  even  today  an 
outside  trading  company  will 
seldom  get  more  than  token 
business  from  a  Mitsui,  Mit- 
subishi or  Sumitomo  manu- 
facturing company;  the  com- 
missions are  reserved  first  for 
their  own  group's  trading 
company.  (This  is  both  the 
strength  and  weakness  of  C. 
Itoh:  Not  tied  tightly  to  any 
group,  it  plays  the  field. ) 

Then,  too,  as  exporters, 
the  traders  often  act  as 
agents  for  groups  of  compet- 
ing  companies,    an   arrange- 


ment not  permitted  by  U.S.  law.  There 
is  often  price-fixing  among  compet- 
ing trading  companies.  Ralph  Nader 
would  have  fits! 

Outsiders  looking  at  all  this  some- 
times attribute  Japan's  success  to  cozi- 
ness  between  business  and  govern- 
ment. Hence  the  term  "Japan,  Inc." 
This  is  true  in  a  general  way  but 
not  a  conspiratorial  way.  American 
businessmen  are  increasingly  demand- 
ing some  such  freedom  from  their 
government.  They  forget  that  Japa- 
nese businessmen  quietly  accept  a  de- 
gree of  government  control  few  Amer- 
icans  would  stomach.   "Japan   is   the 


"By  George,  you're  righi,  Simpson!  It 
is  a   Japanese  transistor  radio  set." 

©  Punch-Ben  Roth  Agency 


only  place  I  know,"  says  Heniy  Ros- 
ovsky,  Harvard  economic  specialist  on 
Japan,  "where  I  can  read  in  the  pa- 
per that  the  government  thinks  there 
are  too  many  companies  in  such  and 
such  a  field  and  then,  pretty  soon,  I 
read  about  mergers." 

Where  there  is  "disharmony"  be- 
tween business  and  government,  the 
government  has  both  gentle  and  not- 
so-gentle  leverage.  Gently  it  per- 
suades by  playing  on  the  Japanese 
company's  intense  loyalty  to  Japan. 
The  Japanese  don't  feel  they  need 
strict  antitrust  laws;  the  government 
"guides"  them. 

And  if  a  businessman  de- 
murs? There's  not-so-gentle 
financial  leverage.  Banking  in 
Japan  is  controlled  by  the 
government's  Bank  of  Japan. 
Through  it,  borrowings  can 
be  cut  off  or  loans  called  at 
will.  That  would  spell  death 
to  a  trading  company. 

Considering  all  this.  Pro- 
fessor Rosovsky  particularly 
objects  to  describing  the  sys- 
tem as  "Japan,  Inc."  "The 
real  thing  is  that  in  Japan 
business  and  government 
happen  pretty  much  to  agree 
on  what  the  goals  of  the 
country  should  be.  In  the  U.S. 
the  two  have  always  had  an 
antagonist  relationship.  One 
of  the  biggest  problems  for 
our  country  is  to  diminish  the 
enmity  between  business  and 
government. 

"Remember,  Japan  isn't  a 
dictatorship.  Before  a  con- 
sensus is  reached,  there  is 
full  discussion.  But  once  it 
is  reached,  they're  all  will- 
ing to  play  ball.  Does  this 
make  them  Japan,  Inc.?  I 
don't  think  so." 

The  Japanese  didn't  get 
where  they  are  simply  by 
dumping  or  low-cost  labor  or 
being  Japan,  Inc.  They  seem 
to  be  doing  a  number  of 
things  right,  not  the  least  of 
which  is  the  way  the  trading 
companies  operate.  ■ 


FORBES,   MAY   1,    1972 


31 


6  questions  that  help 
get  your  mon^s  worth 
when  you  add  that 


room  to  your  house. 


Adding  a  room  to  your  house 
isn't  as  simple  as  it  sounds.  It 
takes  care,  planning  and  a  pinch 
of  foresight. 

For  example,  have  you  asked 
yourself  whether  you  would  get 
your  money  back  if  you  sold  the 
house  later?  Or  whether  the  new 
addition  will  conform  in  style 
and  cliaracter  to  the  rest  of  the 
house?  (If  it's  a  major  addition, 
think  about  getting  an  architect.) 
Some  questions  are  easy  enough 
to  answer.  Others  are  a  bit  trick- 
ier. Here  are  a  few  of  the  latter, 
along  with  a  hint  or  two  in  figur- 
ing out  the  answers. 


IDo  you  need  a  contractor? 
It's  possible,  of  course,  to 
save  money  by  acting  as 
your  own  contractor  But,  unless 
you  have  the  time,  experience 
and,  most  of  all,  the  personality 
that  can  attend  to  myriad  details, 
you'll  probably  find  playing  con- 
tractor a  losing  proposition. 
So,  assuming  you're  hiring  a  con- 
tractor, how  do  you  find  a  good 
man?  For  starters,  you  can 
scratch  anyone  who  doesn't 
carry  public  liability,  property 
damage,  and  workmen's  compen- 
sation insurance. 
Then  ask  your  relatives  and 


friends  for  names  of  companies 
they've  had  luck  with.  By  all 
means,  check  out  a  prospect's 
place  of  business  (preferably  Ic 
cal).  And  talk  to  some  satisfied 
customers  if  you  can.  Better  yel 
try  to  get  a  list  of  all  the  contra( 
tor's  customers,  and  pick  oul 
some  names  at  random.  If  hf 
gives  you  such  a  list,  that  alon 
is  a  good  sign. 

2  Have  you  written  cle 
and  detailed  specifics 
tions  for  the  job?  Specif 
cations  should  be  simple  but  cleai 
A  sketchy  outline  for  your  pre 
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ed  addition  is  unfair  both  to 
1  and  to  your  contractor, 
sre  are  so  many  variables  in 
struction  that  a  fuzzy  pro- 
al  is  bound  to  create  misun- 
standings.  At  best,  they'll 
;e  delays;  at  worst,  lawsuits. 
I  watch  out  for  specifications 
ch  could  raise  your  costs  with- 
adding  to  the  quality  of  con- 
iction. 

everyone's  sake,  make  sure 
r  contract  includes  a  careful 
Mfication  covering  every  as- 
;  of  the  job— work  to  be  per- 
iled by  each  trade,  specific 
erials  to  be  used,  costs  and 
like.  If  the  contract  is  complex, 
laps  your  lawyer  should  have 
5k  at  it. 
the  subject  of  materials:  spe- 

only  quality  brands  backed 
ay  reputable  companies.  The 
;  workmanship  can't  make  up 
second-rate  materials. 

[Have  you  checked  your  lo- 
cal building  codes  and  per- 
mit    requirements?     Al- 

igh  you  may  think  some  local 
ding  codes  are  unnecessarily 
;t  or  outdated,  most  of  them 
intended  only  to  insure  con- 
iction  that  is  safe,  sanitary 

fire-resistant.  So,  although 
:h  remodeling  needs  no  per- 

it  must  still  conform  to  the 
3  and  zoning  restrictions, 
erally,  you  need  a  building 
nit  whenever  work  on  your 


house  involves  structural  change, 
or  when  the  basic  living  area  is 
to  be  altered.  Thus,  redoing  your 
kitchen  may  not  call  for  a  permit, 
while  adding  a  dining  room  or  re- 
finishing  your  attic  probably  will. 
Usually  your  contractor  can  help 
you  through  the  maze  of  permits 
and  building  codes. 

4  What  type  of  room  do  you 
need?  Did  you  ever  sit 
down  and  list  the  activi- 
ties for  which  the  new  room  will 
be  used?  This  may  seem  superflu- 
ous if  you're  adding  a  bath,  but 
what  about  a  dining  room? 
Might  it  not  double  as  a  music 
room  as  well?  Or  a  library?  Ver- 
satility often  increases  the  value 
of  a  room.  And  a  house. 

5  Can  your  present  utilities 
handle  the  added  load?  If 
your  gas/oil  burner  is 
already  struggling,  a  new  room 
may  just  break  its  back.  If  your 
light's  already  dim  when  the 
iron  is  plugged  in,  you  may  have 
to  string  new  electric  lines  for 
that  new  laundry  room.  By  all 
means  make  sure  you  have  pro- 
vided for  any  additional  utility 
loads  before  you  firm  up  your 
construction  plans. 


6  Does  your  budget  take 
into  consideration  the  in- 
crease in  taxes  that  will 
arise  from  the  planned  addi- 
tion? Presumably,  your  new  ad- 
dition will  result  in  a  higher 
assessed  valuation  for  your  home. 
And  that  means  higher  taxes. 
These  taxes  represent  a  hidden 
cost  which  ought  to  be  reflected 
in  your  budget  for  the  new  room. 


At  Flintkote,  we've  been  making 
quality  roofing  materials   for  a 
long  time.  Earned  ourselves  a 
reputation  as  "the  roofing  com- 
pany." But  that  was  just  the  be- 
ginning. Because  now  Flintkote 
is  one  of  America's  biggest  and 
most  diversified  manufacturers-; 
of  building  products  for  home 
and  industry.  In  virtually  every 
phase  of  construction.  Here  are- 
just  a  few  of  the  things  Flintkote 
makes  and  does  today: 

Floorings  •  Ceilings  •  Walls 
Ready-mixed  concrete  •  Dry 
concrete  mixes  •  Bituminous 
paving  materials 
Waterproofing  coatings 
Pavement  sealers  •  Adhesives 
Lime  •  Portland  cements 
Plaster  •  Roofing  •  Insulation 
Corrugated  paper  products 
Drain  pipe  •  Service  pipe  (gas, 
water,  etc.)  •  Highway 
construction 
The  Flintkote  Company 
400  Westchester  Avenue 
White  Plains,  New  York  10604 


^body's  got  more  products  to  build  with.  FUNTKC^ 
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The  View  Through  Copper-Colored  Glasses 

Back  in  the  Sixties,  Ptielps  Dodge  was  called  "conservative."  Maybe  "smart"  is  a  better  word. 


An  old  apothecary  jar  sits  on 
George  Munroe's  desk.  Filled  with  a 
yellow,  crystalline  substance,  it  looks 
like  a  gag  gift  for  the  copper  execu- 
tive who  has  everything:  Solidified 
Smelter  Smoke,  the  label  reads.  But 
as  chief  executive  of  Phelps  Dodge, 
Munroe  doesn't  think  it's  so  funny. 
"We'll  have  to  run  our  smelters  as 
chemical  plants  to  take  enough  sul- 
phur out  of  our  smoke  to  comply  with 
the  Arizona  air-pollution  require- 
ments," says  Munroe  humorlessly. 
And  converting  the  smelters  into 
"chemical  plants"  would  cost  the  na- 
tion's second-largest  copper  producer 
$240  miUion. 

So  why  then  is  Phelps  Dodge  plan- 
ning to  build  a  brand-new  $100-mil- 
lion  copper  smelter  in  New  Mexico, 
where  environmental  controversy  al- 
ready rages  over  the  Four  Comers 
generating  plants  (Forbes,  Apr.  15, 
p.  32)?  "Look,"  explains  Munroe,  "I 
don't  think  this  country  means  to  blow 
the  whistle  on  jobs  and  copper  pro- 
duction. If  we  can't  build  a  modern, 
low-emission  smelter  in  one  of  the 
least  populated  areas,  then  there  will 
never  be  another  copper  smelter  built 
anywhere  in  this  country." 

Sfow  and  Careful 

For  all  his  pollution  problems, 
Munroe  has  less  to  worry  about  than 
most  copper  men.  For  years,  Phelps 
Dodge  was  known  as  the  most  con- 
servative company  in  the  industry,  but 
it  averaged  a  return  of  nearly  14%  on 
equity,  just  about  the  best  in  the  busi- 
ness and  pretty  high  by  any  stan- 
dard. This  was  the  average.  In  good 
years  their  return  was  five  percent- 
age points  higher.  In  last  year's  copper 
slump  PD's  earnings  were  off  only 
32%,  about  the  best  showing  of  any 
major  producer. 

Phelps  Dodge  avoided  debt  like  the 
plague,  and  it  diversified  only  with 
caution.  When  the  opportunity  arose, 
it  went  overseas— as  a  minority  (16%) 
partner  in  American  Smelting's  South- 
ern Peru  copper  project.  It  diversified 
into  other  metals  via  an  aluminum 
venture  with  Swiss  Aluminium;  then, 
having  second  thoughts,  it  converted 
that  commitment  into  a  40%  invest- 
ment interest  in  Conaico,  Swiss  Alu- 
minium's U.S.  affiliate.  And  when  it 
moved  into  uranium,  it  did  so  on  a 
trial  basis— acquiring  first  a  26%  inter- 
est in  Western  Nuclear  and  then  three 
years  later  working  out  a  merger. 

In  tlie  harsh  liglit  of  the  Seventies, 
Phelps  Dodge's  conservatism  looks  a 
good  deal  smarter  liian   the  venture- 
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Fastest-Crowing  Market.  No 
less  than  four  miles  of  Phelps 
Dodge  electrical  cable,  like  that 
being  tested  on  the  unearthly 
gear  above,  snake  through  the 
twin  towers  of  Manhattan's 
new  World  Trade  Center. 


someness  of  some  of  its  industry  col- 
leagues. Its  problems  in  Chile  aside, 
Anaconda's  diversification  into  alu- 
minum was  a  bomb,  and  Kennecott's 
acquisition  of  Peabody  Coal— even  if 
it  should  prove  a  moneymaker— may 
not  survive  the  antitrust  action  of  the 
Federal  Trade  Commission. 

Not  that  Phelps  Dodge  has  any  ob- 
jection to  diversifying  beyond  copper, 
provided  the  returns  are  attractive 
enough.  "We'll  take  whatever  we 
find,"  says  Munroe,  who  has  been  step- 


ping up  PD's  exploration  program.  So, 
far  it  has  turned  up  a  copper-lead- 
zinc-silver  deposit  in  Australia  and 
two  other  promising  copper  deposits, 
one  'also  in  Australia,  the  other  in 
South  Africa. 

Diversification?  "I  think  you'll  find," 
Munroe  goes  on,  "that  the  major 
profit  producer  in  any  copper  com- 
pany is  copper."  What  he  means  is 
that  copper  is  much  more  profitable 
than  most  other  major  metals,  so  that 
while  diversification  may  sometimes 
moderate  the  swings  in  the  copper  cy- 
cle, it  is  almost  certain  to  dilute  the 
rate  of  return. 

Phelps  Dodge  has  always  geared 
itself  to  make  the  most  of  copper's 
considerable  profit  potential.  By  ac- 
quiring its  own  fabricating  facilities, 
it  assures  itself  of  access  to  the  mar- 
ket when  times  are  hard.  By  carefully 
husbanding  its  1.5-billion-ton  reserve, 
it  has  assured  itself  of  operating  well 
into  the  21st  centmy  even  without  an 
expanded  exploration  program.  And 
by  calculating  its  investment  returns 
as  carefully  as  it  designs  its  mines,  it 
has  assured  itself  of  being  able  to  take 
the  copper  ore  out  of  the  ground  as 
cheaply  as  anyone  in  the  U.S. 

The  Old  and  the  New 

When  the  old  Lavender  open  pit 
mine  at  Bisbee,  Ariz,  is  exhausted 
sometime  next  year,  PD  will  lose 
around  30,000  tons  a  year  of  produc- 
tion. To  offset  it,  the  company  is  ex- 
panding the  big,  new  open-pit  mine 
at  Tyrone,  N.M.  that  will  add  40,000 
more  tons  to  total  production.  And 
the  Douglas  smelter,  which  is  being 
jeopardized  by  Arizona's  air-pollution 
law,  only  treats  the  output  from  the 
old  Lavender  mine  (although  it  does 
some  work  for  other  companies  too), 
so  even  if  it  were  forced  to  shut  down, 
the  company  would  not  really  be  hurt 
to  any  significant  degree. 

Considering  all  this,  the  company's 
commitment  to  copper  remains  strong. 
"Copper  is  one  of  the  real  fundamen- 
tal raw  materials  of  a  modem  indus- 
trial society,"  says  Munroe  fondly. 
With  more  and  more  countries  be- 
coming modern  and  industrial— Spain, 
China,  India,  the  African  nations- 
world  demand  for  copper  is  not  like- 
ly to  diminish  despite  the  present 
market  surplus.  The  major  problem, 
as  Munroe  sees  things  right  now,  is 
moderating  environmental  demands: 
"We  spend  the  vast  majority  of  our 
time  (as  well  as  $25  million  so  far) 
on  these  issues  rather  than  on  produc- 
tive concerns."  ■ 
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Busy  Bath 


Shipbuilding  may  seem  an  odd  base  for  a 
home  furnishings  conglomerate,  but  that's 
what  Bill  Kyle  used  at  Bath  Industries. 


So  ALL  RIGHT.  The  auto  isn't  a  status 
svinbol  to  today's  young  marrieds. 
But  what  is? 

That's  the  question  WiUiam  D.  Kyle 
Jr.,  then  president  of  Bath  Iron  W'orks, 
the  U.S.'  oldest  shipbuilder,  asked 
himself  several  years  ago.  The  answer 
he  came  up  with  was  home  furnish- 
ings, so  in  1968  he  acquired  floor- 
covering  producer  Congolevim-Nairn 
to  create  Bath  Industries,  and  he  has 
been  acquiring  home  furnishing  com- 
panies ever  since.  Today,  only  four 
years  later,  shipbuilding  is  about  205? 
of  Bath  Industries'  $250-million  sales; 
nearly  .50?  is  in  floor  coverings,  an- 
other 30?  in  furniture. 

Kyle  took  over  the  company  in  1967 
after  it  had  lost  $7..5  million  before 
taxes  on  $44.7-million  sales.  Last  year 
it  earned  S12.1  million,  SI. 61  a  share, 
on  sales  of  S2.50.6  million.  This  year? 
Well,  the  way  things  are  going  now, 
sales  and  earnings  both  should  rise  by 
about  15?.  "And  unless  there's  a 
change  in  people's  taste,  which  could 
happen,"  Kyle  says,  "we  should  keep 
going  that  way  for  four  or  five  years." 

Build  &  Sell 

Until  he  took  over  at  Bath,  Kyle, 
now  57,  had  been  an  entrepreneur. 
He  was  forever  starting  companies, 
building  them  up,  selling  them  oft  at 
a  profit:  His  first,  the  Kyle  Products 
Co.,  a  manufacturer  of  automatic  re- 
closers  for  circuits,  he  sold  in  1948 
to  McGraw-Edison;  Kyoba  Pipe  (plas- 
tic sewer  pipe)  went  to  Ashland  Oil 
in  1965;  Optikyle  (zoom  lenses)  was 
picked  up  by  Argus  in  1960;  and 
Kinder  Manufacturing  (carbide  cut- 
ting tools)  he  sold  off  in  1960. 

By  this  time  he  had  reached  the 
point  where  he  wanted  to  run  an  out- 
fit with  a  billion-dollar  potential.  He 
wanted,  he  says,  to  invest  in  "a  quality 
producer  in  an  industry  hard  to  get 
into,  a  listed  company,  one  that  didn't 
have  a  jillion  shares  outstanding."  He 
wanted  a  company  that  was  profit- 
able; and  when  he  bought  into  Bath 
Iron  Works  in  1964,  it  seemed  to  fill 
the  bill  exactly.  But  no  sooner  was 
Kyle  on  the  board  than  he  discovered 
that  Bath's  management  was  living  in 
a  dream  world.  "They  thought  they 
were  making  a  profit,"  he  says,  "but 
they  weren't."  And  so,  when  the  com- 
pany lost  S7.5  million  in  1966,  the. 
directors  named  Kyle  as  president. 

His  first  acquisition,  Congoleum- 
Naim,  is  typical  of  his  later  ones.  It 
wasn't  the  biggest  company  in  floor 


coverings  ($80.7  million  in  sales,  vs. 
Armstrong  Cork's  $534  million),  but 
it  was  the  leading  maker  of  cushioned 
vinyl  hard  surface  floor,  the  fastest- 
growing  part  of  the  business.  It  had 
good  management  and  was  profitable. 

Congoleimi  had  another  plus:  a 
patented  process  for  embossing  vinyl 
floor  coverings.  Its  competitors  adopt- 
ed the  process,  and  now  must  pay 
Bath  a  royalty. 

After  Congoleum,  Bath  bought  sev- 
eral other  home  furnishings  companies: 
Webb  Furniture  (Early  American  fur- 
niture); Coronet  (popular-priced  ta- 
ble and  swag  lamps);  Howard  Parlor 
(upholstered  furniture);  Mersman 
Brothers  (occasional  tables);  Lewis 
Carpet  Mills.  Kinder  Manufactur- 
ing, which  was  acquired  in  the 
Congoleum  deal,  is  the  U.S.'  largest 
and  only  national  manufacturer  of 
mobile  home  furnishings.  Bath's  sales 
to  the  mobile  home  industry  were 
S65  million  last  year,  vs.  .$9.4  million 
in  1967. 

"The  home  furnishings  business," 
Kyle  says,  "is  where  the  beer  business 
was  a  few  years  ago  when  there  were 
still  hundreds  of  local  breweries.  Now 
there  are  only  half  a  dozen  national 
breweries.  The  same  thing  is  going  to 
happen  to  home  furnishings." 

One  reason:  mass  marketing  on  the 
basis  of  instant  delivery.  "Levitz  has 
gotten  a  lot  of  publicity,"  says  Bath's 
secretary  and  treasurer,  Richard  J. 
Fisher,  "but  the  people  who  really 
have  been  pushing  this  are  Sears. 
Nc^w,  if  you're  promising  delivery  in  24 
hours,  you  have  to  have  a  supplier 
who  can  make  that  promise  good  for 
you.  That  means  a  mass  manufacturer 
with  plants  and  warehouses  all  over 
the  country."  Like  Bath,  that  is. 

Meanwhile,  Congress  is  starting  to 
think  of  rebuilding  the  U.S.  Navy  and 
merchant  marine,  so  Bath's  shipbuild- 
ing business  is  prospering,  and 
though  Bath  lost  one  big  destroyer 
contract,  to  Litton,  it  has  just  got  the 
lion's  share  of  the  design  contract  for 
50  small,  fast  destroyers,  a  program 
that  could  run  to  S2..5  billion. 

So  Kyle  argues  that  Bath  now  has 
a  solid  income  producer  in  shipbuild- 
ing and  a  growing  market  in  home 
furnishings.  In  home  furnishings, 
where  he  thinks  the  big  guys  are  go- 
ing to  gobble  up  the  little  guys,  he 
is  determined  that  Bath  is  going  to  do 
the  gobbling.  And  for  once— or  so  Kyle 
smilingly  insists— he's  not  at  all  inter- 
ested in  selling  out.   ■ 


WIS  MEH  ARE  EVERYWHERE! 


SIX  OF  AMERICA'S 
MOST  KNOWLEDGEABLE 
INVENTORY 
PROFESSIONALS... 


Ouane  Schmitten 
South  Central 


Robert  Goodwin 
Southwest 


Larry  Fisher 
Northwest 


OUR  AREA  MANAGERS  FOR  OUR  20 
NATIONWIDE  OFFICES  ...  At  your 
service  -  utilizing  specially  devel- 
oped techniques  and  the  most  ad- 
vanced equipment  —  to  provide  you 
with  an  accurate,  dependable  and 
fast  inventory.  At  a  fair  price.  WIS 
is  a  service  you  can  count  on!  .  , , 
call  us  today! 

WASHINGTON 
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May  we  send  you  our  brochure? 
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General  Offices:  7150  El  Cajon  Blvd. 
San  Diego,  Calif.  (714)  461-8111 
Offices  located  in:  ATLANTA,  DALUS, 
DENVER,  HAYWARD,  HOUSTON,  KAN- 
SAS CITY,  LOS  ANGELES  (5),  PORT- 
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KILL  LAKE  WEEDS 

New  Aquacide  pellets 
destroy  unwanted 
underwater  weeds. 
Easy  to  use.  Lasts  for 
months.  Spread  like 
grass  seed,  and  special 
2-4D  concentrate  kills 
weeds  at  any  depth. 
Used  and  tested  by 
many  state  conserva- 
tion departments. 
Proven  safe  for  swim- 
mers and  fish. 

10   lb.   can,  (Treats   4.000  sq.   ft. 
of   lake   bottom)    $14.95    plus    $2 
for   postage.     (50   lb.  carton,   $50 
plus   $5   shipping) 
Or  write  for  free  information  to: 

AQUACIDE  CO. 

308  Prince  St.,  Dept.  BE,   St.  Paul,  Minn.  55101 
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Pindling's  Paradise  Lost? 

Can  tourism  and  tax  havens  coexist  witti  democracy  and  the 
welfare  state?  Bahamas  Prime  /Minister  Find  ling  hopes  so. 


Is  THE  END  in  sight  for  what  until  a 
few  years  ago  was  the  most  peimis- 
sive  tax-free  haven  in  the  world,  the 
Bahamas,  those  700  islands  that  be- 
gin 90  miles  off  the  Florida  coast? 
Certainly  investors  have  been  scared 
recently.  "The  Bahamas,"  a  memo 
from  the  Grand  Bahama  Port  Author- 
ity observed  curtly  a  while  back, 
"have  tended  to  be  connected  with 
Black  Power  and,  in  our  case,  the 
Mafia.  We  need  political  stability  and 
a  record  of  success  to  change  images." 

Neither  stabihty  nor  moderation 
seems  likely,  however.  After  five  years 
of  power.  Prime  Minister  Lynden  O. 
Pindling,  a  suave,  black,  London-ed- 
ucated attorney,  is  about  to  call  an 
election  this  summer  or  fall  in  the 
254-year-old  former  British  colony,  and 
if  Pindling's  Progressive  Liberal  Party 
is  retained,  final  independence  from 
Mother  England  will  come  in  1973. 
What  will  freedom  bring? 

"Then  it  will  be  all  over  for  foreign 
investment,"  says  a  U.S.  banker  who 
tried  heading  a  Bahamas  subsidiary 
of  his  bank  for  four  years.  "I  fear  their 
last  bulwark,  a  free  judiciary,  will  go, 
and  you'll  have  a  dictatorship." 

Papa  Pindting? 

Pindling  is  hardly  the  dictator  type, 
but  it  is  possible  that  his  current  prob- 
lems could  drive  him  to  it.  He  came  to 
power  in  1967  through  a  one-seat 
Parliamentary  majority  over  a  part- 
time,  sometime  corrupt,  white  colonial 
government.  Pindling  promised  honest 
democracy,  paid  his  ministers  salaries 
—the  colonialists  had  been  satisfied 
with  "consultant  fees"— and  set  in  mo- 
tion a  "social  revolution."  He  promised 
jobs,  housing  and  education  to  the 
170,000  Bahamians  (85%  black)  liv- 
ing not  too  well  amidst  tourist  and 
white  affluence. 

By  1969  Pindling's  dream  had  come 
unexpectedly  close  to  reality.  The 
Bahamas  reveled  in  full  employment, 
and  as  a  discreet,  tax-free  financial 
center,  the  country  began  to  rival  even 
Switzerland.  In  that  year,  in  fact, 
some  SlO  billion  in  Eurodollars  went 
skittering  through  the  country  on  the 
way  to  foreign  subsidiaries  of  U.S. 
corporations.  In  1963  the  Bahamas 
counted  only  37  financial  institutions 
among  its  residents;  by  1969  there 
were  269.  And  not  only  wh(«ler-deal- 
cr  operations  like  Investors  Overseas 
Services  and  Gramco;  the  branches 
of  70  major  U.S.  banks  set  up  shop  in 
Nassau. 

Like     Switzerland,     ihv     Bahamas 


could  offer  depositors  secrecy  and 
freedom  from  taxes— income,  sales, 
dividend,  profits  taxes.  U.S.  banks 
could  hold  Eurodollars  offshore  in  tax- 
free  accounts  and  make  corporate 
loans  without  worry  of  exchange  con- 
trols. Wealthy  individuals  could  tuck 
nest  eggs  into  Bahamian  trust  ac- 
counts, and  mutual  funds  move  assets 
without  paying  any  lug  on  income  or 
capital  gains.  And  the  underworld 
could  launder  dirty  money  from  gam- 
bling, loan-sharking  and  the  narcotics 
trade  without  fear  of  investigation. 

With  all  this  bank  and  trust  money 
flowing  in,  funds  throughout  the 
world  inevitably  flowed  into  Bahamas 
real  estate  development  as  well.  Across 
the  harbor  from  Nassau,  on  Paradise 
Island,  land  was  offered  for  sale  at 
$300,000  an  acre.  On  Grand  Bahama 
Island,  the  two  casinos  were  full,  ho- 
tels, condominiums  and  an  oil  refinery 
were  rising,  and  Wallace  Groves,  the 
former  stock  manipulator  who  picked 
up  9:34  square  miles  there  as  his  pri- 
vate fiefdom  in  the  1950s,  was  sitting 
on  boomland.  Altogether,  Americans 
invested  $2  billion  directly  in  the  Ba- 
hamas ($900  million  at  Grand  Bahama 
alone),  not  including  $1.5  billion  in 
defense  and  missile  installations. 

Today  the  Bahamas'  once-heady 
prosperity  is  largely  gone.  The  unem- 
ployment rate  has  risen  to  10%.  In 
Nassau,  government  housing  and 
school  projects  stand  uncompleted  or 
empty.  At  Grand  Bahama's  Freeport, 
the  Bahamian  construction  crews  who 
were  building  apartment  hotels  have 
gone  to  the  out  islands  to  fish.  The 
400-room  International  Hotel  built  by 
Daniel  K.  Ludwig,  the  reticent  tanker 
tycoon,  stands  empty,  one  of  many 
white  elephants.  Some  banks  have 
taken  their  tmsts  out  of  the  country 
to  little  Grand  Cayman,  and  most  are 
ready  to  flee  completely. 

Closed  Door 

What  went  wrong?  Black  Power, 
for  one  thing.  The  sword's  point  of 
such  nationalism  was  a  tough  immi- 
gration policy  that  limited  work  per- 
mits for  foreigners  to  one  year.  It  was 
intended  to  bring  Bahamians  into 
such  key  posts  as  bank  and  trust  fund 
managers,  but  all  it  did  was  prevent 
Baliama  businessmen  from  bringing  in 
white  skilled  workers  at  all,  even  when 
Bahamians  weren't  available. 

"This  is  one  of  the  biggest  deter- 
rents to  further  investment,"  says  Sid- 
ney R.  Pine,  a  New  York  tax  con- 
sultant   with    an    extensive    Bahamas 


New  Cultures.  Forget  those 
Bahamas  fishing  villages.  To- 
day, tourism  alone  is  no  longer 
enough.  Only  industry,  like 
this  oil  transfer  complex  at 
Freeport,  can  provide  the  funds 
to  meet  rising  expectations 
with  increased  social  services. 
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Americans  are  pouring  $250  million 
a  month  into  Ginnie  Mae  pass-throughs. 

Why  is  Merrill  Lynch  getting 
more  of  the  business  than  anyone  else? 

Cumulative  total  of  Ginnie  Ma«'«  underwritten  bv  Merrill  Lvnch.  CnA^^S^II-vA^I  AwnA>4!<>A 


Cumulative  total  of  Ginnie  Mae's  underwritten  by  Merrill  Lynch. 
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When  Government  National  Mortgage  Associa- 
tion pass-throughs  first  came  out,  we  figured  they 
would  catch  on. 

So  we've  made  a  point  of  giving  people  good 
reasons  to  buy  them  fi:-om  us. 

Marketability. 

We  played  an  important  role  in  developing  a  strong 
secondary  market  for  Ginnie  Mae  pass-throughs. 
From  the  beginning  of  the  program,  we  stood  ready 
to  buy  back  any  Ginnie  Mae's  we  sold.  No  exceptions. 
(Result:  In  recent  months,  50  percent  of  our  business 
has  been  in  the  secondary  market.) 

Fast  service. 

It's  as  close  as  your  nearest  Merrill  Lynch  olffice. 
We've  put  our  Institutional  Account  Executives 
through  a  detailed  course  in  GNMA  securities.  Which 
means  they  can  answer  most  any  question  you  have 
about  them. 


Specialized  expertise. 

We've  put  together  a  flying  squad  of  Ginnie  Mae 
specialists  from  our  Government  Securities  Division 
and  from  our  real  estate  financing  subsidiary, 
Hubbard,  Westervelt  &  Mottelay,  Inc.  When  tough 
problems  come  up,  a  phone  call  could  bring  them 
right  to  your  office.  Overnight. 

New  issues. 

Hubbard,  Westervelt  &  Mottelay,  Inc.,  has  been  a 
leader  in  the  real  estate  financing  field  since  1924. 
They're  in  constant  contact  with  the  leading  mortgage 
bankers  around  the  country.  So  they're  in  a  good 
position  to  provide  a  steady  flow  of  new  Ginnie  Mae 
pass-throughs. 

Full-line  inventory. 

We  have  inventories  large  enough  to  offer  a  wide 
choice  of  coupons,  yields,  maturities,  and  deliveries. 
In  addition  to  single  family  dwellings,  we're  now 
marketing  Ginnie  Mae's  for  hospitals  and  multi-family 
housing.  And  we're  getting  ready  to  market  them  for 
mobile  homes. 

Our  sp)ecial  effort  has  paid  off.  As  the  chart  shows, 
we've  underwritten  $1  billion  worth  of  Ginnie  Mae's 
in  less  than  two  years. 

For  more  facts  on  how  we  could  help  you  with 
Ginnie  Mae  pass-throughs  — or  most  any  kind  of 
Government  Security  —  call  Rodger  Shay,  Vice 
President,  Government  Securities  Division.  His  direct 
line  is  (212)  422-2727.  Or  write  to  him  at  Merrill 
Lynch,  Pierce,  Fenner  &  Smith  Inc.,  70  Pine  Street, 
New  York.  N.Y.  10005. 


Merrill  Lynch  is  bullish  on  America. 


Power  Center.  When  fhey 
think  of  white  culture,  Ba- 
hamians can't  forget  how  the 
late  Sir  Stafford  Sands  ruled 
and  robbed  them  from  his 
law    office    in    this    building. 


background.  "A  bank  or  business  just 
can't  be  assured  its  key  people  will  be 
able  to  operate  there."  With  Black 
Power  also  came  Mafia  Power.  New- 
comers with  shady  records  began  ar- 
riving, and  Nassau  began  to  fear  that 
Meyer  Lansky's  national  syndicate, 
which  once  haunted  Miami  and  ran 
the  casinos  of  Havana  and  Freeport, 
was  regaining  its  old  power. 

If  the  outlook  is  grim,  you  could 
liardly  detect  it  at  Lyford  Cay,  where 
the  Firestones,  Heinzes  and  Mellons 
habitually  gather,  or  at  Willard  F. 
Rockwell  Jr.'s  Cat  Cay  Club  near  Bim- 
ini,  or  at  former  Pan  American  Chair- 
man Juan  Trippe's  place  on  Eleuthera. 
"The  game's  not  over,"  insists  Sir 
Harold  Christie,  the  white  real  es- 
tate agent  who  once  owned  most  of 
New  Providence.  "We  must  work  with 
this  government  to  keep  it  stable." 

The  record,  however,  is  not  reas- 
suring. Pindling  came  to  power  in 
1967  when  tlie  leader  of  the  white 
Bay  Street  Boys,  the  late  Sir  Stafford 
Sands,  was  caught  taking  a  $1.8-mil- 
lion  payoff  to  pennit  gambling  casinos 
at  Freeport.  Meyer  Lansky,  reputed 
king  of  American  gambling,  aided 
Pindling,  too,  by  allowing  his  one- 
time associate,  Mike  McLaney,  to  pro- 
vide Pindling  with  air  transportation 
lor  the  campaign  that  finally  toppled 
the  Bay  Street  Boys.  "I  think  the  new 
government  learned  more  from  Sir 
Slaflord  than  we  realize,"  says  a  U.S. 
hanker  who  left  the  Bahamas. 

('olnmnist  jack  Anderson  reported  a 


while  back  that  Moncrieff  J.  Spear, 
the  U.S.  consul  general,  had  filed  a 
secret  report  with  the  State  Depart- 
ment alleging  that  "recently  there  has 
been  evidence  suggesting  that  some 
Government  of  the  Bahamas  leaders 
are  getting  criminal  financing  and  are 
playing  politics  with  security  at  the 
casinos."  Neither  Spear  nor  the  State 
Department  will  comment,  but  Ba- 
hamas' gossip  certainly  brims  with 
confinnatory  innuendo. 

Meanwhile,  the  government's  coffers 
have  begun  to  run  dry.  Supported 
only  by  import  taxes  and  customs  du- 
ties, the  budget  has  been  running 
shortfalls  of  over  $13  miOion.  Pindling 
has  begun  looking  for  new  sources  of 
money.  Without  explanation,  he  an- 
nounced a  while  back  that  Benguet 
Consolidated,  which  runs  Freeport  and 
its  two  casinos,  and  Resorts  Interna- 
tional, which  gets  half  its  revenue 
from  the  Paradise  Island  casino,  had 
offered  to  share  casino  ownership  and 
management  with  the  goverimient. 
Understandably,  such  "offers"  make 
other  private  investors  nervous. 

High  Sights 

In  an  even  more  mysterious  way, 
the  Pindling  government  has  taken 
over  the  airlines  business.  Bahamas 
Airways,  the  existing  carrier,  suddenly 
closed  down.  In  its  place  came  two 
new  lines,  Bahamas  World  Airlines,  a 
charter  unit,  and  Flamingo  Airlines, 
a  jet-equipped  interisland  operator. 
Government  party  men  own  much  of 
the  stock.  Private  interests  include  the 
Nassau  Bank  &  Trust  Co.,  which  was 
recently  taken  over  by  a  mysterious 
California  engineer,  and  the  owner  of 
a  Brooklyn  bus  company. 

Pindling  has  begun  to  predict  that 


the  Bahamas  will  become  an  im- 
portant tanker  operator  on  the 
strength  of  a  deal  made  with  the  Bur- 
mah  Oil  Co.  Burmah  will  utilize  an 
oil  transfer  station  to  be  built  on 
3,000  acres  of  government  land  on 
Grand  Bahama  east  of  Benguet's 
industrial  park.  The  government  gets 
51%  equity  for  its  land;  49%  will  be 
held  by  Seabulk  International  Corp., 
a  Florida  tugboat  firm.  "We  won't 
always  require  51%  of  the  action,"  says 
Development  Minister  Jeffrey  Thomp- 
son, "but  we  will  want  a  piece.  We 
are  willing  to  let  the  professional  man- 
agers manage.  But  it  is  in  the  govern- 
ment's interest  to  see  that  the  popula- 
tion benefits  directly." 

All  Alone? 

That  may  seem  fair  enough,  but 
how  directly  will  the  population,  as 
opposed  to  a  sprinkling  of  Pindling's 
friends,  benefit? 

And  what  about  Black  Power?  The 
Pindling  government  is  trying  hard  to 
persuade  its  citizens  that  a  racially 
motivated  rudeness  toward  tourists  is 
bad  for  business  and  hence  can  cost 
jobs;  tourism  still  accounts  for  close 
to  two-thirds  of  the  economy.  But  a 
growing  number  of  Bahamians,  tend 
to  put  pride  above  economics,  and 
tourists  have  come  back  grousing 
about  paying  good  money  for  surly 
service.  Such  stories  spread.  The  same 
hostility  can  hurt  foreign  businessmen 
as  well  as  foreign  tourists. 

Caught  between  economic  reality 
and  popular  expectations,  many  an- 
other devoted  nationalist  has  suc- 
cumbed to  the  Imes  of  corruption- 
get  it  wliile  you  can— or  dictatorship. 
Or  both.  The  choices  facing  Pindling 
are  difficult,  to  say  the  least.  ■ 


Mystery.  Politics  and  business  are  still  a  heady  Bahamas  mixture.  The 
Monetary  Authority  has  suspended  the  $20-million-asset  British-American 
Bank  for  90  days.  No  one  knows  why.  But  Nassau  constantly  buzzes 
with    rumors    of    payoffs,    Mafia    interference    and    fearful    depositors. 
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Before  you  make  an  investment  de- 
cision, we  suggest  you  read  A  Hand- 
book of  Personal  Investing  Ideas 
from  Fortune. This  new  book,  avail- 
able exclusively  through  Fortune, 
offers  a  realistic  appraisal  of  invest- 
ment opportunities  and  pitfalls. 
During  these  turbulent  times,  it's  a 
book  that  both  large  and  small  in- 
vestors will  find  rewarding  to  read. 

We  would  like  to  send  you  a  com- 
plimentary copy  of  A  Handbook  of 
Personal  Investing  Ideas  from  For- 
tune —  and  we  can  with  your 
icceptance  of  an  introductory  sub- 
scription to  Fortune. 

Our  offer  is  a  good  one :  the  next  2 1 
months  of  Fortune  for  $14.75  — 
hat's  $13.25  less  than  at  the  annual 
iubscription  price;  $27.25  less  than 
he  newsstand  cost. 

Why  it  pays  to  invest 
in  a  Fortune  subscription 

Vhile  Fortune  costs  a  little  more 
lian   other   business   publications, 


you  can  expect  to  gain  considerable 
value  for  your  dollar.  The  reason  is 
simple.  Fortune  spends  the  time  and 
money  to  probe  deeper  and  uncover 
the  information  you  need  to  make 
more  intelligent  business  decisions. 
This  skill  has  won  the  attention  of 
the  world's  most  successful  execu- 
tives and  investors,  who  rely  on 
Fortune's  authoritativeness.  It  has 
also  attracted  a  growing  number  of 
middle  managers  and  professional 
people  who  regard  a  subscription 
to  Fortune  as  an  indispensable 
investment  for  career  and  income 
growth. 

Six  vital  Fortune  features 

1 .  Economic  forecasting  that  may 
be  the  most  accurate  anywhere. 

2.  Corporation  stories  that  tell  you 
why  companies  make  money  and 
lose  it,  what's  right  and  wrong  with 
management. 

3.  Industry  reports  that  dig  deep, 
for  information  that's  fresh  and 
original. 


4.  Sophisticated  investment  intelli- 
gence in  every  issue  —  but  no  hot 
tips  for  the  gullible. 

5.  Expert  guidance  on  management 
problems,  based  on  painstaking  re- 
search. 

6.  Technology  reports  that  explain, 
in  plain  English,  what  scientific  ad- 
vancements mean  to  you  and  your 
business. 

And  that's  just  a  start 

Fortune  also  investigates  the  non- 
market  factors  —  consumerism,  the 
environment  movement,  govern- 
ment regulation  and  fiscal  policy, 
urban  problems  —  that  have  a  de- 
cided effect  on  planning,  pricing 
and  profits.  No  other  business  pub- 
lication explores  these  important 
areas  as  thoroughly  as  Fortune. 

We  believe  that  this  is  a  logical  time 
for  you  to  try  Fortune.  It's  simple 
enough;  just  fill  out  and  mail  the  ac- 
companying card  —  or  write  to 
Fortune,  541  North  Fairbanks 
Court,  Chicago,  Illinois  60611. 


The  Money  Men 


The  Heat's  On 


Davis  T.  Dunbar  ]b.,  54,  runs 
Bethlehem  Steel  Co.'s  pension  fund 
portfolio,  and  the  heat  is  on  Dun- 
bar and  men  like  him  nowadays. 

There's  not  only  the  specter  of 
massive  legislation  moving  through 
Congress  to  reform  or  regulate  the 
way  private  pension  funds  handle 
their  assets  of  $150  billion,  there's 
the  more  ominous  pressure  of  rising 
corporate  costs  because  American 
workers  are  winning  bigger  pen- 
sions and  getting  them  earlier. 
Bethlehem's  fund  contributions 
bound  upward  something  like  15% 
a  year.  In  1965  the  company  paid 
$28  million  into  its  pension  trust. 
This  year  the  United  Steelworkers 
will  be  given  pension  vesting  rights 
after  15  years  service— even  if  they 
quit.  Bethlehem's  contribution  will 
rise  to  $65  million.  By  1985  the 
figure  may  hit  $200  million. 

In  case  you,  like  most  of  us,  are 
getting  blase  about  big  numbers, 
try  looking  at  it  this  way:  While 
these  pension  costs  are  soaring,  the 
profits  that  must  support  them 
are  not  rising.  Bessie's  preta.x  net 
last  year  wasn't  any  higher  than  in 
1961.  If  the  same  thing  is  true  of 
the  Seventies,  the  pension  claims 
could  just  about  eat  up  most  of 
Bessie's  profits,  $221  million  last 
year  before  taxes.  Whence  then 
comes  modernization  money?  Or 
dividends  for  stockholders? 

"With  compound  pressures  like 
that,  what  we  have  to  offer  in  re- 
turn is  investment  performance," 
says  Dunbar.  He  became  the  in- 
vestment manager  of  Bethlehem's 
fund  se\en  \'ears  ago.  Before  that, 
Dunbar,  an  engineering  major  at 
Har\ard,  spent  four  years  as  as- 
sistant in  the  finance  department. 

To  get  performance  to  relieve 
.some  of  the  pressure  on  earnings, 
Dunbar  has  done  what  many  other 
pension  managers  have  done: 
switched  heavily  from  bonds  to 
stocks.  Now  75%  of  Bethlehem's 
portfolio  is  in  common  stocks.  Un- 
like many  others,  however,  Bessie 
has  elected  to  pick  its  own  stocks. 
The  demand  for  pension  fund  per- 
formance is  sending  in-hou.se  op- 
erations, and  even  bank-run  funds, 
to  outside  money  managers.  Inland 
Steel,  for  instance,  recently  placed 
its  $3()0-million  portfolio  in  the 
hands  of  not  one,  but  four  out- 
side  money   managers   whose   per- 


formance is  constantly  monitored. 

"I  suppose  they  can  play  one  oft 
against  the  other,"  says  Dunbar. 
"And  if  you  got  a  lot  better  per- 
foiTnance  it  would  be  worth  spend- 
ing the  money.  But  we  just  don't 
think  you  do  get  better  perfor- 
mance outside." 

What  is  good  performance  for 
a  huge  fund,  which  by  its  very 
nature  must  consider  prudence  as 
well  as  performance?  Actuaries 
(Forbes,  Mar.  15)  usually  count 
on  a  4%  to  5%  annual  return  on  as- 
sets, and  most  pension  funds  per- 
formed that  well  during  the  Sixties. 
But  in  1966-70,  with  the  stock 
market  behaving  erratically,  says 
a  study  by  the  A.S.  Hansen  actu- 
arial firm,  bank-run  pension  funds 
averaged  a  return  of  only  1.5%,  in- 
surance companies  1.2%,  and  86 
mutual  funds  looked  at  hit  2.5.% 
The  point  is:  Stocks  are  no  sure 
cure-all  for  pension  ills. 

Bethlehem,  says  Dunbar,  aims 
at  a  long-term  return  of  9%  on  its 
equity  capital.  This  includes  real- 
ized and  unrealized  capital  appre- 
ciation, plus  dividends.  How  well 
is  Bethlehem  doing?  It  won't  say. 
The  1971  annual  report  does  list 
fund  assets  at  "cost,"  or  book  value 
some  4.5%  above  that  listed  in 
1970.  The  much  more  meaningful 
market   value   is   said   only   to   be 


higher.  But  the  report  tosses  out  a 
bit  of  a  scare  in  noting  that  the 
fund's  vested  liabilities  nearly  dou- 
bled last  year  to  exceed  the  market 
value  by  $145  million. 

Have  no  fears,  says  Dunbar. 
Everybody's  going  to  get  his  mon- 
ey^. The  equity  portion  of  Bethle- 
hem's fund  is  hitting  its  long-range 
goal  of  a  9%  return.  Last  year  it  did 
even  better,  somewhere  in  the 
range  of  11%- 13%.  But  last  year 
was  a  good  one  for  stocks. 

"Perhaps  you  could  do  even  bet- 
ter," says  Dunbar,  "having  some- 
one actively  trade  stocks  in  a  go-go 
manner  on  a  short-term  basis.  But 
that  doesn't  interest  us.  In  a  pen- 
sion fund,  long-term  performance 
is  the  name  of  the  game." 

Dunbar  divides  up  the  daily 
chore  of  watching  the  fund's  move- 
ment with  three  junior  money  man- 
agers. Each  of  the  four  men  takes  a 
$150-million  chunk.  Farming  out  a 
fund  that  size  could  cost  some 
$600,000  a  year  in  fees.  Dunbar's 
budget  is  only  a  fraction  of  this. 
For  policy  guidance,  Dunbar  an- 
swers to  the  fund's  seven  trustees, 
all  Bethlehem  officers  headed  by 
President  Lewis  W.  Foy.  "Five  of 
them  are  on  the  same  floor  as  I  am 
at  our  headquarters,"  says  Dun- 
bar. "We  meet  formally  once  a 
month,    informally     almost    daily, 


Dunbar  of  Bethlehem  Steel 
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and    they     get     a    daiK     report." 

The  approach  is  a  pragmatic  one 
containing  onl\-  a  few  guidelines. 
Bethlehem  won't  put  more  than  3% 
to  4%  of  its  fund  into  any  one  stock, 
nor  will  it  purchase  more  than  i% 
of  the  equit>'  of  any  one  company. 
The  holdings  are  all  stocks  like 
Avon,  IBM,  Xerox,  Sears  and  East- 
man Kodak— "blue  chips  or  stocks 
with  the  potential  of  becoming  blue 
chips  soon, "  says  Dunbar. 

Bethlehem  stays  nearly  fully  in- 
vested all  the  time  (less  than  1% 
is  in  cash)  and  switches  emphasis 
from  one  portion  of  the  economy 
to  the  other.  No,  it  won't  invest 
in  certain  aging,  capital-intensive 
industries,  a  subject  Dunbar  is  sen- 
sitive alx)ut.  Recently  Bethlehem 
has  l^en  working  more  of  its  port- 
folio into  issues  which  rely  on  con- 
sumer spending.  "Why  not?"  asks 
Dunbar.  "Consumer  spending 
makes  up  almost  75%  of  the  gross 
national  product,  and  it's  going  to 
take  a  bigger  share." 

.Most  of  the  research  for  Beth- 
lehem's fund  is  derived  from  the 
several  brokerage  houses  that 
regularly  execute  its  orders.  But 
Dunbar  and  his  team  keep  track 
daily  of  all  the  stocks  in  Bethle- 
hem's portfolio  plus  30  or  40  oth- 
ers that  are  possible  buys.  Deci- 
sion-making begins  with  a  com- 
puter worksheet  on  which  items 
like  earnings  record,  dividends  and 
the  "beta  factor"— volatility— are 
distilled  down  to  a  high  and  low 
\alue  for  individual  stocks. 

\\'hen  the  price  rises  above  that 
\  alue,  Bethlehem  probably  will  sell 
at  least  part  of  its  holdings.  "If  it 
drops  below,  for  what  doesn't  seem 
to  be  a  veiA  good  reason,  we'll 
probably  buy  in,"  says  Dunbar. 
This  sometimes  results  in  dramatic 
counteraction  to  mutual  funds 
ihat  are  unloading  large  blocks. 
"We're  not  traders,"  says  Dunbar. 
"But  we  do  attempt  to  take  advan- 
tage of  price  swings  when  there's 
a  fundamental  reason  to  move." 
Going  even  further,  he  adds  that 
he  is  taking  a  close  look  at  using 
put  and  call  options  to  increase  re- 
turn. "For  the  big  portfolio,  the 
day  of  using  puts  and  calls  has 
arrived,"  says  Dunbar. 

Put  and  call  options?  Bethlehem 
Steel?  Dunbar  merely  says  they 
are  "considering"  it,  but  even  the 
thought  shows  how  seriously  com- 
panies like  Bethlehem  are  taking 
the  pension  situation  these  days.  ■ 


Earl  Nightingale 
would  like  to  talk 
to  you  about 

an  unusual 

business 
opportunity 


its  all  on  a  record 
we'll  send  you  free! 

With  it  you'll  get  the  full  story  of  the 
business  opportunity  that's  been  building 
for  more  than  a  decade. 
Earl  Nightingale,  "the  dean  of  personal 
motivation",  is  the  world's  most  hstened-to 
broadcaster.  His  radio  and  television  programs  are 
heard  daily  on  almost  1,000  radio  and  television 
stations  throughout  the  free  world.  Now,  he 
talks  directly  to  you  with  this  personal  recording. 
Hear  Earl  Nightingale  tell  you  how  you  can  reach 
broader,  more  rewarding  goals  in  a  new, 
high-income  career. 

Hear  Earl  Nightingale  tell  you  how  you  can  bring 
to  individuals  and  to  industry  the  personal 
development  and  management  motivation 
programs  already  success-proven  by  more  than 
300  of  Fortune's  top  500  corporations  and 
thousands  of  other  large  and  small  businesses. 
Hear  Earl  Nightingale  tell  you  how  the  Nightingale 
Distributor  Opportunity  can  take  you  quickly 
to  your  goals  with  only  a  small  inventory  and 
training  investment  on  your  part,  and  complete 
help  in  all  directions  on  ours. 


It's  all  on  the  record 
— yours  FREE  with  this 

coupon.  Do  mail  it  today. 


earl  nightingale 

fSI 


communiiotians 

NK;IITINGAI-K.C0NANT  CORrORATION 

6677  N.  Lincoln  Ave.  — Dcpt.  8552 
Chicago,  III.  6064.-> 

Please  send  your  FREK  record  and  all  the  facts 
about  the  Nightingale  Distributor  Opportunity.  1 
am  under  no  obligation. 

Name _ 


City. 


state/Zip  . 


the  man  you  want 

to  succeed 

reads 
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Sleight  o'  Hand 

There's   more   than   meets   the   eye   in    W.T. 
Grant's  recent  dip  in  earnings  on  rising  sales. 


Of  all  the  heads  of  the  half-dozen 
billion-dollar  U.S.  general  merchandis- 
ers—Grant, Kresge,  Marcor,  Penney, 
Sears  and  Woolvvorth— W.T.  Grant 
Co.  President  Richard  C.  Mayer 
would  seem  to  have  the  most  compel- 
ling reason  to  be  afraid  for  his  job. 
Since  he  became  president  in  1968, 
after  a  21-year  career  in  which  he  set 
up  the  company's  credit  operation 
(now  25%  of  sales)  practically  from 
scratch.  Grant's  sales  rose  40%  to  last 
year's  $1.4  billion.  But  a  two-year  de- 
cline in  earnings  has  left  them  8%  be- 
low their  level  when  Mayer  took  over. 

But  Mayer  is  not  jumping  at  shad- 
ows, for  a  variety  of  reasons.  For  one 
thing.  Grant  has  remained  a  highly 
profitable  marketer.  Over  the  past  five 
years,  only  Kresge  and  Penney  among 
the  big  general  merchandisers  have 
surpassed  its  15%  average  return  on 
equity,  though  last  year  the  figure 
sagged  a  bit  to  12%. 

The  real  reason  for  Mayer's  relative 
composure,  however,  is  that  he  knows 
what  Grant  is  up  to— that  is,  probably 


the  most  ambitious  expansion  program 
of  any  of  the  mass  merchandisers  re- 
gardless of  size. 

First,  Mayer  is  adding  floor  area  at 
an  unprecedented  rate.  Last  year  he 
added  some  7.2  million  square  feet  of 
space  in  new  stores  and  enlargements, 
while  closing  some  700,000  square 
feet— a  net  increase  of  some  17%  over 
1970's  total  area.  And  he  expects  that 
level  of  expansion,  far  from  being  a 
one-year  bulge,  to  be  maintained  for 
the  next  three  years.  As  he  points  out, 
store  openings,  expansions  and  clos- 
ings must  be  programmed  three  years 
in  advance,  therefore  he  knows  the 
level  to  which  the  company  is  com- 
mitted for  the  next  three  years.  Later, 
as  he  expands  his  sales  base,  Mayer 
figures  he  might  increase  the  pace; 
but  he  will  not  in  the  foreseeable 
future  slow  it  down. 

Gef/ing  Bigger  Faster 

Grant's  expansion  is  the  more  im- 
pressive in  that  it  about  equals  that  of 
$3.5-billion-sales   S.S.    Kresge   and   is 


The  old-time  Grant  store  is  a  far  cry  from  today's. 


^ 
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greater  than  that  of  $4-billion-sales 
J.C.  Penney.  The  result  will  be  a  net 
increase  of  about  50%  in  Grant's  store 
area  in  the  next  three  years,  after 
'  about  10%  of  the  company's  older 
stores  have  been  shut  down.  And  that 
is  on  top  of  an  expansion  that  in  the 
last  five  years  has  accounted  for  some 
40%  of  Grant's  current  floor  space. 

Tlrat"  recent  expansion  has  yet  to 
realize  its  sales  potential,  so  that 
Grant's  sales  per  square  foot  last  year 
were  less  than  half  those  of  its  com- 
petitors. Grant's  product  mix  has 
changed  significantly  in  recent  years. 
From  its  original,  almost  total,  con- 
centration on  soft  goods,  it  has  ex- 
panded to  include  appliances,  home 
furnishings,  sporting  goods  and  the 
like.  This  is  one  reason  for  the  im- 
portance of  credit  in  Grant's  scheme 
of  things  and  one  reason  why  Mayer, 
as  the  architect  of  the  company's 
credit  operation,  got  the  nod  as  chief 
executive.  Mayer  figures  credit  will 
eventually  account  for  some  35%  of 
sales  vs.  today's  25%,  as  the  company 
opens  more  large  stores  selling  more 
big-ticket  items;  but  already  this  has 
had  the  effect  of  increasing  hard  goods 
and  home  furnishings  to  50%  of 
Grant's  selling  space. 

Grant  still  has  an  image  problem 
in  areas  where  existing  Grant  units 
lead  customers  to  think  of  it  as  a  va- 
riety chain.  That  may  well  be  behind 
Mayer's  preference  for  building  new 
stores  from  scratch  rather  than  ex- 
panding old  ones:  Last  year,  for  ex- 
ample, he  opened  83  new  stores, 
while  expanding  only  five. 

Regardless  of  its  size  (Grant's  new 
stores  come  in  three  stock  sizes: 
60,000,  100,000  and  180,000  square 
feet),  Mayer  figures  it  takes  three  to 
five  years  for  a  new  store  to  "mature" 
—that  is,  for  customer  acceptance  to 
build  both  the  store's  sales  and  its 
profitability  up  to  what  he  considers 
acceptable  levels. 

He  claims,  therefore,  to  have  ex- 
pected a  couple  of  years  of  flat  earn- 
ings, as  multiple  openings  caused 
start-up  expenses  to  balloon  at  the 
same  time  that  recently  opened  stores 
were  still  in  the  maturing  period. 
What  he  did  not  expect,  he  goes  on, 
was  the  economic  slowdown,  which 
turned  the  anticipated  flat  earnings 
into  declining  ones.  But  he  confidently 
anticipates  that  the  large  number  of 
stores  now  niatming  will  return  the 
company  to  its  old  profitability. 

Thus  Grant,  one  of  the  first  mer- 
chandisers to  move  to  the  suburbs  in 
the  early  Fifties,  is  now  rushing  hell- 
for-leather  into  the  Seventies.  It  is  not 
likely  to  become  the  K-mart  of  the 
era;  too  much  competition  is  already 
there.  But  it  certainly  faces  no  danger 
of  being  left  m  the  lurch.  ■ 
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The  REIT  Way 


Attracted  by  the  seemingly  irresistible  appeal  of  real  estate  and 
high  yields,  investment  money  has  been  pouring  into  the  real  es- 
tate investment  trusts.  Is  the  boom  showing  signs  of  going  phf ft? 


After  years  of  boom,  the  real  estate 
investment  trusts  are  undergoing  a 
once-over  by  the  market.  The  REITs 
grew  from  nothing  to  S7  bilhon  in  as- 
sets in  a  Httle  over  ten  years,  and  they 
could  reach  the  S8-billion  mark  this 
year.  Nevertheless,  investors  are  be- 
ginning to  wonder:  Are  the  REITs  all 
they  were  cracked  up  to  be?  Is  this 
really  a  glamour  industry  or  just 
old  merchandise  wrapped  in  a  new 
package? 

The  re-evaluation  started  in  Novem- 
ber. Or  rather,  a  second,  more  serious 
re-evaluation  began.  The  first,  back  in 
late  1969,  was  just  a  stock  decline 
along  with  the  rest  of  the  market.  In 
late  1971,  however,  at  a  time  when 
the  market  was  in  a  state  of  euphoria 
about  REITs,  the  oldest  and  largest 
of  them.  Continental  Mortgage  In- 
vestors, for  the  first  time  reported  a 
decline  in  quarterly  earnings.  It  wasn't 
a  sharp  decline,  but  the  unexpected 
news  so  shocked  the  market  that 
REIT  shares  dropped  10%  to  20%  and 
even  more  in  just  a  few  days.  They 
have  been  recovering  since,  but  slowly. 

Continental  was  a  shock,  but  ap- 
parently not  a  shattering  one.  It  is 
characteristic  of  the  mixed  feelings 
the  market  now  has  about  REITs  that, 
at  the  same  time,  the  flood  of  new  is- 
sues and  new  financing  has  ebbed 
only  moderately.  Barring  a  series  of 
unexpectedly    poor    earnings    reports. 


1972  could  well  be  close  to  a  $l-bil- 
lion-sales  year  for  new  financings. 

In  spite  of  the  name,  REITs  do  not 
necessarily  own  real  estate.  Most— 
but  not  all— REITs  are  basically  real 
estate  finance  companies.  What  makes 
them  special  is  the  Act  of  Congress  of 
1960  that  created  them.  It  made 
REITs  exempt  from  taxation  if  I) 
they  have  75%  of  their  assets  in  real 
estate,  mortgages,  cash  or  govern- 
ment securities  at  the  end  of  each 
quarter,  2)  they  derive  75%  of  their 
gross  income  from  real  estate  and  3) 
they  distribute  90%  of  their  income  to 
shareholders.  They  must  have  at  least 
100  shareholders,  no  five  of  whom 
can  control  more  than  half  the  shares. 

The  fact  that  REITs  pay  no  income 
tax  but  must  distribute  virtually  all 
of  their  income  makes  them  attractive 
to  individuals  and  institutions  that 
pay  little  or  no  taxes,  such  as  pen- 
sion funds  and  life  insurance  compa- 
nies. Not  only  has  it  been  possible  for 
them  to  get  a  higher  return  than  on 
most  corporate  bonds,  but  there  is  a 
possibility  for  capital  gain,  and  the 
ownership  trusts  have  partially  tax- 
sheltered  income.  You  can  also  buy  a 
diversified  portfolio  of  loans  and 
investments. 

There  are  three  distinct  kinds  of 
REITs: 

•  Short-term  trusts,  which  invest 
chiefly   in   constmction   and   develop- 


ment loans  with  a  life  of  one  to  VA 
years.  The  most  common  type  of 
REIT,  these  profited  enormously  in 
1969  and  1970.  At  that  time  mortgage 
money  was  tight  and  they  were  able 
to  demand  a  wide  spread  between 
what  they  paid  for  money  and  what 
they  got  for  it,  especially  when  they 
were  highly  leveraged.  With  the  sharp 
decline  in  short-term  mortgage  lend- 
ing rates  (from  14%  to  8%),  they 
have  suffered  a  decline,  too,  for,  as 
existing  loans  have  been  turned  over, 
they  have  been  able  to  get  less  and 
less  interest  on  new  loans.  James  Don- 
ahue, who  regularly  monitors  48  ma- 
jor short-term  trusts  for  White,  Weld 
&  Co.,  recently  reported  that  38%  of 
them  had  suffered  a  drop  in  earnings. 
This  trend,  Donahue  believes,  will 
stop  "during  the  next  six  to  nine 
months  as  the  replacement  cycle  of 
lower  yield  mortgages  is  completed." 
Still,  who  would  be  so  bold  as  to  pre- 
dict the  course  of  interest  rates? 

•  Long-term  trusts,  which  special- 
ize in  regular  long-term  mortgage 
lending.  These  obviously  are  not  as 
sensitive  to  fluctuations  in  short-term 
interest  rates;  they  are  not  as  profit- 
able when  money  is  tight,  nor  do  they 
suffer  as  steep  a  decline  when  the  de- 
mand for  money  drops.  Some  long- 
term  trusts  are  very  conservative, 
using  little  leverage.  Their  shares  can 
be  thought  of  as  bonds,  though  they 
may  offer   a  modest   inflation  hedge. 

•  Equity  trusts.  These  are  REITs 
that  own  property,  but  they  are  not 
by  any  means  all  alike.  There  are, 
first  of  all,  the  equity  trusts  that  own 
developed  property  and  generate  cash 
flow  from  rents  and  depreciation.  Even 


REITs:  A  Statistical  Profile 

Assets 

Market  Value 

Est. 

Return  on 

Compmny 

Type  of  Trust 

(milUons) 

(millions)              Earnings  ANN* 

Yield* 

Book  Value 

Hubbard  Real  Estate 

Inv. 
Saul  (B.F.)  REI 

Equity 

$100 

$  82.6 

$1.56-Jan. 

7.20/0 

6.7% 

Equity  +  Mtg. 

89 

127.3 

1.40-Dec. 

5.3 

11.9 

Cabot,  Cabot  & 

Subordinated 

59 

63.8 

2.00-lan. 

7.1 

10.1 

Forbes 

Land  Trust 

Continental  Mtg. 

Short-Term  Mtg. 

424 

252.8 

1.00-Dec. 

6.9 

10.2 

Investors 

(Independent) 

First  Mortgage 

Short-Term  Mtg. 

280 

161.2 

2.10-Jan. 

9.1 

13.9 

Investors 

(Independent) 

Lomas  &  Nettleton 

Short-Term  Mtg. 

151 

126.4 

3.28-Dec. 

7.3 

11.3 

Mtg.  Inv. 

(Mtg.  Banker) 

North  American 

Short-Term  Mtg. 

111 

130.2 

2.36-Dec. 

7.6 

16.7 

Mtg.  Inv. 

(Mtg.  Banker) 

Diversified 

Intermediate-Term 

186 

196.2 

2.52-Dec. 

9.2 

12.5 

Mtg.  Inv. 

Mtg. 

Chase  Manhattan 

Short-Term  Mtg. 

418 

232.0 

3.64-Nov. 

6.2 

12.2 

Mtg./Realty 

(Commercial  Bank) 

Connecticut  General 

Long-Term  Mtg. 

217 

148.9 

1.84-Dec. 

6.0 

7.8 

M.&R. 

Equitable  Life  Mtg. 

Long-Term  Mtg. 

187 

152.2 

2.24-Jan. 

6.2 

9.2 

Source:  ReoHy  Trust  Review,  Vol. 

Ill,  No.  6,  published  by  Audit  Investment  Research, 

Inc. 

•Annualized— Quorter  multiplied 

by  four 
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during  the  boom  clays  of  the  REITs, 
they  were  not  notable  market  per- 
formers. Those  who  might  have  been 
tempted  by  the  equity  trusts  have 
generally  preferred  to  invest  directly 
in  real  estate,  avoiding  the  manage- 
ment fees  and  commissions  and  ob- 
taining larger  tax-sheltered  income. 

Then  there  are  the  land  trusts. 
These  buy  the  land  under  income- 
producing  properties,  then  lease  it 
back.  They  combine  the  high  return 
on  investment  of  the  short-tenn  trusts 
with  income  stability.  But  their  sec- 
ondary credit  position  makes  the  situ- 
ation more  risky— and  in  the  search 
for  new  land  for  development,  it's  easy 
to  invest  in  a  lemon. 

Finally,  there  are  the  development 
ti-usts.  By  developing  properties  them- 
selves, they  are  able  to  produce  a 
higher  cash  flow  than  equity  trusts— 
('/  they  are  well-managed. 

A  major  problem  all  the  REITs  face 
is  competition— not  only  competition 
from  banks  and  savings  &  loans  and 
insurance  companies,  but  from  each 
other.  Says  Durand  Holladay,  manag- 
ing trustee  of  Continental  Mortgage 
Investors:  "Today  you've  got  money 
chasing  deals  rather  than  real-estate 
developers  chasing  money. 

"Here's  the  picture:  A  REIT  can 
only  make  money  if  the  rate  it  charges 
the  developer  is  high  enough  to  pro- 
vide a  reasonable  spread  between  its 
cost  to  borrow  and  lend. 

"Too  many  ti-usts  are  hungry  for 
business  and  are  driving  rates  down 
to  a  point  of  no  return.  And  the  prob- 
lem is  compounded  because  so  many 
have  just  gone  public,  they've  got 
$40  million  to  $50  million  in  equity 
capital  and  are  anxious  to  lend  it. 

"If,  of  course,  they  don't  have  any 
borrowing  costs,  they  can  lend  their 
funds  at  a  much  lower  rate  than  an 
established  REIT  which  no  longer  is 
working  on  its  original  equity  capital 
but  has  to  go  into  the  money  market 
to  borrow  funds. 

"The  new  tiusts  are  lending  at  low 
rates-the  lowest  it's  been  in  years- 
and  this  is  really  putting  pressure  on 
the  older,  estabhshed  trusts  to  get 
their  money  out  at  rates  so  low  that 
profits  are  diminishing." 

For  all  these  doubts,  the  flood  of 
new  REITs  continues.  They  have  been 
a  great  thing  for  Wall  Street.  In  1970 
and  1971  the  $1.8  billion  of  REIT 
financing  in  the  market  generated  an 
estimated  $130  million  in  underwrit- 
ing fees  (plus  another  $10  million 
from  convertible  issues). 

Despite  the  decrease  in  the  spread 
l)etvveen  what  the  REITs  pay  for  mon- 
ey and  what  they  get,  the  outlook  for 
earnings  is  not  all  bleak.  For  some 
REITs,  at  least,  according  to  Thomas 
J.  Keams,  a  REIT  analyst,  there  will 


be  an  earnings  windfall  during  the 
next  year.  It  will  come,  not  from  an 
increase  in  income,  but  from  a  de- 
crease in  fees.  He  explains: 

"For  those  trusts  which  were  pub- 
licly offered  after  August  1969,  the 
Midwest  Securities  Commissioners  As- 
sociation, a  regional  securities  regula- 
tory group,  set  a  limitation  on  the 
amount  of  management  income  that 
can  be  earned  and  imposed  limita- 
tions that  relate  directly  to  the  size 
of  total  borrowings  or  leverage  im- 
posed. Essentially,  this  25%  limitation 
places  restrictions  on  the  percentage 
that  can  be  earned  by  the  trust's  man- 
agement. For  example,  a  trust  now 
receiving  a  fee  of  1.5%  plus  expenses 
would  reach  a  point  where  it  will  be 
entitled  to  receive  only  three-fourths 
of  1%,  with  the  difference  accruing  to 
shareholders.    In    other    words,    what 


was  formerly  an  expense  for  the  share- 
holder will  now  be  directly  translated 
into  higher  per-share  earnings  and 
subsequently  into  higher  dividends." 

Because  these  trusts  are  leveraged, 
the  impact  of  the  three-fourths  of  1% 
increase  can  add  up  to  even  more  of  a 
return  on  the  common  shares.  Since 
the  majority  of  trusts  were  formed 
after  August  1969,  for  those  affected 
that's  a  nice  extra  dividend  to  get, 
particularly  when  earnings  gains  are 
clearly  going  to  be  harder  to  come  by 
than  they  have  in  the  past. 

This  kind  of  thing,  of  course,  is  a 
one-time  shot  in  the  arm.  It  doesn't 
solve  the  long-term  problem,  especial- 
ly the  one  caused  by  the  possibly  ex- 
cessive flow  of  money  into  a  restiicted 
field.  All  booms  must  end.  For  the 
present  at  least,  time  may  have  run 
out  on  the  REIT  boom.   ■ 


Dejargonizing  the  REITs 

To  understand  real  esiaie  invesimeni  trusts,  you 
have  to  know  the  jargon;  here  are  some  key  terms. 

Construction  Loans: 

These,  generally  12  to  18  months  in  duration,  are  made  to  builders 
to  finance  construction  of  houses,  apartments,  etc.  They  are  repaid 
from  proceeds  of  a  permanent  mortgage,  which  most  trusts  re- 
quire the  builder  to  have  arranged  in  advance. 

Gap  Loans: 

A  further  loan  to  a  builder-developer  to  bridge  the  time  between 
completion  of  a  structure  and  the  time  when  a  pennanent  mort- 
gage is  disbursed.  The  gap  develops  because  the  pennanent  mort- 
gage may  be  contingent  upon  a  minimum  occupancy  percentage. 
The  gap  loan  gives  the  builder  extra  time  to  meet  such  requirements. 

Sale  &  Leaseback: 

A  common  financing  which  involves  purchase  by  the  REIT  of  an  in- 
terest in  a  property  from  its  builder  or  tenant  and  the  simultaneous 
leaseback  of  that  property  interest  to  the  tenant.  Such  arrangements 
are  often  with  wealthy  individuals  looking  for  tax  deductions. 

Second  Alorfgage  Loans: 

Loans  subordinate  to  the  claim  of  a  first  mortgage  lender.  Because 
of  higher  risk,  interest  rates  on  this  secondary  loan  are  higher. 

Sponsor: 

The  sponsor  functions  as  the  trust's  manager,  administering  day-to- 
day operations,  advising  on  policy  decisions,  recommending  invest- 
ments and  servicing  the  assets.  For  this  he  usually  gets  a  fee  based 
on  asset  size.  The  sponsor  is  often  a  bank  or  insurance  company. 

toon  Participations: 

The  original  portfolio  of  trust  investments  normally  comprises  loan 
participations  pmchased  from  other  lenders.  But  yields  from  such 
portfolios  can  be  deceptive  because  tiust  management  had  nothing 
to  do  with  picking  and  choosing  the  loans. 

Leverage: 

The  use  of  increased  amounts  of  borrowing  to  provide  a  greater 
return  on  the  common  equity.  This  is  particularly  common  when 
interest  rates  are  declining:  If  lower  rates  cut  the  equity  retmii  by 
20%,  one  way  to  compensate  is  to  increase  portfolio  size  with  bor- 
rowed money.  But  this  enhances  the  risk  as  well  as  the  reward. 

Cash  Flow: 

Reported  earnings  plus  depreciation  money,  both  of  which  are  paid 
to  investors,  the  latter  as  a  return  of  capital. 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  oj  an  offer  to  buy  any  of  these  securities.  The  offering 

is  made  only  by  the  Prospectus.  This  is  published  on  behalf  of  only  such  of  the  undersigned  as  are 

qualified  to  act  as  dealers  in  securities  in  the  respective  States. 


.\'ete  Issue 


April  1 1, 1972 


700,000  Shares 

Tenneco  Inc. 


7.94%  Cumulative  Preferred  Stock 


(par  value  ^100  per  share) 


Price  ^100  Per  Share 

plus  accrued  dividends  from  April  1, 1972 


Copies  of  the  Prospectus  may  be  obtained  from  only  such  of  the  undersigned 
OS  are  qualified  to  act  as  dealers  in  the  respective  States. 


Stone  &  Webster  Securities  Corporation 


White,Weld&Co. 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis 

Incorporated 


Blyth  &  Co.,  Inc. 
Kuhn,  Loeb  &  Co. 


The  First  Boston  Corporation 


Dillon,  Read  &  Co.  Inc. 
Loeb,  Rhoades  &  Co. 


duPont  Glore  Forgan 

Incorporated 


Drexel  Firestone 

Incorporated 

Goldman,  Sachs  &  Co.       Halsey,  Stuart  &  Co.  Inc.       Hornblower  &  Weeks-Hemphill,  Noyes 


Eastman  Dillon,  Union  Securities  &  Co. 

Incorporated 


Kidder,  Peabody  &  Co. 

Incorporated 


Lazard  Freres  &  Co. 


Smith,  Barney  &  Co. 

Incorporated 

Dean  Witter  &  Co.  Bache  &  Co. 

Incorporated  Incorporated 

EuroPartners  Securities  Corporation    E.  F.  Hutton  &  Company  Inc.    Reynolds  Securities  Inc. 


Wertheim  &  Co.,  Inc. 


Faces  Behind  the  Figures 


Ruckelshaus  of 
Environmental  Protection  Agency 


People  Should  Call 
Bill,  Not  Dick 

Come  on  now,  fellows.  Don't  keep 
calling  the  White  House  all  the 
time  just  because  people  are  bug- 
ging you  about  pollution  control.  It 
ties  up  the  phones,  and  it  doesn't 
look  good.  You  really  should  talk 
to  us,  here  at  the  Environmental 
Protection  Agency. 

So,  in  effect,  said  William  D. 
Ruckelshaus,  the  harried  young  ad- 
ministrator of  EPA,  to  a  recent 
Washington,  D.C.  conference  on 
government-business  relations. 

"Everyone  I  talk  to  in  the  press 
or  elsewhere  seems  to  be  convinced 
that  somehow  we  have  sold  out  to 
business,"  Ruckelshaus  complained. 
"A  substantial  minority  seem  to 
think  that  all  a  businessman  has  to 
do  is  dial  some  hypothetical  pollu- 
tion hot-line  in  the  White  House 
and  get  a  fast  remedy. 

"I  want  to  state  flatly  that  the 
White  House  has  never  interfered 
with  the  honorable  execution  of 
my  duties." 

The  fact  is  that  EPA  has  been 
as  busy  as  a  one-armed  paper- 
hanger  taking  these  big  polluters 
to  court,   he  went  on.   In  just   14 


months  the  EPA  has  instituted  318 
separate  legal  actions  against  a 
spread  of  industrial  and  municipal 
polluters.  "That's  an  average  of  22 
times  a  month,"  Ruckelshaus  add- 
ed proudly. 

Now  everybody  has  a  right  to 
be  heard,  he  continued,  and  EPA 
is  trying  to  be  as  fair  as  possible: 
"Some  say  we  are  impossibly  strict; 
others  claim  we  are  dangerously 
lenient.  The  truth  must  lie  some- 
where in  between." 

But  this  business  of  telephoning 
President  Nixon  has  got  to  stop: 
What  if  Jack  Anderson  were  listen- 
ing? "If  appeals  are  made  to  higher 
levels,  the  press  is  boimd  to  find 
out  and  draw  the  worst  conclusions. 
If  I  happen  subsequently  to  decide 
in  favor  of  a  particular  point  of 
view  or  give  redress  to  some  griev- 
ance, then  1  am  saddled  with  ex- 
plaining why  I  caved  in  to  White 
House  pressure. 

"Those  of  you  who  have  prob- 
lems must  bring  them  to  the  atten- 
tion of  the  e.xpert  administrators  on 
my  staff  in  EPA,"  he  urged.  "They 
will  be  glad  to  listen  to  anything 
you  have  to  say." 

But  don't,  please  don't,  call  You- 
know-who!  ■ 


Airport  Decongestant 

If  the  U.S.  economy  picks  up 
enough  so  that  planes  are  again 
stacked  over  the  nation's  airports 
waiting  their  turn  to  land,  get 
ready  for  the  new  Masefield  over- 
crowding eliminator. 

That's  no  bit  of  new  electronic 
wizardry,  but  a  fee  schedule  in- 
vented by  Sir  Peter  Masefield,  who, 
as  retiring  chairman  of  British  Air- 
ports Authority,  ran  London's 
Heathrow,  Gatwick  and  Stansted 
aiiports.  In  effect,  it  will  make  it 
more  costly  to  land  or  take  off  at 
London's  airports  in  peak  hours. 

"Like  many  U.S.  airports,"  says 
Masefield,  "Heathrow  is  not  short 
of  runways  or  facilities  on  a  year- 
round,  24-hour-a-day  basis.  The 
trouble  is  that  everyone  wants  to 
land  in  peak  hours,  peak  days  and 
peak  months.  We  are  starting  to 
tax  these  golden  hours."  Thus, 
where  a  transatlantic  Hoeing  707 
would  have  paid  $625  to  land  at 
London,  it  will  now  pay  up  to 
$780  during  paik  liours  (generalK' 
9  a.m.  to  1  p.m.  in  tlie  Nhi\-Octo- 
ber   peak    loinist    season).    If   that 


doesn't  spread  the  traffic,  Mase- 
field says  the  differentials  can  be 
widened  "to  make  it  more  profit- 
able for  aiilines  to  think  in  terms  of 
landing  during  nonpeak  horns." 

Masefield  also  plans  another  re- 
vision of  the  landing  fee,  which  is 
now  based  solely  on  weight.  Hence- 
forth it  will  also  be  affected  by 
the  number  of  passengers  on  an 
airliner.  For  example,  a  Boeing  747 
now  pays  a  flat  $1,440  landing  fee. 
In  future,  it  will  pay  $1,280  with 
100  passengers  or  less,  and  $1,755 
with  100  or  more.  On  top  of  wliich 
add  $52  if  the  aircraft  lands  during 
Masefield's  golden  hours  and  an- 
other $52  if  it  takes  off. 

The  new  fees  represent  Mase- 
field's swan  song.  He  has  blasted 
succe.ssive  British  governments  of 
both  parties  for  choosing  marshy 
Foulness,  45  miles  west  of  London 
center,  as  the  city's  fourth  airport— 
and  the  government  does  not  take 
kindly  to  criticism  from  its  own 
servants. 

But  Masefield,  at  age  58,  is  not 
going  on  the  dole.  He  quickly 
mo\ed  out  of  BAA  into  a  newly 
formed  property  company.  ■ 


Airport  Manager  Masefield 
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Pens/on  Pressure 

\\'h.\t  could  be  more  natural  in 
an  election  year  than  for  Congress 
to  increase  Social  Security  benefits 
for  senior  citizens?  Now  there's  a 
real  vote-getting  play.  A  Senate 
bill  would  raise  monthly  checks 
5?;  o\er  in  the  House,  Ways  & 
Means  Chairman  Wilbur  Mills  has 
a  bill  to  lift  them  20"?.  And  who's 
to  say  no? 

Robert  J.  Myers  for  one,  for  23 
years  the  Social  Securit\'  System's 
chief  actuary'.  The  Mills  plan,  he 
says,  "moves  much  closer  to  turn- 
ing Social  Security  into  a  national 
pension,  which  it  was  never  in- 
tended to  be.  Companies  and  work- 
ers can't  afford  much  longer  to  sup- 
port Social  SecuritN  and  private 
pension  plans  at  the  same  time." 

In  1970  Myers  quit  his  S35,000- 
a-year  job,  after  35  \ears  in  the 
System,  to  protest  what  he  calls 
the  "expansionist  policies"  of  his 
boss.  Commissioner  Robert  M.  Ball. 
"Right  now,  an  individual  can  re- 
ceive roughly  half  his  take-home 
pay  under  the  S>stem,  which  is 
about  where  it  ought  to  be  the 
way  the  System's  set  up.  A  5%  in- 
crease would  help  take  care  of  in- 
flation. But  the  remaining  15%  in 
the  Mills  bill  would  just  push  you 
toward  a  lOO'f  national  pension." 

Myers,  now  59,  teaches  at  Tem- 
ple University  and  spends  a  grow- 


ing part  of  his  time  urging  reform 
of  the  system  he  helped  administer 
so  long.  "The  Social  Security  Sys- 
tem is  a  good  one,"  he  says.  "One 
reason  is  that  it  is  in  competition 
with  and  under  constant  scrutiny 
from  private  pension  plans.  It  was 
designed  to  be  a  floor,  to  provide 
a   supplement    to   private   efforts." 

It  has  ne\er  given  retirees  with- 
out other  resources  anything  like  a 
livable  income;  the  average  pay 
today  is  $133  a  month  or  less.  But 
if  e\'ery  increase  must  be  paid  by 
lifting  Social  Security  withholding 
for  employed  workers,  young  tax- 
payers will  be  pitted  against  re- 
tirees more  than  ever  before.  To 
pay  the  extra  $22  a  month  that  the 
Mills  bill  promi.ses  to  all  27  million 
Social  Security  recipients  would 
cost  80  million  taxpayers  an  av- 
erage of  $69  a  year. 

What  also  bothers  Myers  is  that 
if  the  trend  continues,  private 
plans  will  tend  to  stand  still  while 
Social  Security  creeps  toward  some 
arbitrary  "100%"— for  nobody  agrees 
on  what  full  pension  protection 
should  be,  much  less  on  its  cost. 
"From  an  actuarial  standpoint,  So- 
cial Security  could  be  made  into  a 
national  system,"  he  concedes.  "But 
it  would  have  to  be  paid  for  dif- 
ferently—perhaps by  a  national 
payroll  tax.  But  no  one  has 
weighed  the  impact  of  those  deci- 
sions at  all."  ■ 


Actuary  Myers 


"Honored  Guest" 

Yol'd  thjnk  Yittaka  Katayama 
would  be  a  worried  man.  The  62- 
year-old  president  of  Nissan  Motor 
Corp.  U.S.A.,  whose  Datsun  is  No. 
Three  imported  car  after  \'olks- 
wagen  and  Toyota,  has  been  feel- 
ing the  heat  lately.  First  the  Pintos, 
Vegas  and  Gremlins  appeared. 
Then  President  Nixon  forced  re\'al- 
uation  of  the  yen,  making  Datsuns 
about  14%  more  expensive.  Now 
Ford  and  General  Motors  have  at- 
tacked the  Datsun-dominated 
mini  pickup  truck  market  with 
models  of  their  own,  both  im- 
ported from  Japan  and  virtually 
identical  to  Datsun's  "Li'l  Hustler." 
"We  welcome  the  competition," 
savs  Katavama.  In  1971  Datsun  ac- 
counted for  67,000  of  the  82,000 
mini  pickups  sold  in  the  U.S.  (the 
rest  were  Tovotas ) .  "The  total  mar- 
ket in  1972  will  be  200,000,"  says 
Katavama.  "We'll  sell  80,000.  Ford 


and  GM  will  simply  create  new 
customers."  In  1972  Ford  expects 
to  sejl  35,000  pickups  made  for  it 
by  Toyo  Kogyo  (Mazda).  Isuzu 
Motors  (34.2%-owned  by  GM)  will 
make  GM's,  but  Isuzu  is  one  of 
Japan's  smallest  truckmakers,  so 
U.S. -bound  production  will  be  lim- 
ited for  now. 

For  Katayama  and  Nissan,  com- 
petition has  clear  advantages.  Jap- 
anese dominance  in  certain  U.S. 
product  markets  is  obvious— and 
often  resented.  "The  surcharge  was 
a  signal  to  the  Japanese,"  says 
Katayama.  Datsun  likes  being  top 
dog  in  small  trucks,  but  it's  more 
comfortable  with  three  or  four 
competitors.  "We  wouldn't  want 
the  U.S.  Government  to  complain," 
Katayama  explains.  "In  Japan  we 
are  No.  Two  car  and  truckmaker. 
We  want  to  be  No.  One,  and  we 
work  very  hard  for  it.  But  in 
United  States,  we  just  want  to  be 
honored  guest."  ■ 


Katayama  of  Nissan  Motor 
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HowINA  Corporatioi 

Work  Arouni 


International  Firm  Repo 


Expanding  industries  of  all  types.  Rising  levels 
of  consumer  needs  and  wants.  Higher  family 
incomes.  Greater  economic  strength  for  many 
countries.  These  are  just  some  of  the  reasons 
why  the  world  needs  more  capital.  And  the 
imagination  to  use  it  wisely. 

This  is  the  work  of  INA  Corporation— to 
supply  needed  financial  services  to  businesses 
and  families  around  the  world.  It  is  a  job  that  we 
began  doing  in  1792  and  we  are  carrying  it  on  at  a 
greatly  expanded  rate  in  1972.  The  businesses  of 
INA  Corporation  are  notably  successful  in  gen- 
erating capital.  Today,  we  are  putting  that  capital 
to  work  in  many  creative  ways. 


110  Countries 

Our  insurance  group  — one  of  the  oldest  and 
largest  in  the  world -now  operates  in  110  coun- 
tries. We  have  over  91  fully  staffed  offices  in  a 
worldwide  network  stretching  from  Hong  Kong  to 
Los  Angeles  to  New  York  to  London  to  Sydney. 

Growth  in  reinsurance:  among  other  forms  of 
insurance,  we  are  specialists  in  reinsurance.  Dur- 
ing the  past  year,  we  established  u  separate  rein- 
surance facility -INA  Reinsurance  Company.  By 
year's  end,  INA  Reinsuni  nee  ranked  fourth  among 
United  States  reinsurers,  sixth  around  the  world. 

Our  investment  banking  interests  provide  a 
steady  stream  of  capital  for  businesses  throughout 


the  United  States  and  Europe.  Our  affiliate 
this  area— Blyth  &  Co.,  Inc.  and  Banque  Blyt 
Paris— have  underwritten  the  capital  reqi 
ments  of  many  of  the  leading  organization 
world  trade. 

Our  other  groups  include  real  estate  dev( 
ment  activities,   health   care   facilities,   insur. 
services,  and  the  manufacturing  and  distribi 
of  a  wide  variety  of  fire  prevention  and  fire 
pression  equipment. 


i  Putting  Capital  to 
le  World . 


;ord  Sales  and  Profits. 


Association  With  Suez 

urinpf  1971,  we  announced  the  formation  of 

International  Corporation  to  coordinate  and 

id  still  further  our  multinational  operations. 

xpect  our  international  operations  will  in- 

e  threefold  in  this  decade, 
fimdamental  part  of  our  European  opera- 
is  our  close  association  with  Compagnie 

iciere  de  Suez  et  de  I'Union  Parisienne.  M. 

les  Georges-Picot,   Honorary   Chairman   of 


is  a  director  of  INA  Corporation  and  Mr. 
T. 'Gurash,  Chairman  of  INA,  is  a  director 

nong  our  recent  international  ventures  have 
the  purchase  of  a  substantial  interest  in 
quipment,  one  of  the  largest  leasing  firms 
nee,  and  the  purchase  of  half  interest  in  the 
merican  Life  Insurance  Company  of  Athens, 
have  joined  with  Saint-Gobain-Pont-a- 
on  in  the  acquisition  of  an  important  stake 


in  Certain-teed  Products  Corporation  in  the  United 
States. 


Net  Income  Up  46% 

1971  was  a  busy  and  fruitful  year  for  us  and 
an  encouraging  one  for  our  shareholders.  Our 
net  income  per  share  for  1971  was  $4.21,  an  in- 
crease of  44%  over  the  $2.92  reported  for  1970. 
Consohdated  revenues  rose  11%  in  1971  to  $1,346,- 
000,000  from  their  1970  level  of  $1,209,000,000.  Net 
income  totaled  $100,700,000,  up  46%  over  the  prior 
year's  results  of  $69,000,000. 

INA  Corporation  is  committed  to  the  creative 
management  of  capital  in  over  one  hundred  coun- 
tries around  the  world.  Our  14,000  people  are 
pledged,  along  with  our  total  capital  assets  of  $3 
billion,  to  supplying  those  services  that  today's 
world  markets  require.  For  a  copy  of  our  1971 
Annual  Report,  write  to  Mr.  John  T.  Gurash, 
Chairman,  INA  Corporation,  1600  Arch  Street, 
Philadelphia,  Pa.  19101. 


INA 

Corporation 


yth  •  M.  J.  Brock  &  Sons,  Inc.  •  CompaKnie  Nouvelle  D'Assurances  •  INA  Properties  •  INA  Reinsurance  Company  •  Ins\irance  Company  of  North  America. 
I.,  Inc.  •  Life  Insurance  Company  of  North  America  ■  Pacific  Employers  Insurance  Company  ■  Philadelphia  Investment  Co.  •  Star  Sprinkler  Corporation. 


Faces  Behind  the  Figures 


People  to  the  Power 

Next  to  property  taxes,  nothing 
makes  homeowners  more  angry  than 
their  rising  utility  liills:  The  abso- 
lute cost  may  be  small,  but  the  bills 
are  depressingly  unavoidable.  And 
homeowners  have  had  ample  oc- 
casion for  anger  lately.  In  the  last 
two  years,  nearly  every  U.S.  elec- 
tric utility  has  had  one  sizable  rate 
increase,  and  many  are  now  after 
a  second. 

Take  Fairfax  County,  Va.,  for 
example.  Up  to  1970  Virginia  Elec- 
tric Power  Co.  managed  to  offset 
rising  costs  and  keep  rates  level, 
so  that  the  average  homeowner's 
bill  hovered  around  $13.78  a 
month.  Then  in  July  1970  Vepco, 
under  the  pressure  of  continuing 
cost  increases,  was  granted  a  rate 
hike  that  lifted  it  to  $16.62  and,  a 
year  later,  to  $17.12.  Now  Vepco 
wants  another  boost  that  could 
lift  it  to  over  $21. 

What  happened  next  is  part  of 
an  emerging  national  pattern  as 
once  rural  suburbs  begin  to  flex 
their  new  political  muscle.  The 
Fairfax  County  board  of  supervisors 
announced  last  month  that  it  will 
study  the  best  way  to  take  over 
Vepco's    facilities    in    the    county. 


Scoff  of  Fairfax  County 

Then  it  plans  to  buy  power  whole- 
sale from  Vepco  and  retail  it  to 
residents.  At  least  in  theory,  this 
could  provide  cheap  power  to  the 
voters  and  a  new  source  of  revenue 
for  the  county.  It  would  do  so  by 
operating  on  a  narrower  margin 
than  a  profit-making  company. 

"Actually,  it's  nothing  new,"  says 
Supervisor  James  Scott.  "Big  cities 
like  Los  Angeles  and  Memphis 
have  sold  and  even  generated  pow- 
er for  years.  Now  I  understand 
other  new  communities  are  consid- 
ering it." 

Electric  industry  spokesmen  con- 
firm that  takeover  talk  seems  loud- 


est in  areas  of  booming  develop- 
ment and  population  growth,  like 
Berkeley,  Calif.,  Tucson,  Ariz.,  Nor- 
man, Okla.  and  Fairfax's  neighbor, 
Falls ^  Church,  Va.  And  Fairfax 
County  is  certainly  one  of  the 
boomers:  While  its  population  was 
soaring  to  500,000,  family  income 
nearly  doubled  in  the  last  decade 
to  an  average  $1.5,700. 

"We  haven't  decided  just  what 
route  to  take,"  says  Scott.  "I  imag- 
ine the  easiest  way  would  be  to 
condemn  their  facilities  in  the 
county  [worth  some  $70  million], 
pay  for  it  with  bond  money  and 
buy  electricity  from  them."  Also  un- 
decided is  whether  to  join  with 
Falls  Church  and  Arlington  to  add 
200,000  more  customers  and  form 
a  regional  power  authority. 

Just  now,  about  the  only  thing 
that  could  stop  Scott  and  his  col- 
leagues is  the  Supreme  Court.  Last 
year  a  federal  court  in  Minnesota 
ruled  that  a  power  company  vio- 
lated antitrust  laws  by  refusing  to 
sell  wholesale  power  to  a  municipal 
power  company.  The  private  com- 
pany has  appealed,  but  the  Su- 
preme Court  has  not  decided 
whether  to  hear  the  case.  If  it  does 
not,  Fairfax  County  can  do  as  it 
pleases.  ■ 


Happy  Days  Ahead? 

Don't  tell  Women's  Lib,  but  men 
aren't  complete  beasts.  For  exam- 
ple, when  times  are  tough,  what  do 
they  cut  down  on  first? 

"Spending  money  on  themselves," 
says   John    D.   Gray,    chairman   of 


Hart,  Schaffner  &  Marx,  manu- 
facturer and  retailer  of  men's  cloth- 
ing. They  continue  to  buy  dresses 
for  their  wives  and  shoes  for  their 
children,  he  says,  but  they  make 
do  with  the  clothes  they  have. 

That's  why  "1970  and  1971  were 
two  of  the  worst  vears  this  indus- 


Groy  of  Horf,  Schaffner  &  Marx 


try's  had  since  the  Depression,"  he 
declares.  And  that's  also  why  they 
were  two  dreadful  years  for  his 
company.  Earnings  per  share  were 
down  from  $1.83  in  1969  to  $1.30 
in  1970  and  $1.18  in  1971. 

Don't  tell  Women's  Lib,  but  men 
aren't  complete  altruists,  either. 
When  things  start  looking  up,  they 
rush  out  to  bedeck  themselves. 

"The  male  animal  cuts  off  spend- 
ing on  clothes  first,  but  he  comes 
back  in  the  clothing  market  first," 
Gray  says.  "And  when  he  comes 
back,  he  comes  back  strong." 

That's  why  earnings  of  HS&M 
uere  up  34^  in  1972's  first  quarter 
on  10.6*  higher  sales. 

Gray  believes  the  recession 
wasn't  the  only  reason  for  the  slump 
in  the  men's  clothing  business  last 
year  and  the  year  before  last.  "The 
kooky  styles  hurt,  too,"  he  declares. 
"Men  just  didn't  know  what  to 
buy."  However,  he  adds,  the  reces- 
sion was  primarily  responsible. 

If  Gray  is  right,  if  men  are  in- 
deed a  leading  economic  indicator, 
things  must  be  looking  up  for  the 
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High-Fashion  Profits 

Family-owned  luxury  specialty 
stores  are  traditionally  unprofitable, 
says  Edward  W.  Carter,  60,  chair- 
man of  Los  Angeles'  Broadway-IIale 
Stores.  But  that  didn't  stop  him 
from  taking  on  Dallas'  prestigious 
though  low-profit  Neiman-Marcus 
three  years  ago,  and  it  won't  stop 
him  from  acquiring  New  York's 
equally  prestigious  Bergdorf  Good- 
man, now  that  the  Federal  Trade 
Commission  has  OKed  the  deal. 

To  Carter,  what  such  stores  need 
is  some  cash  and  a  nudge  in  the 
right  direction.  "Neiman-Marcus 
never  put  much  emphasis  on  mak- 
ing money,"  says  Carter.  "But  since 
the  acquisition  they've  shown  a 
steady  profit  improvement,  and  this 
year  they'll  achieve  a  profitability 
typical  of  our  company  "—about  4% 
on  sales  after  taxes.  The  problem, 
he  explains,  is  that  laxury  stores 
lack  the  capital  to  expand.  More- 
over, they  lack  the  high  volume 
over  which  to  spread  their  over- 
head. With  Broadway's  capital  re- 
sources   at    its    disposal,    Neiman- 


Corfer  of  Broadway-Hale 

Marcus  has  opened  or  is  scheduled 
to  open  three  new  stores,  and  once 
Bergdorf  Goodman  is  in  the  fold, 
it's  sure  to  follow  suit. 

For  Broadway-Hale,  there's  more 
in  the  acquisitions  than  profit.  Nei- 
man-Marcus and  Bergdorf  have 
dressed  up  Broadway-Hale's  image 
considerably.  And  beyond  that,  says 
Carter,  "going  into  high  fashion 
has  given  us  national  visibility  in 
both  the  [Eastern-oriented]  retail- 
ing and  financial  communities." 

Some    observers    have    worried 


lest  Broadway-Hale's  cost-con- 
scious merchandising  methods 
would  alter  Bergdorf's  character 
and  destroy  the  foundation  of  its 
success.  "The  same  apprehension 
existed  when  we  acquired  Neiman- 
Marcus  three  years  ago,"  says  Car- 
ter. "It  has  proven  entirely  un- 
founded. Since  we  acquired  it,  Nei- 
man-Marcus' stature  has  grown. 
The  quality  of  their  goods  has  in- 
creased. Their  average  sale  has 
grown.  And  Stanley  Marcus  runs 
the  store  just  as  before.  It  would 
be  presumptuous  of  me  to  tell  Andy 
Goodman  how  to  run  his  business. 
We  thought  he  was  doing  the  right 
thing  or  we  wouldn't  have  made 
the  acquisition,  and  we  want  him 
to  continue  doing  it."  But  he  adds: 
"Of  course,  if  Stanley  Marcus*  op- 
erations were  consistently  unprofit- 
able, he'd  not  stay  on  as  head  of 
that  business." 

Which  is  one  reason  why  Broad- 
way-Hale ranks  among  the  U.S.' 
most  profitable  department  store 
groups,  with  a  12.4%  return  on 
equity,  just  a  shade  under  top- 
ranking  Federated's  12.9%.   ■ 


Dirty  Story 

"Misleading,  unscientific,  dis- 
torted, partly  false  and  highly  pre- 
judiced"—that,  among  other  things, 
is  what  Chairman  Donald  C.  Cook 
of  American  Electric  Power  Co. 
thinks  of  a  550-page,  statistics- 
crammed  study  released  recently 
by  a  group  called  the  Council  on 
Economic  Priorities.  According  to 
the  study— a  survey  of  the  pollution 
control  efforts  of  15  major  utilities 
representing  25%  of  U.S.  generating 
capacity— AEP  was  one  of  the  two 
or  three  worst  polluters  surveyed, 
had  made  the  least  corrective  ef- 
forts and  would  have  to  spend  the 
most  (S377  million)  to  achieve 
"state  of  the  art"  control. 

What?  AEP  a  worse  polluter 
than  Manhattan's  own  Con  Ed,  al- 
so surveyed?  AEP,  the  company 
that  prides  itself  on  being  the  in- 
dustry's technological  pioneer? 
AEP,  whose  12.8%  return  on  equi- 
ty last  year  made  it  one  of  the  in- 
dustry's top  moneymakers?  What's 
the  story,  Don? 

"The  meanest  tactics  I've  seen 
since  Washington  of  the  Thirties!" 
Cook  explodes.  What  about  availa- 
bility of  fuel?  he  asks.  You've  got 
to  consider  that,  like  over  half  the 


industry,  AEP  bums  coal,  by  far 
the  cheapest  energy  source  in  its 
Midwest  region,  and  AEP's  coal 
happens  to  be  high-sulphur  coal. 
It's  unfair  to  compare  AEP  with 
utilities  that  can  make  greater  use 
of  oil,  gas  or  water  power.  And 
size?  AEP  generates  more  kilowatt 
hours  than  any  other  private  elec- 


Coofc  of  AEP 
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trie  utility.  So  naturally  it's  the  big- 
gest polluter. 

And  what  about  our  tall  stacks 
as  a  means  of  pollution  abatement? 
England,  far  more  densely  popu- 
lated than  the  U.S.,  feels  tall  stacks 
are  the  best  solution  yet,  since 
they  allow  sulphur  and  nitrogen 
oxides  and  fly  ash  to  diffuse  in  the 
upper  atmosphere.  Yet  federal  and 
state  regulatory  bodies  only  care 
about  what  comes  out  of  the  stacks, 
not  how  tall  they  are. 

And  what  about  all  this  wonder- 
ful pollution-control  equipment?  he 
asks.  "We've  probably  installed 
more  electrostatic  precipitators  than 
any  other  utility,"  says  Cook,  "but 
I'll  tell  you  something:  They  don't 
work  up  to  specifications.  And  no- 
where in  the  world  is  there  equip- 
ment available  that  can  control  sul- 
phur dioxide  pollution.  That's  why 
Southern  California  Edison  and 
Union  Electric  are  giving  up  on 
baghouses  and  other  new  pollu- 
tion-control equipment."  And  no 
research  expenditures?  "We're  not 
spending  money  on  technology  we 
know  won't  work,"  says  Cook. 

"Besides,"  he  adds,  "you  know 
who  the  biggest  polluter  really  is? 
The  United  States  Government's 
Tennessee  Valley  Authority!"  ■ 
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THE  SCORE 

at  the  end 
of  the 

FIRST 

QUARTER, 

1972 


Pages 

%  Gain 
Or  Loss 

Revenues 

%  Gain 
Or  Loss 

Business  Week 

Down   92.52 

-13% 

Down   $269,866 

-3% 

FORBES 

UP   29.19 

+  11% 

UP   $173,929 

+  8% 

The  page  gain  and  loss  figures  for  the  two  leading  business  magazines 
acquire  added  meaning  when  viewed  in  the  light  of  the  1971  record 
against  which  they  are  measured: 

Advertising  Pages  Gains  vs.  Losses 


1971  vs.  1970 

FORBES 

+   43.18 

+   4% 

Business  Week 

-575.34 

- 16% 

That's  the  latest  score,  for  those  who  like  to  keep  score. 


Source.-  Fia 


Forbes:  capitalist  tool 


The  Funds 


Picking  Bodies  instead  of  Stoci(s 


Small  investors  who  have  trou- 
ble picking  someone— a  broker,  a 
mutual  fimd,  an  investment  coun- 
selor—to help  manage  their  invest- 
ments may  be  comforted  to  know 
that  big,  knowledgeable  investors 
have  the  same  problem.  A  case  in 
point  is  John  F.  Meek,  vice  presi- 
dent of  Dartmouth  College  and 
chairman  of  its  investment  commit- 
tee, who  is  now  head  of  the  Com- 
mon Fund. 

The  Common  Fund  was  set  up 
with  Ford  Foundation  financial 
support  in  1970.  Its  purpose  was 
to  act  for  universities  and  secondary 
schools  in  managing  their  endow- 
ment funds,  many  of  which  had 
performed  dismally  during  the  Fif- 
ties and  Sbcties.  Aside  from  selling 
the  schools  on  the  idea  (203  have 
now  put  in  a  total  of  S165  million), 
Meck's  biggest  job  was  to  find  the 
right  men  to  run  the  fund. 

He  had  one  advantage:  His 
Ford  Foundation  backing  enabled 
him  to  spend  time  and  money.  So 
Meek  drew  up  a  list  of  225  invest- 
ment counselors  and  hired  two 
young  MBAs  to  work  full  time  on 
the  selection  process.  "We  probably 
cast  a  wider  net  than  any  previous 
fund  had  done,"  says  Meek.  It  took 
Meek  six  months  to  cut  that  list 
down  to  the  two  eventually  picked. 
Capital  Guardian  Trust  Co.  of  Los 
Angeles  and  Massachusetts  Finan- 
cial Services  of  Boston. 

Two  groups  of  investment  coun- 
selors did  not  fare  well  in  Meck's 
selection  process:  those  aflBliated 
with  banks  and  those  with  broker- 
age firms.  This  was  partly  for  mar- 
keting reasons.  "There  was  a  feel- 
ing at  that  time  [1968-69]  that  the 
banks'  performance  records  were 
not  outstanding,"  says  Meek.  "If  we 
had  picked  a  bank  and  announced 
it  in  early  1969,  a  lot  of  colleges 
would  not  have  come  into  the  fund. 
I  know  that  some  of  the  banks  have 
done  a  fairly  major  overhauling 
since  then." 

Investment  advisers  linked  to 
brokerage  firms  had  the  problem, 
says  Meek,  that  "we  didn't  think 
our  clientele  would  understand  our 
hiring  a  broker  to  manage  our  mon- 
ey. You  know  the  traditional  feel- 
ing that  a  broker  may  be  churning 
your  money." 

In  general,  though,  Meek  fol- 
lowed principles  that  any  investor 


might  use.  He  looked  for  firms  that 
would  assign  a  portfolio  manager 
who  was  not  overloaded.  He 
steered  clear  of  "department  store" 
coimselors  who  ofi^ered  every  finan- 
cial service  vmder  the  sun.  Further, 
says  Meek,  "We  wanted  someone 
concentrating  on  tax-exempt  funds. 
And  we  wanted  advisers  who  felt 
that  the  Common  Fund  would  be 
a  very  important  client." 

On  the  big  issue  of  past  perfor- 
mance. Meek  ran  smack  into  the 
same  problems  that  frustrate  any 
investor.  One  was  personnel  turn- 
over: Often  the  money  manager 
who  had  produced  a  good  record 
had  left  and  had  been  replaced  by 
an  unknown.  Another  was  how 
to  measure  past  performance: 
"How  do  you  know  they  aren't  just 
showing  you  the  showcase  ac- 
counts, when  they  have  300  in  all?" 

Fees  did  not  play  a  major  role 
in  the  search,  but  one  other  mea- 
sure did.  This  is  what  Meek  calls 
the  "life-cycle  concept."  The  idea, 
says  Meek,  is  that,  with  admitted 
exceptions,  investment  organiza- 
tions often  go  through  stages— "in- 
ception, take-off,  dynamic  growth, 
maturation  and  decline."  And  the 
exceptions  are  not  always  to  the 
good:  Some  go  directly  from  take- 
off to  decline.  Yet  so  often  does 
success  breed  failure,  says  Meek, 
that  he  and  his  staff  tried  to  pin- 
point where  each  firm  was  at  in 
its  life  cycle  and  to  select  firms 
entering  their  success  stage. 


Meek  of  Common  Fund 


Did  Meck's  net  catch  the  right 
fish?  Well,  Common  Fund's  net 
asset  value  is  up  10.5%  since  July 
of  1971,  compared  with  7.5%  for 
the  Standard  &  Poor's  500  average. 
But  of  the  two  original  fund  man- 
agers picked,  Massachusetts  Finan- 
cial, which  Meek  had  guessed 
would  be  the  more  conservative, 
has  turned  out  to  be  more  aggres- 
sive than  Capital  Guardian  Trust. 

By  early  1972  the  fund's  assets 
had  grown  so  large  that  two  more 
advisers  had  to  be  added.  New 
York's  Franklin  Cole  &  Co.  and 
Mathers  &  Co.  of  Chicago. 

It  seems  that  success,  too,  gen- 
erates its  own  problems. 


Credit  Card  Funds? 

Think  of  American  Express,  and 
the  first  things  you  think  of  are 
credit  cards  and  travelers  checks. 
But  American  Express  is  also  in 
the  business  of  mutual  funds.  It 
acquiied  a  batch  of  them  along 
with  the  Fund  American  Insur- 
ance companies  in  1968,  and  to- 
day these  funds— American  Ex- 
press Income  Fund,  Stock  Fund, 
Investment  Fund,  Capital  Fund, 
Special  Fund  and  International 
Fund— have  a  total  of  over  $725 
million  in  assets. 

So  far,  these  funds  have  been 
a  small  factor  in  American  Ex- 
press' overall  operation,  and  they're 
no  giants  in  the  fund  field,  either. 


But  that  could  change.  What  if 
American  Express  should  decide 
to  sell  mutual  funds  by  credit  card? 
The  potential  is  staggering. 

American  Express  has  4  milhon 
credit  card  holders— people  who 
fork  over  $15  per  annum  for  the 
privilege,  who  pay  their  bills  in 
30  days  and  whose  card  charges 
increase  at  a  nifty  annual  clip. 
Now  what  if  American  Express 
were  to  offer  to  bill  them,  say,  an 
extra  $25  a  month  to  buy  shares 
in  one  of  its  funds?  The  numbers 
are  large  enough  to  make  even  an 
Investors  Diversified  Services  sit 
up  and  take  notice:  millions  of 
dollars  flowing  in  steadily,  with 
no  salesmen  and  no  broker-dealers. 
And  what  if  American  Express  de- 
cided to  keep  the  sales  charge  on 
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CABLE  TV  STOCKS 

Why  we  now  pro/ecf  some  7000%  growth 
of  CATV  revenues  in  the  1970's 

A  monumental  change  in  Federal  regulations  of  Cable  Television  now 
promises  to  unleash  the  surging  expansion  of  this  still-infant  industry  into 
the  nation's  100  biggest  and  richest  TV  markets  , . .  where,  for  several  years 
now,  CATV  growth  has  been  virtually  locked  out. 

For  stock  market  investors,  the  mushrooming  of  Cable  TV  into  a  major  new 
communications  industry  may  represent  one  of  the  classic  ground-floor 
growth  opportunities  of  this  decade.  Solid  evidence  suggests  that  CATV 
earnings  may  even  challenge  the  combined  earnings  of  all  three  nationwide 
broadcast  TV  networks  (which,  like  the  telephone  companies,  are  barred 
from  further  participation  in  the  CATV  field). 

SPECIFICALLY  RECOMMENDED 

However,  the  capabilities  of  individual  Cable  TV  companies  to  reap  the 
rewards  of  this  volcanic  growth  potential  vary  markedly. 

You  are  therefore  invited  to  send  for  a  detailed  Advisory  Report  being  re- 
leased this  week.  Besides  giving  you  the  carefully  researched  facts,  this 
Report  appraises  reward/risk  factors  and  delineates  which  of  the  Cable  TV 
Stocks  we  recommend  for  especially  strong  growth  prospects. 

To  receive  the  Cable  TV  Stock  Advisory  Report  and  the  next  four  weekly 
releases  of  regular  service  to  examine  in  privacy  (no  salesman  will  call)  — 
mail  $5,  together  with  your  name  and  address  on  the  coupon  below. 

Name . 

Address 

City 


-State. 


.Zip. 


Send  to  Dept.  823 

RESEARCH  INSTITUTE  INVESTORS  SERVICE 

Research  Institute  Building,  589  Fifth  Ave.,  New  York,  N.Y.  10017 

Reports  confidential  to  subscribers.  Subscriptions  not  transferable. 


Public  Service  Electric  and  Gas  Company 


QUARTERLY  DIVIDENDS 
The  Board  of  Directors  has  de- 
clared the  following  dividends  for 
the  quarter  ending  June  30,  1972: 


Dividend 

Class  of  Stock    Per  Share 

Common 

$  .43 

$1.40  Dividend 

Preference  Common 

$  .35 

Cumulative  Preferred 

4.08%  Series 

$1.02 

4.18%  Series 

1.045 

4.30%  Series 

•1.075 

5.05%  Series 

1.2625 

5.28%  Series 

1.32 

6.60%  Series 

1.70 

7.40%  Series 

1.85 

9.62%  Series 

2.405 

All  dividends  are  payable  on  or  be- 
fore June  30,  1972  to  Stockholders 
of  record  May  31,  1972. 

MALCOLM  CARRINGTON,  JR. 
Vice-President  and  Secretary 


INITIAL  DIVIDEND 
The  Board  of  Directors  has  also 
declared  an  initial  dividend  of 
$1.9218  for  the  period  beginning 
March  30  and  ending  June  30, 
1972  on  the  7.52%  Cumulative 
Preferred  Stock. 


PSEG 


The  Funds 


funds?  The  possibilities  are  great. 

"We're  certainly  considering  a 
tie-in  to  the  card,"  says  Reid  T. 
Dennis,  46,  president  of  the  Ameri- 
can Express  Investment  Manage- 
ment Co.  "But  there  are  problems." 

One  problem  is  the  Securities  & 
Exchange  Commission  regulation 
concerning  the  number  of  days  af- 
ter a  trade  a  security  must  be  paid 
for.  "You  can't  buy  securities  on 
credit,"  notes  Dennis. 

Another  problem  is  less  prosaic: 
how  to  market  the  fimds  without 
violating  the  rules  on  proper  infor- 
mation. "We  don't  want  to  send 
five  prospectuses  to  4  million  peo- 
ple," says  Dennis.  "That's  a  stiff 
printing  bill." 

But  it's  not  the  regulatory  prob- 
lem that  has  held  American  Ex- 
press back;  that  can  be  resolved 
fairly  quickly  once  AE  decides  to 
move.  The  real  problem  is  that 
mutual  funds  have  been  out  of  fa- 
vor ever  since  the  great  1969-70 
crash.  "Only  now,"  says  Dennis, 
"are  we  getting  back  to  an  environ- 
ment where  people  are  willing  to 
think  about  their  long-term  objec- 
tives by  buying  mutual  funds." 

In  such  a  climate,  American  Ex- 
press is  especially  vulnerable,  for 
investors  are  less  interested  in  mar- 
keting, even  by  credit  card,  than 
they  are  in  performance,  and  here 
American  Express  has  been  medi- 
ocre. Though  the  market  itself  has 
recovered,  none  of  its  funds  has 
regained  the  net  asset  value  per 
share  it  had  at  the  time  of  acquisi- 
tion in  1968.  In  the  latest  Forbes 
Mutual  Fund  Survey,  the  Income 
Fund  (assets:  $154  million)  and 
the  Investment  Fund  ($170  mil- 
lion) have  a  respectable  C  and  B 
rating,  respectively,  in  up  markets, 
but  Fs  in  down  markets,  a  dismal 
grade  for  "balanced"  funds.  The 
Capital  Fund  ($231  million)  rated 
B  in  up  markets  and  F  in  down, 
and  the  Stock  Fund  ($82  million) 
rated  C  and  D,  are  not  any  better. 

Only  AE's  Special  Fund  has 
recovered  its  original  asset  value  in 
the  last  six  months;  and  this  would- 
be  go-go  type  fund,  launched  in 
April  1969,  made  its  comeback 
thanks  to  AE's  willingness  to  ad- 
mit its  mistakes,  clean  out  the  dogs, 
which  included  some  restricted 
stocks,  and  "restructure"  its  port- 
folio. AE's  other  growth  fund,  the 
Capital  Fund,  underwent  a  restruc- 
turing last  year  as  well. 

"In  the  late  Sixties,"  Dennis  says 
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Dennii  of  American  Express 


with  refreshing  frankness,  "the  in- 
dustry got  most  of  its  new  share- 
holders in  the  aggressive  funds. 
The  industr\  made  man>-  mistakes 
then.  We  made  some  too.  But  in 
1969-70  we  bit  the  bullet,  took  our 
losses  and  reorganized  the  port- 
folios." 

Unlike  the  rest  of  the  industry, 
American  E.xpress  hasn't  had  a  re- 
demption problem,  prin>arily  be- 
cause of  the  prestige  of  tlie  Ameri- 
can Express  name,  but  partly  be- 
cause of  what  Deimis  calls  "our 
ver>'  active  program  of  communi- 
cating with  our  stockholders."  And 
so,  gi\cn  even  a  halfway  decent 
performance,  the  American  E.xpress 
card  could  make  AE's  fi\e  domestic 
funds  truly  "growth"  funds. 

The  prestige  of  name  could  e\  en- 
tually  make  the  offshore  Interna- 
tional Fund  a  giant,  too.  That  fund 
has  alread\  cleared  stiff  regula- 
tory hurdles  in  Germany  and 
Switzerland,  hurdles  designed  with 
the  bad  taste  of  Investors  Overseas 
Ser\'ices  still  in  the  mouth.  As 
Dennis  says,  "The  European  knows 
that  we're  not  about  to  close  up 
our  office  down  the  street." 

Investors,  however,  are  more  in- 
terested in  another  question:  Can 
AE's  performance  come  anywhere 
near  matching  its  glittering  sales 
potential? 

Time  will  tell.  ■ 


Useful  facts  for  investors 

yours  every  month  from  the 
New  York  Stock  Exchange 


1 4  months  of  easy-to-read 
information  for  just  $4.50. 

You  can  now  join  more  than  200,000  invest- 
ment-minded people  in  the  U.S.  and 
abroad  who  read  the  authoritative  New 
York  Stock  Exchonge  magazine,  THE 
EXCHANGE. 

Each  issue  is  packed  with  facts,  figures, 
news— a  constant  flow  of  fast-reading  re- 
ports by  experienced  observers  in  business, 
finance  and  economics.  And  the  complete 
cost  of  a  1 4-month  subscription  is  just  $4.50. 

Specially  edited  for  the 
individual  investor. 

Whether  you  invest  large  sums  or  small, 
you'll  discover  that  THE  EXCHANGE  gives 
you  data  and  background  that  is  concise, 
practical,  and  to-the-point  — written  in 
everyday  language  rather  than  in  techni- 
cal jargon.  You'll  find  profiles  of  newly 
listed  companies,  including  vital  statistics 
and  comments  on  what  these  companies 
are  doing... plus  studies  of  key  industries, 
their  problems  and  opportunities... and 
much  more.  Articles  in  recent  issues  have 
examined  such  diverse  topics  as  the  use 
of  leverage  as  an  investment  tool... the 
relationship  between  ecology  and  profits 
...the  effect  of  the  floating  prime  rate  on 
banks...  new  directions  in  the  meat  pack- 
ing, advertising  and  chemical  industries... 
the  growing  popularity  of  bonds  . , .  and  the 
growth  of  investment  clubs. 

Exclusive  New  York  Stock 
Exchange  data. 

Among  the  many  regular  feoti.res  packed 
into  the  compact  26-page  format  of  THE 
EXCHANGE  are  New  York  Stock  Exchange 
tabulations  of  how  various  segments  of 
the  market  have  performed. 


No  risk  money-back 
guarantee. 

You  can't  buy  THE 
EXCHANGE  at  any 
newsstand.  But  you  can 
receive  your  own  per- 
sonal 14-month  subscrip- 
tion on  a  no-risk  trial 
basis  by  using  the  cou- 
pon below.  Only  after 
reading  your  first  issue  need  you  decide 
whetheryou  wish  to  continue  for  the  full  1  4 
months.  Should  you  decide  that  you  don't 
wish  to  receive  additional  issues,  just  let  us 
know— and  keep  the  first  without  charge. 

To  take  advantage  of  this  offer,  mail 
this  coupon  today. 


The  Exchange,  1  1  Wall  Street, 
New  York,  New  York  ]0005 

Please  enter  my  14  month  trial  subscrip- 
tion to  THE  EXCHANGE  for  just  $4.50. 
I  understand  that  I  may  cancel  my  sub- 
scription within  tv^o  weeks  after  the 
arrival  of  the  first  issue,  and  receive  a 
complete  refund. 
For  Two  Year  Subscribers 
D  Check  here  if  you  wish  to  receive  a 
regular  two  year  subscription  for  $7.50 
—with  the  some  money-back  guarantee 
-plus  a  free  copy  of  "Growth  Leaders 
On  The  Big  Board."  (A  23-page  booklet, 
packed    with    useful    statistical    informa- 
tion on  earnings-per-share  growth  rates, 
dividends,  ond  much  more  ) 
Nome 


Address 

City 

State 

Zip 

1  enclose  D  check 

n  money  order 

TEST 

FINANCIAL  WORLD 

Uncovering  sound  stock  values  for  70 
years.  $6  tax-deductible  Trial  Offer 
gives  you  all  this:  12  weekly  issues;  3 
monthly  supplements  of  "Independ- 
ent Appraisals";  Advice-by-Mail 
Privilege  each  week;  Bonus  $2.75 
Twelve  Year  Stock  Record  Book. 
Send  payment  to  Financial  World, 
Dept.  FB-51,  17  Battery  Place, 
N.Y.  10004.  Money  back  guarantee. 


UNIQUE,  PEACEFUL  COLORADO  BEAUTY. 

A  Colorado  moxmtam  ranch  only  6  miles 
from  EstesPark. 

A  perfect  site  for  a  recreational  community, 
n  2,740  acres  of  lush  high-country  meadows. 
n  Heavily  wooded  with  bubbling 
mountain  streams. 

D  Views  of  spectacular  snow-capped  mountains. 
n  A  profit  potential  of  $8.7  million  witfi 
only  29%  of  the  acreage  developed! 

Call  or  u  rile  tmiay  for  full  information 


J  K  Hughes  &  Associates 

700  Pennsvlvan.a  Street 

(303)266-0921 

Denver.  Colorado  80203 
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What  we  can  tell  you 

about  your  business 

should  tell  >DU  something 

about  our  research 


No  one  knows  your  business  better  than  you — 
or  is  in  a  better  position  to  judge  the  value  of 
an  analyst's  study  of  your  own  company 
or  industry. 

So  if  you  find  that  we  know  what  we're 
talking  about  when  it  comes  to  your  business, 
you  will  have  good  reason  to  place  confidence 
in  our  analyses  of  other  companies  and  other 
industries  with  which  you  may  be  less  familiar. 

That's  why  we're  inviting  you  to  judge 
us  by  what  we  can  tell  you  about  your 
business. 

Intensive  research  coverage  at 
Oppenheimer  &  Co. 

Oppenheimer's  32  analysts  currently 
cover  47  industries,  or  between  one  and  two 
industries  per  analyst,  an  intensity  of  coverage 
you  are  not  likely  to  find  at  most  investment 
firms.  By  concentrating  their  efforts,  our 
analysts  have  the  time  to  develop  highly 
specialized  knowledge  and  insights. 

Another  indication  of  how  deeply 
Oppenheimer  is  committed  to  the  validity 
and  importance  of  research  is  that  we  have 
one  security  analyst  for  every  three  account 
executives,  although  at  most  brokerage  firms 
the  ratio  of  analysts  to  account  executives 
is  considerably  lower. 

An  in-depth  study  of  your  company  or  industry 

As  soon  as  an  analyst  completes  a  study 
of  an  industry  or  company,  we  issue  a 
comprehensive  in-depth  report.  On  a  typical 
day  our  account  executives  receive  at  least 
10  printed  pages  of  original  Oppenheimer 
analysis — which  gives  you  a  measure  of  the 
vitality  of  our  research.  What's  more,  we  are 
not  averse  to  making  "sell"  recommendations 
or  to  putting  them  in  writing! 

If  your  business  is  insurance,  for  instance, 
you  may  want  to  sample  our  recently 
published  study  of  the  Fire  and  Casualty 


Insurance  Industry,  a  75-page  analysis  that 
many  regard  as  authoritative  and  definitive. 
To  date,  over  a  score  of  insurance  companies 
have  requested  copies  to  distribute  among 
top  executives. 

And  if  yours  is  among  the  other  46 
industries  that  we  cover  intensively,  you  too 
may  judge  the  value  of  our  research. 

If  we  have  a  recent  study  available  about 
your  company,  your  industry,  or  one  of  your 
competitors,  we'll  send  it  to  you  with  our 
compliments.  Or  if  a  new  study  is  in 
preparation,  we'll  be  glad  to  send  it  to  you 
when  completed. 

Just  let  us  know  what  your  business  is  or 
write  on  your  company  letterhead  to 
Oppenheimer  Investor  Information  Service. 


Below  are  47  industries  covered  intensively 
by  our  32  research  analysts: 

Aerospace  D  Air  Cargo  D  Air  Conditioning 

Airlines  D  Aluminum 

Appliance  Manufacturing  D  Automobiles 

Automotive  Replacement  Parts  D  Banking 

Beverages  Q  Brokerage  Industry  D  Building 

CATV  D  Coal  Mining 

Computer  Peripheral  Equipment 

Computers  D  Cosmetics 

Electrical  Equipment  D  Financial  Services 

Foods  n  Food  Franchising  D  Forest  Products 

Gas  Turbines  Q  Household  Furnishings 

Instrumentation  D  Insurance  D  Liquors 

Mobile  Homes  and  Modular  Housing 

Mortgage  Banking  D  Offshore  Drilling 

Oil  and  Gas  D  Paper  D  Photography 

Printing  and  Printing  Equipment 

Publishing  and  Education 

Railroad  Car  Leasing  D  Railroads 

Real  Estate  Investment  Trusts 

Retailing  Q  Savings  and  Loan 

Semi-Conductors  D  Television  Manufacturing 

Textiles  D  Tires  and  Rubber  D  Tobacco 

Toiletries  D  Utilities 


Oppenheimer  &  Co 


"MEMBERS  NEW  YORK  STOCK  EXCHANGE,  INC 
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1962 

1963 

1964 

1965 

1966 

1967 

1968 

1969 

1970 

1971 

Composed  ot  the  following; 
PtoducXion 

•  How  much  are  we  producing?  iFederal  Re- 
serve Board  Index  ol  Industrial  Production) 

•  What  volume  ol  hard  goods  are  v./e  ordering'' 
(Dept.  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building''  (Dept.  ol 


Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ot 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 


JAN 106.8 

FEB 108.1 

MAR 109.8 

APR 111.3 

MAY    112.1 

JUNE 112.8 

JULY  113.9 

AUG 115.2 

SEPT 116.2 

OCT 116.2 

NOV 117.7 

DEC 118.0 

JAN 118.9 

FEB.  (Prel.)     120.1 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ol 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S 
Dept.  ot  Labor  initial  unemployment  claims) 
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MARKET  COMMENT 

By  L.  O.  Hooper 


Annua/  Report  Time 


A  FORMER  college  professor  ot  eco- 
nomics, who  later  became  a  highly 
successful  investor,  once  confided  that 
he  derived  more  pleasure  horn  read- 
ing corporate  annual  reports  than 
from  any  other  leisure  pastime.  The 
peak  of  the  annual  report  season  now 
has  passed,  so  the  analyst  can  get  to 
bed  a  little  earlier.  If  he  has  done 
his  annual  report  reading  these  last 
.five  or  six  weeks,  he  should  now  sleep 
better.  He  is  more  informed  about  not 
only  individual  companies,  but  trends 
in  coiporate  thinking  and  in  disclo- 
sure to  stockholders. 

Years  ago,  when  I  was  director  of 
research  of  a  large  NYSE  firm,  I 
glanced  through  most  of  the  annual 
reports  and  studied  many  of  them 
closely.  There  were  not  so  many  as 
there  are  now;  most  of  them  gave  a 
fairly  good  idea  of  what  was  hap- 
pening, but  often  they  were  overcon- 
densed.  The  day  of  the  public  rela- 
tions man  as  an  annual  report  author 
had  not  yet  arrived.  Corporate  execu- 

Mr.  Hooper  is  associated  with  ttie  New  York  Stock 
Exchange  firm  of  W.   E.   Hutton  &  Co. 


tives  had  not  discovered  the  beauty 
of  pictures  and  typography,  just  as 
they  now  have  not  yet  discovered  the 
futility  of  such  things  to  most  read- 
ers. The  art  of  presenting  the  more 
important  infoiTnation  in  fine  print  as 
footnotes  to  the  balance  sheet  was  still 
in  its  infancy. 

You  see,  I've  been  reading  annual 
reports  for  more  than  50  years.  That 
means  I  was  acquainted  with  them 
before  Litton  Industries  taught  the 
world  how  to  give  each  stockholder 
a  beautifully  illustrated  and  verbose 
book  every  year  without  telling  him 
anything  he  ought  to  know.  Not  all 
annual  reports  now  are  entirely  Lit- 
tonesque,  but  most  of  them  have 
just  a  touch  of  the  art  of  entertaining 
without  informing.  Apparently  some 
are  intended  to  be  light  reading. 

In  these  hectic  years  I  don't  have 
to  read  as  many  reports  as  I  did  ten 
or  15  years  ago.  That  is  good,  since 
I'm  older  now  and  do  not  have  as 
much  time  before  I  drowse.  It's  also 
good,  because  I  read  only  those  in 
which  I  am  interested,  and  can  take 


more  time  on  each  one.  It's  bad  be- 
cause I  am  a  stockholder  in  more 
companies  now  than  before  I  had  the 
wherewithal.  Most  of  my  stocks  have 
been  owned  for  more  than  five  years, 
and  many  of  them  for  ten,  20  or 
more.  An  investor,  if  he  is  a  serious 
one,  should  keep  up-to-date  about 
what  he  owns,  and  that  is  no  small 
task  in  these  years  of  rapid  change. 

A  stockholder  should  be  fairly  fa- 
miliar with  what  most  modem  ana- 
lysts refer  to  as  "the  numbers"  even 
before  he  reads  the  annual  report. 
He  should  know  something  about  the 
trend  in  sales,  earnings  and  financial 
position  before  he  starts,  otherwise 
he  has  been  giving  his  investments  a 
little  too  much  benevolent  neglect. 
As  he  starts  he  checks  over  the  num- 
bers quickly  to  refine  them  and  to 
bring  them  up  to  date;  then  he  should 
be  inquisitive  as  to  where  the  num- 
bers come  from. 

Checking  the  Hired  Help 

He  wants  to  know  what  products 
and  divisions  have  been  providing 
the  sales  and  the  earnings,  and  to 
what  extent.  He  wants  to  know  what 
lines  have  been  providing  the  best 
profit  margins,  and  what  lines  have 
problems.  The  text,  rather  than  the 
figures,  sometimes  can  be  the  most 
important  part  of  the  annual  report. 
It  should  be  sort  of  a  measure  of  the 
company's  personality.  It  should  tell 
him  what  he  owns  and  why,  and  pro- 
vide a  clue  as  to  whether  his  hired 
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NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Street,   President 
Chottanooga,  Tennessee  37402 

OIL  AND   GAS   DIVISION 

Minerals  ownership, 
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WHELAND   FOUNDRY   DIVISION 
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men  are  doing  a  good  job  considering 
what  they  have  to  work  with. 

The  exotic  part  of  the  report,  of 
course,  is  the  balance  sheet.  Here 
there  is  a  habit  of  telHng  things  in  the 
fine  print  about  accounting  practices, 
charge-offs  of  failures,  padding  re- 
sults or  even  hiding  things.  Here  is  a 
reminder  of  such  potentially  dilut- 
ing factors  as  securities  convertible 
into  common  stock.  If  he  is  reason- 
ably well  infomied  from  his  general 
financial  reading,  the  stockholder  of- 
ten knows  not  only  what  to  look  for  in 
the  fine  print,  but  also  which  manage- 
ment is  likely  to  need  the  most  bal- 
ance sheet  detective  work. 

To  paint  with  a  broad  brush,  I 
would  like  to  outline  some  of  the  gen- 
eral things  which  have  impressed  me 
about  1971  annual  reports.  First,  I 
am  surprised  to  find  so  many  man- 
agements complaining  about  last 
year's  "stagnant  economy"  and  "re- 
cessionary phenomena."  I  wonder 
how  much  more  vigorously  they 
would  complain  if  things  really  were 
"bad"  instead  of  just  "not  so  good" 
as  in  the  previous  year. 

Second,  I  am  impressed  with  the 
number  of  companies  which  selected 
1971  as  a  year  in  which  to  make  sub- 
stantial "charge-offs."  These  admis- 
sions of  failure,  most  of  which  must 
have  been  known  long  before  1971, 
are  unusually  numerous,  and  they 
usually  reflect  on  management.  In 
most  cases,  the  stockholder  is  told  that 
these  disasters  are  the  beginning  of 
better  things. 

Third,  while  balance  sheets  are  a 
little  more  liquid  than  last  year,  the 
improvement  in  many  cases  has  been 
due  to  the  funding  of  short-term  debt 
into  bonds.  The  company  which  is 
free  of  funded  debt  is  getting  to  be  a 
rarity.  Perhaps  that's  because  in  a  pe- 
riod of  inflation  debts  can  always  be 
paid  off  in  dollars  cheaper  than  those 
borrowed.  But  I  question  whether 
many  managements  have  been  think- 
ing that  far  in  their  fiscal  planning. 

Staggering  Size 

For  one  who  has  been  watching 
corporations  carefully,  and  I  hope 
critically,  for  half  a  century,  the 
growth  in  their  size  is  nothing  short 
of  staggering.  Company  after  compa- 
ny reports  sales  at  one  billion  or  more 
dollars,  and  some  at  many  billions. 
Since  I  am  more  interested  in  shares 
than  in  anything  else,  I  always  watch 
the  number  of  shares  each  company 
has  outstanding.  Those  shares,  of 
course,  give  me  the  size  of  the  frac- 
tion of  ownership  which  I,  or  my  cli- 
ents, own.  As  corporations  have 
grown,  the  size  of  my  fraction  of  own- 
ership has  declined— and  it  has  de- 
clined in  spite  of  stock  dividends  and 


1000  COOUERTIDbES 

currently  traded  can  be  ignored  by  an  investor 
only  to  his  own  detriment.  In  many  cases  an 
intelligently  selected  Convertible  can  sharply 
limit  risk  on  the  downside,  while  providing  just 
as  much  percentage  appreciation  as  the  common 
stock   on   the   upside. 

Same  chance  for  upside  appreciation  —  much 
lower  downside  risk  —  is  the  hallmark  of  the 
well-situated  Convertible.  And  in  addition,  higher 
yields  and  lower  commission  costs  can  also  many 
timss  make  the  Convertible  a  strikingly  better 
investment  than  its  common  stock. 
To  follow  "Opportunities  in  Convertibles",  let 
us  send  you  the  next  4  weekly  issues  of  our 
R.H.M.  CONVERTIBLE  SURVEY,  one  of  the  most 
experienced  (since  1956)  and  comprehensive  Con- 
vertible services.  Each  weekly  issue  gives  Con 
vertible-specialist  Editor  Sidney  Fried's  (^rrent 
Ratings  and  a  whole  range  of  computerized 
statistical  data  of  importance  on  1000  Con 
vertible  Bonds  and  Convertible  Preferreds;  and 
each  week  throws  the  searchlight  on  Convertibles 
which  have  moved  into  a  buying  range,  and 
analyzes  newly-trading  and  newly-registered  Con- 
vertibles. 

You  will  also  receive  a  valuable  descriptive  folder 
explaining  how  Convertibles  can  mean  profits  for 
you  in  the  current  market.  You  get  all  this  for 
$10  in  a  special  introductory  offer  to  acquaint 
you  with  our  R.H.M.  CONVERTIBLE  SURVEY, 
which  has  been  followed  by  professional  and 
investor  alike  for  the  past  16  years. 
Send  $10  with  this  ad,  your  name  and  address  to: 
CONVERTIBLES,  Dept.  FC-103  />lVk 

R.H.M.  Associates  220  Fifth  Ave.,  ^GTm)} 

New  York,  N.Y.  10001  ''^JX" 

If  you  are  not  thoroughly  pleased,  material  may 
be    returned    for    a    full    refund. 
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splits.  Admittedly,  this  sometimes  is 
because  of  the  sale  of  additional  stock 
or  because  of  mergers  effected 
through  an  exchange  of  shares.  But, 
in  spite  of  this,  the  growth  in  common 
share  capital  is  something  which  gives 
me  no  small  concern.  And  that  concern 
is  only  slightly  diluted  when  I  realize 
that  I  have  been  the  beneficiary  of 
many  splits  and  stock  dividends  too. 

The  following  table  is  illustrative  of 
what  I  mean.  Of  course,  it  should  be 
studied  in  ja\taposition  with  the  enor- 
mous growth  of  the  economy  and  the 
size  of  these  corporate  giants. 


Common  Shares  Issued 

1928* 

1972t 

Company 

(mil.) 

(mil.) 

Alcan  Aluminium 

0.6 

32.9 

Aluminum  Co.  of  America 

1.5 

21.6 

American  Telephone 

12.9 

549.3 

Anaconda 

3.7 

21.9 

Babcock  &  Wilcox 

0.2 

12.4 

Chrysler 

4.4 

51.0 

General  Electric 

7.2 

181.6 

General  Motors 

43.5 

286.0 

Gulf  Oil 

4.5 

207.9 

International  Harvester 

4.4 

27.3 

Monsanto 

0.1 

32.8 

Standard  Oil  (Cal.) 

12.6 

84.8 

Standard  Oil  (N  J.) 

24.4 

224.0 

U.S.  Steel 

7.1 

54.2 

Westinghouse  Electric 

2.6 

86.9 

•lore  1023  o'  eori,  1929,     tAppro 

ximoie 

Some  observations  about  this  tabu- 
lation: 1)  Capitalizations  have  grown 
faster  than  the  companies  themselves; 

2)  earnings  and  dividends  per  share 
are  unlikely  to  be  as  large  now  as 
when  there  were  fewer  shares  issued; 

3)  the  market  for  the  shares  of  these 
companies  is  less  dynamic  as  well  as 
less  vulnerable  than  when  there 
were  fewer  shares  issued;  4)  because 
splits  and  stock  dividends  are  so  pop- 
ular one  must  assume  that  there  is  no 
public  objection  to  shares  which  rep- 
resent smaller  fractions  of  ownership. 

In  this  year  of  1972  when  cash 
dividend  increases  are  being  discour- 
aged and  controlled,  we  are  likely  to 
witness  more  and  more  splits  and  stock 
dividends.  The  trend  goes  on.  Most 
people  assume,  and  probably  correct- 

'  ly,  that  40  million  shares  will  sell  for 
more  dollars  than  20  million  shares, 

.  even  if  40  million  shares  represent  the 
same  assets  as  20  million. 

The  annual  report  of  City  Invest- 
ing (21)  makes  me  enthusiastic  about 
this  company.  .  .  .  Two  of  the  most 
infoiTTiative  reports  I  have  seen  are 
those  of  Standard  Oil  of  New  Jersey 
and  Imperial  Oil.  .  .  .  The  Newmont 
Mining  report  always  is  a  joy  to  read 
because  of  its  complete  information  in 
concise  form. 

I  have  no  new  thoughts  about  the 
gencial  stock  market.  It  will  take  time 
and  a  lot  of  volume  to  put  the  DJI 
through  1000,  but  I  think  it  can  be 
done,  probably  before  midyear.  ■ 
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only  75 
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RESTRICTION: 

This  offer  is  limited  to  one  individual  in  a  household  that  has  not 

already  had  a  subscription  to  the  VALUE  LINE  INVESTMENT  SURVEY. 

See  for  yourself  how  Value  Line's  investment  advisory  service,  though 

not  "free  of  charge,"  might  help  you  to  maximize  your  investment 

profit  possibilities  and  reduce  your  investment  risk. 

REASONS  FOR  THIS  OFFER: 

Value  Line  offers  its  service  on  a  three-month  trial  basis  at  half  the 

regular  rate  to  new  trial  subscribers  only  because  we  have  found  that 

a  high  percentage  of  those  who  once  try  Value  Line  for  a  period  of 

months  stay  with  it  on  a  long-term  basis.  The  increase  in  circulation 

thus  effected  enables  us  to  provide  a  service  for  far  less  than  would 

have  to  be  charged  to  a  smaller  number  of  subscribers. 

BONUS: 

Under  this  special  trial  offer  you  will  receive  all  the  latest  full-page 

reports  on  each  of  the  1400  stocks  covered  by  Value  Line  the  year  round 

filed  and  indexed  in  two  strong  ring  binders.  This  Value  Line 

Reference  Service,  which  alone  sells  for  $25,  will  be  yours  at  no 

extra  charge  under  this  offer. 

SUBSCRIPTION: 

For  the  next  three  months  you  will  receive  new  reports  on  each  of  the 

1400  stocks,  at  the  rate  of  more  than  100  a  week,  which  will  replace 

and  update  those  already  in  your  binder.  (Filing  takes  only  one  minute 

a  week.)  You  will  also  receive  during  the  next  13  weeks  the  weekly 

"Selection  and  Opinion"section  of  the  VALUE  LINE  INVESTMENT 

SURVEY,  bringing  you  Value  Line's  forecast  of  the  economy  and  the  stock 

market,  advice  on  investment  policy,  in-depth  analyses  of  especially 

recommended  stocks  and  special  situations,  the  Value  Line  market 

averages,  and  other  features. 

MONEY  BACK  GUARANTEE: 

If  you  find  that  the  Value  Line  Service  is  not  all  that  you  expected  it 

to  be,  you  may  return  the  material  we  send  you  within  30  days 

for  a  full  and  unquestioned  refund  of  your  $25. 


''"^^Bl^ 


..     ..  THE  VALUE  LINE  INVESTMENT  SURVEY 

V  Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St.,  New  York,  N.Y.  10017 


D 


D 

D 
D 


Begin  my  13-week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 
special  money-saving  rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 
The  Investors  Reference  Service.  1  have  enclosed  my  $25  check  or  money  order. 
This  offer  is  limited  to  hew  subscriptions  and  is  available  only  once  to  any  subscriber. 
I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference 
Service  for  $189. 

If  dissatisfied  for  any  reason,  I  may  return  the  material 
within  30  days  and  my  money  will  be  refunded. 

N.Y.  residents  please  add  applicable  sales  tax. 


Payment  enclosed 
Bill  me  for  $189 


Signature 

1634 

Name  (please  print) 

Address 

City 

State 

Zip 

(No  assignment  of  this 
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agreement 

will  be  made 

without  subscriber's 
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WHAT  MAKES 

babson's 

INVESTMENT 
ADVISORY  SERVICE  DIFFERENT 

Ail  investment  services  are  not  alike. 
Mass-produced  bulletin  services  cannot 
be  written  specifically  for  you.  Specialized 
and  technical  services  are  not  broad 
enough  to  build  a  w^ell-balanced  portfolio 
which  we  believe  is  necesary  if  safety 
as  well  as  growth  is  to  be  considered. 

BABSON'S  IS  DIFFERENT  —  Babson's 
analyzes  your  portfolio  •  Your  registered 
securities  are  carefully  watched  •  You 
have  unlimited  consultation  privileges  • 
You  receive  the  famous  weekly  Investment 
and  Barometer  Letter  •  Objective  is 
growth  in  terms  of  income  and  apprecia- 
tion. 

BABSON'S  IS  DIFFERENT  IN  MANY 
WAYS  —  Over  60  years'  experience  • 
Advice  is  completely  unbiased  •  The 
service  is  strictly  advisory  —  you  use 
your  own  broker  for  transactions  •  The 
annual  fee  is  only  $180. 

Mail  the  coupon  today  —  for  a  free 
brochure  showing  how  Babson's  may  be 
of  great  benefit  to  you. 


Name. 


Street. 
Clty_ 


-State- 


-Zip. 


BABSOIV'S  REPORTS  Inc. 

Wellesley  Hills,  Mass.  02181  DEPT.  F-341 
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performed  well 
in  up  and 
down  markets 
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Growth  without  excessive  fluctuations  in  price 
is  an  investment  objective  which  appeals  to 
many  people. 

In  a  FundScope  survey  of  437  mutual  funds,  on]y 
29  performed  above-average  in  both  the  1966-1968 
bull  market  and  the  1969-1970  bear  market.  Nine 
of  these  29  "middle-of-the-road"  funds  were  TOP 
PERFORMERS  forthe  1966-1970  bear-market  round- 
trip.  FundScope  names  these  funds.  This  16-page 
exclusive  survey  is  yours  as  a  bonus  with  a  trial 
subscription  to  FundScope,  the  monthly  mutual 
fund  magazine  now  in  its  14th  year. 

SPECIAL  OFFER:  (new  trial  subscribers  only) 
Send  just  $17  for  a  3-month  trial  subscription  to 
FundScope,  a  thinking  man's  guide  to  mutual  funds. 
PLUS-4  big  bonuses  including  the  "Middle-of-the- 
Road  Funds"  survey  and  the  just-off-the-press  532 
page  1972  Mutual  Fund  Guide,  the  new  Bible  of 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Bull  Market  Qualms 


At  the  end  of  this  month  the  bull 
market  will  be  two  years  old.  Despite 
its  age,  it  has  lost  none  of  its  vigor. 
All  broadly  based  industrial  stock  av- 
erages reached  new  all-time  highs  in 
April,  and  even  the  good  old  Dow 
would  have  passed  the  magic  1000 
mark  a  long  time  ago  if  one  sub- 
stituted Kresge  for  Woolworth  and 
Dow  Chemical  for  Allied  Chemical, 
not  to  mention  American  Tel  &  Tel 
and  a  few  other  of  the  stock  mar- 
ket's worst  laggards. 

It  goes  without  saying  that  a  bull 
market  is  a  most  enjoyable  period 
for  all  investors,  except  for  the  small 
minority  of  speculators  who  took  pre- 
mature short  positions,  or  the  would- 
be  stock  buyers  who  were  left  out 
in  the  cold  because  they  listened  to 
perpetual  bears  like  Mr.  Janeway.  So 
long  as  you  own  the  right  stocks— 
and  any  reasonably  well-diversified 
portfolio  will  have  a  fair  share  of 
them— this  is  the  time  to  relax  and 
watch  your  fortune  grow.  All  you 
have  to  do  is  to  look  for  the  first 
signs  of  impending  trouble.  At  this 
moment,  most  lights  are  still  green, 
but  the  change  to  amber  could  come 
at  any  time. 

Infatuated  with  Growth 

It  is  characteristic  of  any  bull  mar- 
ket that  prices  of  some  stocks  will 
advance  to  levels  which  reflect  a  high 
degree  of  enthusiasm  rather  than  re- 
alities. I  am  not  talking  about  cats 
and  dogs  of  questionable  merit,  but 
of  stocks  which  fully  deserve  a  high 
regard.  What  does  one  do,  for  ex- 
ample, with  a  stock  like  Standard 
Brands  Faint,  which  I  have  been  fol- 
lowing closely  for  many  years?  The 
company  makes  paint  which  it  sells, 
together  with  related  home-decorat- 
ing items,  in  about  40  retail  stores 
in  California  and  Arizona.  This  well- 
managed  company  has  enjoyed  a  fab- 
ulous growth  over  the  years,  a  fact 
which  has  not  gone  unnoticed  by  the 
investment  community.  The  last  time 
I  commented  on  Standard  Brands 
Paint  (Forbes,  May  15,  1965),  this 
then  hardly  known  stock  sold  at  a 
sensible  earnings  multiple,  a  range  of 
around  15  to  11.  Today's  price/ earn- 
ings ratio  is  well  over  50! 

Mr.  Blel  Is  a  senior  vice  president  of  the  New  York 
stock  Exchange  firm  of  Havenfield  Corp. 


-  Here  are  some  basic  statistics  on 
SBP,  side  by  side  with  data  on  Mobil 
Oil,  which  is  selling  at  about  the 
same  price  and  whose  own  record  is 
nothing  to  be  ashamed  of. 


standard 

Brands 

Mobil 

Paint 

OH 

Recent  Price 

50 

50 

Dividend  Rate 

200 

$2.60 

Current  Return 

0.4% 

5.2% 

1971  Earnings  per  share 

900 

$5.33 

P/E  ratio 

55 

9.4 

1961  Earnings  per  share 

200 

$2.17 

Ten-Year  Earnings  Growth 

350% 

146% 

Book  Value  per  share 

$4.50 

$48.21 

These  figures  speak  for  themselves. 
Investors,  especially  institutional  inves- 
tors, have  become  infatuated  with 
growth.  They  buy  a  "concept"  rath- 
er than  value.  But  when  massive  buy- 
ing power  is  directed  at  small  com- 
panies—SBP's  1971  sales  were  only 
about  $60  million— the  effect  is  explo- 
sive. Standard  Brands  Paint  is  an  ex- 
cellent company,  but  can  it  be  worth 
over  $200  million  now?  Or  is  an  ob- 
viously promising  future  being  dis- 
counted too  far  ahead? 

These  are,  of  course,  the  kind  of 
questions  that  cannot  be  answered 
conclusively.  During  the  most  euphor- 
ic stage  of  a  bull  market,  which  may 
still  lie  ahead,  the  premiums  being 
paid  for  good  quality  growth  stocks 
tend  to  reach  astronomic  heights. 
This  makes  them  exceedingly  vulner- 
able during  periods  of  adverse  mar- 
ket conditions,  especially  when  large 
amounts  of  a  stock  are  held  by  in- 
stitutional investors  who  want  to  take 
their  profits.  Usually  they  all  have  the 
same  idea  at  the  same  time.  Just  look 
at  what  happened  to  Bausch  &  Lomb 
this  year,  and  that  occurred  while  a 
bull  market  was  going  on. 

fads 

Every  bull  market  creates  its  own 
favorites.  There  were  the  Canadian 
oils  and  uranium  stocks.  For  a  while 
bowling  stocks  were  the  craze;  and 
electronics;  and  the  California  S&Ls. 
The  hottest  group  of  the  past  12 
months  or  so  has  been  the  mobile 
home  industry.  There  is,  of  course,  a 
reason  for  this  madness  because  the 
growth  has  been  and  still  is  meteoric. 
No  one  can  fail  to  be  deeply  impressed 
by  the  record  of  Winnebago  Indus- 
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tries,  the  largest  maker  of  motor 
homes.  Any  company  which  can  al- 
most double  its  sales  from  one  year 
to  the  next  and  still  bring  down  more 
than  10%  to  net,  after  taxes,  deserves 
an  accolade. 

What  is  a  stock  like  Winnebago 
worth?  For  \\'all  Street  there  is  no 
limit.  The  going  price  is  in  the  mid- 
80s,  or  about  75  times  the  81.12  a 
share  earned  in  the  fiscal  year  just 
ended.  This  gives  Wiimebago  a  mar- 
ket valuation  of  well  o\er  a  billion 
dollars,  which  is  quite  a  lot  of  money 
for  a  company  with  sales  of  only  $133 
million  last  year.  It  is  conceivable 
that  sales  will  double  again  over  the 
next  year  or  two,  but  it  is  not  con- 
ceivable that  such  a  steep  growth  rate 
can  be  maintained  for  any  great 
length  of  time  for  an  ever  bigger 
company.  One  may  also  wonder  about 
the  permanence  of  Winnebago's  lush 
profit  margin  which  is  bound  to  at- 
tract competition,  including  General 
Motors  which  will  be  in  the  motor 
home  market  early  next  year. 

I  want  to  stress  that  Winnebago 
is  a  very  good  and  brilliantly  suc- 
cessful company.  But  is  it  worth  its 
present  or  a  much  higher  price  even 
if  earnings  this  year  should  approach 
$2  a  share? 

Down  fo  Earfh 

Many  people  have  forgotten,  and 
the  younger  generation  has  never 
learned,  that  railroad  stocks  can  be 
good  and  highly  profitable  invest- 
ments. The  stock  of  Southern  Rail- 
way, one  of  the  very  best,  recently 
hit  the  100  mark  and  will  soon  be 
split.  Tlie  Southern  is  clear  proof 
that  good  management  can  overcome 
the  traditional  problems  of  railroad- 
ing, keep  its  expenses  under  control, 
maintain  a  sound  financial  condition 
and  move  forward  to  record  earnings 
and  record  dividends. 

The  Southern  Pacific,  too,  has  done 
remarkably  well.  It  is  the  country's 
most  profitable  railroad  company  with 
.substantial  outside  interests  in  truck- 
ing, pipelines,  real  estate,  etc.,  which 
contribute  importantly  to  earnings. 
The  Southern  Pacific  has  taken  good 
care  of  its  stockholders,  increasing  its 
dividend  rate  annually,  a  little  at  a 
time,  year  after  year  since  1959.  Not 
bad  for  a  company  in  an  industry 
which  is  regarded  with  scorn  by  the 
investment  community.  Southern  Pa- 
cific stock  also  reached  a  new  all- 
time  high  last  month  when  it  finally 
rose  above  50.  This  year's  earnings 
are  likely  to  rise  to  a  new  peak 
around  $4.25  a  share,  while  the  divi- 
dend rate  may  be  raised  from  $2  to 
$2.20.  I  see  no  reason  why  a  stock 
like  that  should  not  be  included  in 
an  investment  portfolio.   ■ 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Something  For  Everyone 


In  my  opinion,  the  fact  that  the 
Dow  industrial  average  has  reached  a 
new  1971-72  high  is  not  in  itself  par- 
ticularly meaningful.  For  one  thing, 
the  Dow  has  merely  followed  the  ac- 
tion of  other  less  publicized  but  more 
representative  indices  of  market  per- 
formance. Secondly,  with  1972  cor- 
porate earnings  likely  to  be  an  all-time 
record— thus  bettering  the  results 
when  the  Dow  was  in  the  1000  area- 
current  performance  has  been  more  a 
question  of  "when"  rather  than 
"whether."  Thirdly,  with  the  Free 
World  committed  to  preventing  a 
worldwide  recession,  bull  markets  are 
not  an  exclusive  U.S.  commodity.  Wit- 
ness sensational  stock  market  advances 
in  London  and  Tokyo,  an  upswing  in 
Germany,  etc. 

While  the  flood  tide  is  coming  in 
strongly,  the  key  question  continues 
to  be  "which  stocks"  rather  than 
"what  about  the  stock  market."  For  I 
doubt  that  the  security  buying  pub- 
lic's appetite  for  common  stock  owner- 
ship will  be  at  the  expense  of  a  realis- 
tic individual  issue  risk/ reward  ratio. 
Illustrative  of  the  point,  there  has 
been  a  little  noticed  shift  in  issue  em- 
phasis within  the  market  as  a  whole 
since  the  year-end,  emphasizing,  for 
the  most  part,  the  industries  which 
are  likely  to  report  the  most  dramatic 
year-to-year  earnings  gains. 

In  this  connection,  I  believe  the 
stock  market  continues  to  offer  some- 
thing for  almost  everyone  in  the  form 
of  attractively  priced  issues  which 
meet  the  varying  needs  and  objectives 
of  each  security  buyer. 

For  example,  several  considerations 
point  to  an  interest  in  Allegheny  Lud- 
lutn  Industries  (under  25,  paying  $1). 
Demand  has  improved  and  prices  are 
firming  in  the  stainless  steel  product 
lines  which  accounted  for  65%  of  last 
year's  sales  and  33%  of  operating  prof- 
its. I  consider  the  reported  net  loss  of 
96  cents  per  share  in  1971  more  ap- 
parent than  real  in  that  it  reflects  a 
loss  equal  to  $1.05  per  .share  incurred 
by  50;?j-owned  unconsolidated  Titani- 
um Metals  Corp.  On  an  operating  ba- 
sis, Allegheny's  earnings  were  9  cents 
per  .share  last  year  as  against  $1.85  in 
1970.  The  outlook  is  good  in  the  com- 
pany's consumer  products  operations, 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 


True  Temper  (tools,  sporting  goods) 
and  Jacobsen  Manufacturing  (garden 
tractors  and  mowers),  which  ac- 
counted for  24%  of  last  year's  sales 
and  68%  of  operating  profits.  I  believe 
Allegheny  Ludlum's  1972  earnings 
will  be  in  the  $2-per-share  area.  And 
finances  are  sound. 

Tripled  in  Profits 

I  see  a  persuasive  case  for  interest 
in  DiGiorgio  Corp.  (around  16,  pay- 
ing 60  cents)  on  the  grounds  that 
the  company  has  successfully  made 
the  transformation  from  an  agricultur- 
al commodity  operation  to  a  broadly 
based  business  with  a  somewhat 
unique  product  mix.  In  the  process, 
the  quality  of  earnings,  as  well  as  the 
possibility  of  growing  faster  than  the 
economy  as  a  whole,  has  been  im- 
proved. Illustrative  of  the  point,  one- 
third  of  last  year's  operating  profits 
came  from  such  consumer  products  as 
specialty  foods— food  packaging,  food 
canning  equipment— businesses  whose 
profits  have  more  than  tripled  in  the 
past  five  years.  DiGiorgio  is  the  sec- 
ond largest  national  factor  in  the 
frozen  orange  juice  market,  the  leader 
in  grapefruit  juice,  the  leader  in  por- 
tion packaging  of  condiments  and 
jams  for  the  airlines  and  fast  food 
chains.  With  DiGiorgio  now  expand- 
ing its  specialty  foods  business  in 
Europe,  where  it  is  one  of  the  princi- 
pal distributors  of  orange  juice,  and 
the  domestic  outlook  good,  I  visualize 
a  1972  earnings  potential  of  $1.30  per 
share  as  against  the  1971  record  high 
profit  of  $1.11  per  share. 

In  my  opinion,  there  is  a  fallacy  to 
the  surface  impression  that  the  battery 
business  is  more  dull  than  glamourous. 
Illustrative  of  the  point,  the  growing 
use  of  battery-powered  materials- 
handling  equipment  means  a  widen- 
ing industrial  market.  And  the  steadily 
expanding  number  of  automobiles  on 
the  road  means  a  widening  market 
for  replacement  batteries,  the  indus- 
try's "money  product."  All  of  which 
directs  attention  to  ESB  (around  35, 
paying  $1.20),  a  company  that  in  a 
sense  is  also  a  speculation  on  the  new 
Aladdin  camera  which  will  be  intro- 
duced by  Polaroid  later  this  year. 
ESB  will  provide  the  revolutionary 
new  battery  and  has  built  a  major 
new  facihty  to  supply  Polaroid.  Start- 


up problems  penalized  fiscal  1971-72 
earnings,  which  were  about  $2-per- 
share  as  against  $2.20  in  1971.  But 
these  nonrecurring  costs  should  de- 
cline in  the  fiscal  year  started  Apr.  1, 
and  meanwhile  demand  is  good  in  the  ' 
company's  automobile  battery  division 
(Exide,  Willard)  and  in  its  consumer 
operations  (Ray-O-Vac).  Thus,  I  vi- 
sualize a  sharp  earnings  gain  in  the 
1972-73  fiscal  year. 

' .  In  a  different  vein,  I  continue  to 
be  impressed  with  the  growth  possi- 
bilities of  the  Washington  Post  Co. 
(around  33,  on  the  American  Stock 
Exchange,  paying  20  cents).  News- 
week magazine,  which  with  its  book 
publishing  division  contributed  18% 
of  last  year's  operating  earnings, 
moved  from  third  to  second  place  in 
national  magazine  advertising  last  I 
year.  Business  is  excellent  at  the  ^ 
Washington  Post,  which  is  enjoying 
its  fifteenth  consecutive  year  of  circu- 
lation gains,  and  which  is  the  seventh 
largest  morning  newspaper  in  the  na- 
tion. This  division  contributed  57%  of 
last  year's  operating  profits.  The  com- 
pany's broadcasting  division,  which 
contributed  25%  of  last  year's  operat- 
ing profits,  operates  in  growth  mar- 
kets and  should  enjoy  another  year 
of  record  earnings.  On  an  overall 
basis,  I  believe  1972  earnings  will  be 
in  the  $1.85-$2  per  share  area  as 
against  $1.52  last  year  and  an  alltime 
peak  of  $2.24  in  1969  when  News- 
tveek  was  particularly  prosperous. 

The  reasons  why  I  prefer  to  em- 
phasize the  current  attraction  of  these 
individual  issues  rather  than  debate 
the  question  of  when  or  at  what  level  j 
the  overall  environment  may  change  I 
can  be  stated  very  simply.  Not  only 
does  the  market  always  do  the  unex- 
pected, but  important  market  tops 
take  months,  not  weeks,  to  develop.  In 
the  long  rim,  the  stimulation  of  an  ac- 
celerating economy  and  rising  cor- 
porate profits  can  be  more  important 
than  temporary  depressants. 

All  of  which  is  not  meant  to  imply 
that  the  environment  is  singularly  free 
of  uncertainties  or  imponderables.  It 
isn't.  For  example,  the  size  of  the  fed- 
eral deficit  raises  an  almost  automatic 
question  about  1973  tax  and  credit 
policies.  But  this  is  still  many  months 
away,  and  meanwhile  it  seems  to  me 
that  the  long-teim  accent  remains  on 
the  positive  side  of  the  ledger.  For 
one  thing,  just  as  the  late  1960s  rep- 
resented a  period  when  the  realities 
did  not  live  up  to  popular  expecta- 
tions, so  this  may  l>e  a  period  when 
the  realities  prove  better  than  expec- 
tations. Secondly,  history  proves  that 
it's  more  profitable  to  identify  a  trend 
than  anticipate  a  change— and  I  con- 
tinue to  believe  that  tire  long-term 
trend  is  upward.  ■ 
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TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


Scaling  The  Barrier— And  Beyond 


Reams  have  been  written,  over  the 
years,  on  the  fascinating  topic  of  stock 
market  psychology.  I  thought  I  might 
add  a  few  hundred  words  to  the  Ht- 
erature  of  this  subject  at  a  time  when 
it  seems  more  than  usually  relevant. 

As  I  pointed  out  here  in  mid-April, 
a  great  many  investors  were  willing 
to  concede  that  the  stock  market 
should  move  up  over  the  longer  pull, 
but  most  of  them  also  seemed  to  think 
that  it  should  first  stage  a  5%-10%  re- 
action. This  phenomenon  set  me  to 
wondering  what  caused  so  many  peo- 
ple to  emphasize  an  admittedly  hm- 
ited  risk  within  a  generally  recognized 
favorable  longer-term  framework. 

The  only  answer  I  could  come  up 
with— and  I  think  it's  the  correct  one 
—is  that  investors  were  again  doing 
what  they  have  always  done,  namely, 
tackling  the  current  market  with  the 
lessons  the\'  had  learned  from  recent 
experience.  This  experience  includes 
the  current  generation's  most  severe 
bear  market  (1969-70)  as  well  as  the 
deepest  intermediate-trend  reaction 
(April-November  1971)  in  at  least  15 
years,  essentially  intimidating,  or  at 
least  sobering,  events  both.  Moreover, 
in  terms  of  the  Dow  Jones  indus- 
trials, which  an  overwhelming  num- 
ber of  investors  still  are  conditioned 
to  equate  with  the  stock  market  at 
large,  these  extraordinarily  wide  fluc- 
tuations seemingly  kept  the  market 
from  making  any  net  upside  progress 
for  no  less  than  seven  years:  The  Dow 
first  reached  the  mid-900s  in  1965. 
A  lot  of  people  seem  to  have  forgot- 
ten what  a  bull  market  supported  by 
strong  fundamentals  is  like. 

Obviously,  it  should  not  be  dealt 
with  by  applying  the  precepts  of  ex- 
treme caution  one  ought  to  exercise 
under  bear-market  conditions,  nor 
even  with  the  more  moderate  restraint 
that  would  have  served  well  during 
much  of  1971.  In  a  bull  market  fueled 
by  evidence  of  an  accelerating  busi- 
ness expansion  that  could  persist  for 
at  least  another  vear,  and  supported 
by  ver\'  ample  availability  of  money 
and  credit— a  combination  not  seen 
since  the  early  1960s  but  apparently 
present  now— it's  necessary  to  assume 
that  some  short-term  reactions  will 
be    subnormal,    that    some    upswing 

Mr.  Schuiz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of   Abraham   &   Co. 


phases  will  last  longer  and  carry  fur- 
ther than  one  would  "logically"  expect. 
In  a  technical  sense,  "overbought"  in- 
dications should  be  given  less  impor- 
tance than  under  nonbuU  market 
conditions,  while  the  market  need  not 
become  dramatically  "oversold"  be- 
fore it  can  pull  out  of  a  reaction.  Oth- 
er evidence  of  technical  "deteriora- 
tion"—always  present  in  one  degree 
or  another  during  uptrend  phases- 
should  be  weighed  in  light  of  the 
overriding  momentum  of  a  dominant 
bull  market.  Fundamentally  oriented 
investors,  analagously,  should  be  pre- 
pared to  deemphasize  the  negative 
and  accentuate  the  positive  (if  Mr. 
Lurie  will  forgive  me  for  borrowing 
his  phraseology). 

Shedding  Inhibitions 

Nevertheless,  it  became  apparent 
last  month  as  the  Dow  was  pushing 
into  the  high  900s  that  most  investors 
and  commentators  were  again  on 
guard  against  a  3%-5%  reaction  from 
moderately  under  1000— the  same  as- 
sumption I  had  advanced  here  in  mid- 
March— while  at  the  same  time  con- 
ceding that  the  average  should  soon- 
er or  later  break  out  beyond  1000. 
Clearly,  such  widespread  caution 
could  retard  even  the  strongest  bull 
market.  Moreover,  a  long  record  shows 
that  the  overall  price  movement  tends 
to  st^all  whenever  it  approaches  a  "cen- 
tury" level  in  the  Dow,  with  the  1000 
line  especially  conspicuous  as  a  po- 
tential barrier.  So  it  seemed  perfectly 
logical  to  figure  that  the  bull  market 
should  hesitate  and  undergo  a  nor- 
mal minor  reaction  before  it  can  suc- 
cessfully tackle  Dow  1000. 

But  I  think  it's  become  necessary 
to  distrust  this  logic  in  the  present  sit- 
uation. A  continuing  flow  of  news  re- 
flecting the  apparent  escalation  and 
stretch-out  of  prospects  for  higher  cor- 
porate earnings  could  tempt  more  and 
more  investors  to  shed  their  inhibi- 
tions and  to  mobilize  their  reserve 
buying  power.  If  so,  the  Dow  1000 
barrier  could  be  scaled  with  "surpris- 
ing" ease  and  perhaps  sooner  than 
most  had  expected.  Under  such  con- 
ditions, the  next  significant  setback 
could  be  postponed  until  the  bull  mar- 
ket becomes  ripe  for  an  intermediate- 
trend  reaction  (possibly  7%-10%)  at 
levels  nearer  Dow  1100  than  1000.  ■ 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUND 


JNC. 


Objective:  Capital  Appreciation. 

The  Fund  will  seek  long-term  capi- 
tal growth  by  investing  in  com- 
panies operating  in  areas  believed 
to  be  promising. 

NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

For  free  prospectus  write  or  call:  ' 

Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Dept.  Ah 
Baltimore,  Maryland  21201  (301)  539-1992 


Name- 


Address. 
City 


.State. 


Zip  Code. 
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UPTIGHT!      BUY-HOLD-SELL! 

Would  more  investment  advice 
lielp!  Or  do  you  want  your 
account  managed! 

Chase  Investment  Services  of  Boston, 
Inc.,  offers  professional  investment 
management  on  accounts  from  $25 
thousand  to  $500  thousand.  The  kind 
of  service  furnished  big  investors  for 
their  million  dollar  accounts. 

CIS  is  a  subsidiary  of  John  P.  Chase, 
Inc. — the  Boston  investment  counsel 
firm  founded  in  1932  and  now  man- 
aging nearly  a  billion  dollars. 
CIS  manages  the  accounts  of  individ- 
uals as  well  as  of  pension  plans  and 
professional  or  other  groups.  We 
make  the  difficult  daily  decisions  and 
report  your  account's  progress  regu- 
larly to  you. 

Ask  your  broker  about  us.  Or  write  or 
call  our  president,  Lawrence  M.  Tilton. 
(617)  262-3110. 

CHASE  INVESTMENT  SERVICES 
OF  BOSTON,  INC. 

The  Chase  Building 
535  Boylston  Street 
Boston,  Massachusetts  02116 
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This  announcement  is  neither  an  offer  to  sell  nor  the  solicitation  of  an  offer  to  buy 
any  of  these  securities.  The  offering  is  made  only  by  the  Prospectus. 


250,000  Shares 

Baldwin  &  Lyons,  Inc. 


Common  Stock 

(No  Par  Value) 


Price  $46.50  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  of 
the  several  underwriters  as  may  lawfully  offer  these  securities  in  such  State. 


Goldman,  Sachs  &  Co. 


Hornblower  &  Weeks-Hemphill,  Noyes 


White,We!d&Co. 

Incorporated 

Eastman  Dillon,  Union  Securities  &  Co. 

Incorpormted 

Lehman  Brothers 

Incorporated 

Merrill  Lynch,  Pierce,  Fenner  &  Smith       Paine,  Webber,  Jackson  &  Curtis 

iDcorporftted  Incorporated 

Smith,  Barney  &  Co.  Dean  Witter  &  Co.  Bache  &  Co. 

Incorporated  Incorporated  Incorporated 

April  6.  1972 


DIVIDEND 
NOTICE 

The  Board  of  Directors  of 
Ford  Motor  Company  at  a 
meeting  held  in  Dearborn, 
Michigan,  on  April  13, 1972, 
declared  a  second  quarter 
dividend  of  67.5  cents  a 
share  on  the  Company's 
outstanding  stock,  payable 
June  1.  1972,  to  stock- 
holders of  record  at  the 
close  of  business  on  April 
28, 1972.  This  is  an  increase 
of  2.5  cents  per  share  over 
the  65  cents  per  share 
quarterly  dividend  paid 
since  the  third  quarter  of 
1971 .  The  increase  is  within 
the  Phase  II  guidelines  es- 
tablished by  the  President's 
Committee  on  Interest  and 
Dividends. 


<^^ 


The  American  Ptoad 
Dearborn,  Michigan  46121 


Men  who 
must 

make 
their 


make 
money 


Forbes: 
capitalist  tool 


READERS  SAY 


(Continued  from  page  14) 

Sir:  Two  weeks  have  passed  and  I 
haven't  got  past  the  cover. 

-W.  H.  WiGTON 

East  Gadsden,  Ala. 

.  .  .  and  fAr.  Woodbery 

SiK:  Your  article  on  Mr.  D.  Hoyt 
"Woodbery  of  Havatampa  Cigar  Corp. 
( Apr.  1 )  is  one  of  the  warmest  I  have 
ever  read.  You  have  captured  so  much 
of  what  is  so  real. 

—Edgar  M.  Cullman 

President 

General  Cigar  Co. 

New  York,  N.Y. 

Sir:  The  trouble  is,  you  put  me  on 
page  55,  and  you  put  that  girl's  picture 
on  the  front  cover,  and  I  am  afraid  that 
nobody  will  get  beyond  the  front. 

— D.  H.  Woodbery 

President  and  Treasurer 

Havatampa  Cigar  Corp. 

Tampa,  Fla. 

Bill  To  Make  $  Bills  Useful 

Sir:  If  the  Congress  should  pass  the 
Hartke-Burke  Bill  (Forbes,  Mar.  1), 
then  at  last  the  foreigners  drowning  in 
billions  of  surplus  dollars  might  find  good 
use  for  them— to  buy  out  the  then  un- 
profitable foreign  operations  of  these 
U.S.  corporations  and  take  over  their  role 
in  international  trade.  I  wonder  what 
this  would  do  for  U.S.  prosperity? 

—Barbara  Bell 
Boston,  Mass. 

Rafs,  Garbage,  Wall  Street 

Sir:  Your  editorial  statement  that 
"Rats  and  racketeers  abound  in  garbage" 
is  not  particularly  appreciated  ("Waste 
Can  be  U.scful,"  Feb.  15).  In  my  opinion 
nowhere  is  there  a  liigger  Mafia  (bad 
word)  than  in  Wall  Street.  If  you  are 
a  member  of  the  family  (New  York 
Stock  Exchange),  you  have  fixed  prices, 
and  the  charges  bear  little  relationship 
to  cost.  And  you  are  constantly  advi.sed 
not  to  "shop"  a  financial  deal. 

—Marvin  H.  Mahan 
Scotch  Plains,  N.J. 

Box  Wrong 

Sir:  Re  the  "World  Enough?"  article 
(Apr.  1).  The  box  headed  "Sears  Satel- 
lites" reports  Armstrong  to  be  70%  owned 
by  Sears.  In  fact,  Sears  owns  slightly 
less  than  10%.  And  earnings  were  not 
$50  million  in  1971  but  $5.1  million. 

—Glenn  B.  Stevens 

Special  Asst.,  Public  Relations 

Armstrong  Rubber  Co. 

New  Haven,  Conn. 

Reader  Stevens  is  correct.  And  the 
1971  revenues  for  Roper  Corp.  should 
have  read  $213  million  and  its  earnings 
$5.4  million— Ed. 
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THE  1972 

FORBES  ANNUAL  REPORT 

ADVERTISING  SECTION 

The  following  pages  are  filled  with 
capital  ideas  which  offer  you  hours 
of  potentially  profitable  reading. 

Sound  investments  are  frequently  based  on  the  kind  of  factual  information  contained  in  company 
annual  reports.  Many  profitable  decisions  can  result  from  reading  these  revealing  reports. 

Obtaining  the  annual  reports  of  those  companies  which  interest  you  is  the  best  way  to  evaluate 
these  opportunities  for  yourself.  Intelligent  investing  is  frequently  based  on  an  appraisal  of  the 
factual  information  they  contain. 

you  may  obtain  any  of  the  annual  reports  advertised  in  this  special  section  by  circling  the  number  of 
the  company  or  companies  that  interest  you  on  the  postpaid  card  provided.  All  requests  will  be 
Drocessed  by  FORBES  and  passed  on  to  the  companies  involved,  who  will  send  you  their  reports 
directly.  Please  allow  a  reasonable  amount  of  time  for  processing. 


BDtU   AmjrJfepCTt©71 


ADM  Industries, 
Inc. 


.-.  ^  furm'nm^m  I"  the  last  ten  years,  ADM's  sales 
^Sw'  (Ijfni  ''^^' "  ''"'^'  ^^^  earnings  have  increased  16 
times.  The  company  supplies  the 
rapidly  growing  manufactured  hous- 
ing and  recreational  vehicle  industries 
from  coast  to  coast  through  its  15 
manufacturing/distribution  centers, 
each  located  in  the  heart  of  the  na- 
tion's leading  production  centers.  Cur- 
t  first  ([uarter  results  show  continued  expansion  as  sales  were 
19'*^  and  net  income  increased  63%  compared  with  the  previous 
al  vear. 


^1 


AS/ 

Communications, 

Inc. 


ASI  owns  5  radio  stations,  a  television 
station,  and  a  national  radio  sales  rep- 
resentative subsidiary.  ASI  is  a  growth 
company  which  has  demonstrated  the 
unique  ability  to  identify  and  acquire 
stations  operating  at  less  than  optimum 
effectiveness  in  their  communities  and 
develop  tliem  into  vital,  stable,  prof- 
itable  operations   in    a   comparatively 
short  period  of  time.  The  Company's  1971  Annual  Report  sum- 
marizes substantial  gains  during  the  year  in  sales,  earnings  and 
financing.  3 


AGC  Industries, 
Inc. 


TO  ^^»Vw  CO'^anK 


AGC  Industries,  Inc.,  with  headquar- 
ters in  Omaha,  Neb.,  presently  consists 
of  four  operating  companies  with 
plants  in  the  U.S.  and  Puerto  Rico. 
Their  products  include  kitchen  cabi- 
nets, bathroom  vanity  cabinets  and 
kitchen  counter  tops  for  the  home; 
custom-made  interiors  for  retail 
stores,  clubs,  hotels-  and  offices,  and 
pecial  rubber  and  synthetic  parts  for  a  wide  diversity  of  in- 
dustrial customers.  Sales  in  1971  were  at  an  annualized  rate  of 
.$9,000,000. 
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Alcan 


Alcan  Aluminium  Limited's  new  An- 
nual Report  features  a  special  section 
on  the  growth  and  development  of 
its  U.S.  company,  Alcan  Aluminum 
Corporation,  which  has  become  the 
fourth  largest  fabricator  of  aluminum 
in  the  United  States  in  less  than  ten 
years.  For  Alcan,  the  worldwide  alu- 
minum producer,  1971  proved  the 
worth  of  an  international  operating 
and  marketing  structure. 


4 
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ALD,  Inc. 


ALD,  Inc.  manufactures  coin-operat- 
ed laundry,  dry  cleaning  and  car 
wash  equipment  and  has  a  licensing 
program  for  Country  Clean®  Laundry 
and  Dry  Cleaning  stores.  New  man- 
agement and  a  dramatic  e.xpansion  in 
the  easy-care  (permanent  press  and 
double  knit)  clothing  market  provid- 
ed a  30%  increase  in  sales  during  1971 
over  1970.  This  increase  contributed 
to  a  very  substantial  improvement  in  the  Company's  results  of 
operations  for  1971,  as  reflected  in  its  Annual  Report.  Listed 
OTC. 


American  financial 

Gorporation 

Annual  Report 

iDrT971 


American 
Financial 
Corporation 

1971  operating  earnings  for  this  Cin- 
cinnati-based diversified  holding  com- 
pany chmbed  34%  over  1970  tc 
$11,819,000.  Operating  earnings  pei 
share  were  up  28%,  amounting  tc 
$1.70  per  share.  American  Financial 
with  assets  exceeding  $900  million 
has  major  investments  in  banking,  in- 
surance, savings  and  loans,  construc- 
tion, leasing  and  publishing. 


Allegheny  Power 
System,  Inc. 


Consolidated    net    income    of    $48.8 
million  in  1971  increased   14.5%  over 
1970.  Earnings  per  .share,  on  basis  of 
average   number   of   shares    outstand- 
ing,   were    $2.15    compared    to    $2.03 
for    1970,    up    5.9%.    Dividends    per 
share  were  $1.36  compared  to  $1,32 
for    1970.    Per    share    dividends    paid 
have  been  greater  than  in  the  previ- 
ous year  in  22  of  the  last  23  years,  and  the  first  1972  quarter!) 
dividend    is    35    cents    a    share.    Allegheny    Power    serves    vital 
29,100-square  mile  area  in  Ohio,   Maryland,   Pennsylvania,   Vir- 
ginia and  West  Virginia. 


American 
Financial 
Leasing  and 
Services  Company 


Management  reports  1971  earnings 
of  $2,668,000.00,  a  26%  gain  over 
1970.  Earnings  per  share  increased 
23%  to  85<'.  With  ample  funds  avail- 
able, American  Financial  Leasing  and 
Services  is  leasing  a  broad  variety  ol 
industrial  and  transportation  eqviip- 
ment.  The  Data  Processing  division, 
with  continued  rapid  growth,  is  now  responsible  for  a  significant 
percentage  of  the  profits.  JQ 


American 
Continental 
Homes, 
Incorporated 

American  Continental  Homes,  which 
builds  homes  in  the  PhoenLx  and  Den- 
ver areas,  and  which  is  entering  the 
Chicago  and  Cincinnati  markets,  re- 
ports 1971  net  profits  of  $2,598,000.00. 
Revenues  for  1971  exceeded  $40  mil- 
lion. American  Continental's  delivery 
of  1,360  homes  in  1971  is  an  increase 
of  27%  over  1970.  Earnings  per  share  are  up  25%  over  last  year, 
to  40( .  7 


American  Motor 
Inns,  Inc. 

In  fiscal  1971  operated  45  Holiday 
Inns,  Maine  through  N.  Carolina,  plus 
restaurants,  office  buildings.  Incorpo- 
rated subsidiaries:  American  Motel 
School  ( Motel  Management  and  Par- 
amedical Training);  Universal  Com- 
munication Systems  ( Sales  and  Leas- 
ing of  Telephone  Systems ) . 


11 


American  Family 
Life  Assurance 
Co.  of  Columbus 


Originators  of  the  CancerCare  Plan®, 
American  Family  Life  reports  anoth- 
er year  of  outstanding  growth.  Now 
operating  in  42  states,  Puerto  Rico, 
and  Jamaica,  W.I.,  as  well  as  in  Creat 
Britain  and  the  Argentine,  this  pioneer 
of  Cancer  insurance  reports  1971  stat- 
utory earnings  up  204?  over  1970. 
and  adjusted  earnings  up  11',.  Premium  income  for  1971  in- 
creased 50%  over  the  previous  year.  Net  investment  income  rose 
A\%  over  1970.  The  Conipaius  1972  growth  is  expected  to  sur- 
pass any  of  the  previous  years 
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American 

Re-Insurance 

Company 


Cash  dividend  increase  plus  2-for-l 
stock  split  early  in  1972  reflect  1971 
results:  adjusted  earnings  per  share 
reached  $6.09,  up  33%  from  $4.58i 
The  split  follows  a  4-for-3  split  in 
1970  and  5-for-4  split  in  1969.  Divi- 
dends were  increased  in  nine  of  the 
last  ten  years.  1971  assets  toppe^ 
$400  million.  American  Re's  NASDAQ  symbol  is  ARNY. 


I 
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American  Training 
Services,  Inc. 

ATS  is  one  of  the  nation's  largest 
corporations  in  the  vocational  train- 
ing field.  Its  schools  train  construc- 
tion equipment  operators,  hotel  and 
motel  personnel  and  tractor  trailer 
drivers.  For  the  year  ended  Febru- 
ary 28,  1972,  estimated  revenues  are 
in  excess  of  $7  milHon.  Revenues  and 
"  earnings      register      appro.ximately      a 

OX  gain  over  fiscal  1971.  ATS  projects  revenues  of  $13  million; 

ter-tax  earnings  of  approximately  $1.3  million  for  fiscal  1973. 


13 


Z?.  H.  Baldwin 
Company 

For  the  fourth  consecutive  year,  Bald- 
win reported  record  income,  and  sales 
and  revenues.  Growth  in  financial  ser- 
vices was  the  major  factor  in  the  best 
year  in  the  Company's  history;  musi- 
cal instrument  business  showed 
marked  improvement.  Baldwin  is 
traded  on  the  American  Stock  Ex- 
change. 
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Arkansas  Best 
Corporation 


di    lar^c 
■house 
ideil  on 


This  diversified  management  com- 
pany continued  an  uninterrupted 
revenue  uptrend  in  1971  with  a 
22.6^  gain  to  $78.4  million,  yield- 
ing record  earnings  of  $5.4  million. 
Operating  units  include  one  of  the 
nation's  most  efficient  motor  freight 
carriers,  ABF;  a  leading  furniture 
manufacturer.  Riverside;  and  the 
^t  bank  in  Dallas,  NBC.  Another  subsidiary  provides 
and  external  data  processing  services.  Shares  are 
the  American  Stock  Exchange. 

14 


Bliss  &  Laughlin 
Industries 

1971  marked  the  tenth  year  of  BLI 
diversification  from  steel  into  con- 
struction tools  and  services,  furniture 
hardware  and  components,  metal 
products,  and  land  development. 
During  past  decade,  both  revenues 
and  earnings  climbed  dramatically. 
In  spite  of  lengthy  steel  strike,  1971 
revenues  gained  and  earnings  were 
oil  only  moderately.  Management  is  pledged  to  continue  growth 
through  .selective  acquisitions  and  internal  expansion. 
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Ashland  Oil,  Inc. 

Ashland  Oil's  SI. 6  billion  sales  in 
fiscal  1971  came  from  three  major 
operating  divisions— petroleum  60%; 
chemicals  21%;  and  resources  19%. 
llnaudited  earnings  reported  for  the 
first  (juarter  of  fiscal  1972,  ended 
December  31,  1971,  reflected  net  in- 
come of  $19.4  million,  equal  to  79 
cents  a  share.  Ashland  also  o^ns  ap- 
proximately 90%  of  Ashland  Oil  Cana- 
da Limited. 
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Brockway  Glass 
Company,  Inc. 

Brockway,  the  nation's  second  largest 
producer  of  glass  containers,  operates 
13  glass  container  plants,  1  glass  tub- 
ing and  vial  plant,  2  plants  for  rigid 
and  flexible  plastic  containers  and 
closures  and  6  corrugated  paper  box 
shops.  1971  volume  increased  to  over 
$209,000,000.  Brockway  has  paid 
cash  dividends  every  year  since  1927. 
NYSE  listed. 
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Automation 
Industries,  Inc. 


lull- 

7]  I 


Through  the  interaction  of  products 
and  services.  Automation  Industries 
has  become  a  major  factor  in  tech- 
nical and  industrial  markets  through- 
out the  world.  Approximately  60%  of 
197rs  revenues  of  $185  million  were 
derived  from  services  ranging  from 
nuclear  power  plant  design  and 
management  to  studies  on  ecological 
ban  problems.  Products  cover  such  specialized  markets  as 
^t^uctive  testing,  hydronic  heating,  and  flexible  tubing, 
let  income  was  $2.2  million,  or  27  cents  a  share. 

16 


The  Budd 
Company 
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The  Budd  Company  achieved  sub- 
stantial improvements  in  earnings  in 
1971.  BUDD  is  the  largest  indepen- 
dent supplier  of  body  stampings  to 
the  automotive  industry  ....  manu- 
factures wheel  products,  stampings 
and  Cindy  trailers  and  containers  for 
the  trucking  industry  ....  provides 
plastic  components  to  the  automotive 
and  electrical  industries.  BUDD  skills 
and  manufacturing  processes  are  licensed  worldwide. 

WHEREVER  YOU  LOOK  YOU  SEE  BUDD  .  .  .  MOVING. 
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CNA  Financial 
Corporation 

With  assets  of  $3.8  billion,  CNA  Fi- 
nancial Corporation  had  operating 
profits  of  $1.73  a  share  in  1971  (fully 
converted),  up  66%  from  1970.  Gross 
revenues  were  $1.6  billion,  up  13.9% 
from  1970.  Major  subsidiaries  are 
Continental  Casualt>'  Co.,  Continen- 
tal Assurance  Co.,  General  Finance 
Corp.,  and  The  Larwin  Group, 
Inc.,  a  housing  producer. 
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Clarl(  Oil 
and  Refining 
Corporation 

The  largest  independent  gasoline 
marketer-refiner  in  the  Midwest, 
Clark  is  increasingly  active  in  crude 
oil  and  natural  gas  exploration  and 
production.  Sales  of  $275  million 
'were  recorded  in  1971.  Clark  markets 
in  13  states  through  1750  service 
stations.  Exploratory  drilUng  programs 

are  now  underway  offshore  Western  Louisiana  and  in  the  Arctic. 

Clark  also  has  interests  in  the  chemical  and  pipeline  industries 

and  is  listed  on  the  NYSE. 
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The 

Carborundum 

Company 


We  have  been  around  since  1891, 
making  silicon  carbide,  aluminum  ox- 
ide, grinding  wheels  and  coated  abra- 
sives. From  those  early  years  we 
moved  into  super  refractories,  heating 
elements,  electronic  components  and 
ceramic  fiber.  To  machines,  felts,  fil- 
ters, graphite  and  textiles.  To  systems 
for  controlling  air  and  water  pollution,  units  to  consume  solid 
waste,  fire-resistant  fibers,  material  for  Hning  the  brakes  of  jet 
planes,  a  filter  that  will  remove  viruses  from  water.  22 


Clow  Corporation 

A  growing  company  whose  products 
are  devoted  almost  100%  to  serving 
water  and  sewage  needs.  Sales  of 
$100,597,000  earned  profits  of 
$4,187,000,  or  $1.45  per  share.  Manu- 
factures a  wide  range  of  products  for 
municipal  and  industrial  water  and 
wastewater  systems  including  pipe, 
valves,  waste  treatment  equipment, 
chemicals.  Traded  OTC,  has  paid  170 
quarterly. 
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Charter  Medical 
Corporation 


w^¥v.j^ir^^n 


Charter  Medical  Corporation's  four 
major  interest  areas  are  ownership 
and  operation  of  hospitals,  building 
hospitals  for  itself  and  others,  manag- 
ing health  care  facilities,  and  provid- 
ing data-processing  services  for  phy- 
sicians and  hospitals.  In  fiscal 
1971  (September  30),  net  income 
rose  13%  to  $1.7-million  on  43%  high- 
er revenues  of  $24-million.  For  the  first  quarter  ended  Dec.  31, 
1971,  the  company's  net  earnings  increased  56%  to  $442,427  and 
gross  revenues  44%  to  $7.2-million.  Listed  on  the  American  Stock 
Exchange,  its  headquarters  are  in  Macon,  Ga. 

23 


NASDAQ  symbol  CMEN. 


Coachmen 
Industries,  Inc. 

One  of  the  nation's  largest  recrea- 
tional vehicle  manufacturers,  Coach- 
men showed  a  1971  sales  increase  of 
63%  to  $35,507,076.  Earnings  in- 
creased to  80  cents  per  share  in  1971 
from  25  cents  per  share  in  the  prior 
year.  Primary  products  are  travel 
trailers,  truck  campers,  motor  homes, 
camping  trailers,  and  mobile  hom( 
marketed  in  43  states.  Traded  OTi 


1 
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Chicago 
Pneumatic 
Tool  Company 


CP  is  a  leading  supplier  in  the  U.S. 
and  abroad,  of  air-powered  tools  and 
equipment  as  well  as  of  chucks  ("Ja- 
cobs"), fasteners  ("Allen")  and  pro- 
cess instruments  ( "Qualitrol" ) .  1971 
earnings  were  $11,489,000  or  7.4%  on 
sales  of  $155,055,000.  In  1971,  cash 
dividends    of    $2.00    per    share    were 

paid,   marking   the   31st  consecutive   year   of   dividend   payout. 

Listed  on  the  NYSE  under  the  symbol  COG. 
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The  Columbia 
Gas  System, 
Inc. 


Through  retail  and  wholesale  oper^ 
tions,  Columbia— the  nation's  largej 
interconnected  natural  gas  systen 
serves  four  million  customers  in  sev 
states  and  the  District  of  Columb^ 
Gas  sales  rose  to  a  new  high  in  197 
In  January  1972  the  annual  divided 
rate  was  raised  60  to  $1.82  per  sha 

Columbia  continues  intensified  efforts  to  develop  additional 

ture  gas  supplies. 


72 


FORBES,   MAY  1,  1972 


J-^^ 


LA 


Commercial 
Alliance  Corp. 


ca 


CA    ( Aniex )    is    a    financial    services 
firm    specializing    in    leasing    and    fi- 
nancing the  sale  of  capital  equipment, 
primarily       construction       equipment. 
Earnings    for    the    year    ended    July 
31,   1971  were  a  record  SI. 5  million, 
with  total  installment  receivables  ac- 
quired   and    leases    written    in    fiscal 
1971  amounting  to  876,000,000.  Reg- 
earnings  (unaudited)   for  the  half  ended  January  31,   1972 
SI. 06  million,   up  65'?   from   1971's  regular  six  month   re- 
This    unique    firm    has    shown    a    five    year    compounded 
ngs-per-share  growtli  of  over  40S  and  pays  a  dividend. 
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Consolidated 
Natural  Gas 
Company 


Consolidated,  the  3rd  largest  inter- 
connected gas  system,  has  wide-rang- 
ing programs  to  secure  new  gas  sup- 
plies for  nearly  3  million  customers 
served  at  retail  and  wholesale  in 
Ohio,  Pennsylvania,  West  Virginia 
and  New  York.  Earnings  were  $59 
million  or  $3.14  a  share  in  1971,  com- 
pared with  $49  million  or  $2.61  a  share  in  1970.  The  dividend 
rate  for  1972  was  raised  to  $1.95  a  share  from  $1.88,  the  7th  con- 
secutive year  of  increased  payments. 
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Community 

Psychiatric 

Centers 

Nation's  only  publicly  owned  firm 
specializing  in  the  ownership  and  op- 
eration of  acute  psychiatric  hospitals. 
Ame\  symbol  CMV. 


Earnings  per  share 
1968         1969         1970 
18f  44e  60*' 


1971 

750 


Consumers 
Water  Company 


30 


A  growing  water  utility  system  and 
real  estate  operation,  Consumers 
serves  over  68,000  customers  in  48 
communities  in  seven  states  from 
Maine  to  Illinois.  On  operating  reve- 
nues of  over  $7,500,000  in  1971,  it 
reported  $3.40  net  per  share  includ- 
ing $1.02  from  capital  gains.  Annual 
cash  dividends,  paid  consecutively 
since  1951,  are  at  $1.40  rate  supplemented  by  an  annual  stock 
dividend  since  1959.  Consumers'  NASDAQ  symbol  is  CONW. 
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Compo 
Industries,  Inc. 


.K    tlynamic,    diversified    manufacturer 
of    automated    production    machinery 
for  the  shoe,  apparel,  automotive,  ap- 
*1|  pliance,  plastic  and  rul)ber  industries. 

^  Also    produces    adhesives    and    chemi- 

T^  cals.     Recently    introduced    computer 

M  controlled    sewing    and    cutting*  ma- 

^  rzZTlZ.",..  cliinery    to   shoe    and    apparel   manu- 

facturers. Sales  volume  increased  2\% 
last  \ear.  Solid  financial  structure,  strong  national  and  ex- 
sales  organization,  active  Research  and  Development  group, 
[g  management  team.  Listed  American  Stock  Exchange. 
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Crompton  & 

Knowles 

Corporation 

Specialty    chemicals    sales    were    37% 
of    total    volume,    up    from    13%    only 
five   years   ago.   The   November  com- 
'^\  BSk        y'*'"^HHi        plftion    of    the    largest    acquisition    in 
•  v5       "  ^HB        Crompton    &     Knowles'    history    will 

/  ^<aL-:3ti.^i£:MH  further  increase  specialty  chemical 
/'  ^^mgliiiilijin^  sales  and  reduce  dependence  on 
machinery  products.  In  1971  on  a 
pro  forma  basis  sales  approximated  $110  million  consisting  of 
dyes,  flavors  and  colors  for  foods,  cosmetics,  pharmaceuticals 
and  plastics  and  specialized  machinery  for  the  packaging,  wire, 
plastics  and  textile  industries.  OC 


Consolidated 
Freightways,  Inc. 

Number  1  in  the  fast-growing  truck- 
ing industry,  CF  is  also  a  major  man- 
ufacturer of  heavy  duty  trucks,  an  air 
freight  forwarder,  and  has  a  49.9%  in- 
terest in  Pacific  Far  East  Line,  Inc. 
Revenues  of  $479,798,000  and  earnings 
of  $3.57  per  share  set  new  records  in 
1971. 
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The 

Crouse-Hinds 

Company 


In  1971,  Crouse-Hinds  Company  sales 
reached    almost    $79,000,000,    a    new 
high.    Net    profit    was    $4,750,000    or 
$2.15    per    share,    up    4%    over    1970. 
Crouse-Hinds  manufactures  and  mar- 
kets—worldwide—electrical     construc- 
tion equipment,  outdoor  lighting  sys- 
tems,   and    electronic    traffic    control 
equipment.   Manufacturing  facilities  are  in   Syracuse,   New  York 
and  Chicago,  Illinois,  with  subsidiaries  in  Canada,  Mexico,  Italy 
and  Venezuela. 
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Cubic 
Corporation 

This  20-year-old  multi-industry  com- 
pany has  reported  record  sales  and 
earnings  for  the  fifth  consecutive 
year.  Sales  rose  22%  in  1971  with 
profits  up  13%.  In  1970,  Cubic  posted 
a  sales  gain  of  12%  while  earnings 
climbed  11%.  Cubic  pays  cash  divi- 
dends and  operates  with  $19  million 
in  working  capital. 
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DORCHESTER  GAS 
GDRPORATPN 

AJ'^NJAL^PEPCPTPTl 


Dorc/iester  Gas  | 
Corporation  \ 

Dorchester  produces  75  million  cubi( 
feet  of  natural  gas  per  day  and  ha: 
interest  ranging  from  21%  to  100?  ii 
seven  gas  processing  plants  wit! 
gross  production  of  25,000  barrel 
per  day  of  gas  liquids.  An  exploratioi 
subsidiary,  organized  in  1971,  is  ao 
tive  in  Canada,  New  Mexico,  Okla 
homa  and  the  Gulf  Coast  area.  For 
eign  oil  production  averages  190 
barrels  per  day. 
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DA  TA  100 
Corporation 

DATA  100  Corporation  is  a  leading 
international  supplier  of  medium  and 
high  speed  remote  batch  computer  ter- 
minals. Organized  three  years  ago, 
DATA  100  directly  markets  its  prod- 
ucts through  34  sales  offices  located 
in  5  countries.  The  firm  has  4  manu- 
facturing plants  and  600  employees. 
About  800  remote  batch  termi- 
nals manufactured  by  DATA  100  and  its  subsidiaries  have  been 
installed  at  customer  sites. 
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ESB  Incorporated 


Pioneer  and  largest  producer 
batteries  and  packaged  power  sy 
terns,  including  Ray-O-Vac  dry  c< 
batteries,  flashlights  and  lanteri 
Exide  and  Willard  automotive 
teries.  Exide  industrial  batteries 
uninterruptible  power  systems, 
dustiial  and  personal  safety  equij 
ment.  Corrosion  resistant  material 
electric  motors,  plastics,  communication  systems.  71  years  o 
continuous  dividends.  Over  $300  million  in  sales  in  fiscal  1971.     , 

42 


Dennison 

IVIanufacturing 

Company 


Record    sales    ($158,594,000),    earn- 
ings ($7,528,000)  and  per-share  earn- 
ings  ($2.51)   were  achieved  in  1971. 
Dennison    emphasizes    a    combination 
of    paper    products    with    machinery 
and  equipment  to   produce   more   ef- 
ficient systems.  The  1971  Annual  Re- 
port describes  Dennison's  MERITAG® 
(a   magnetically   encoded   mercliandise   ticket)    which,    together 
with  encoding  and  reading  equipment,  forms  a  third  generation 
retail  information  system. 
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E-Systems, 
inc. 


The  new  name,  E-Systems,  Inc.,  vi 
recently     approved     at     the     anm 
meeting  of  the  shareholders  of  LT 
Electrosystems,      Inc.      This      repo 
therefore,         introduces         a         n< 
phase  of  corporate   existence  for  t 
company,  which  is  traded  on  AME 
In  addition  to  reporting  1971  sales 
$167,639,000     and     net     income 
$2,864,000   (55  cents  per  share)   and  reviewing  tlie  year's  p^ 
formance,  this    report   includes    background    infomiation    on    thi 
niultidivisional  organization,  the  business  and  the  history  of  tlv 
company.  4; 


Diebold  Venture 
Capital  Corp. 


As  an  original  source  of  venture  cap- 
ital for  new  enterprises  that  are  de- 
veloping new  markets,  new  services, 
and  new  ways  of  doing  business,  our 
objective  is  long-term  capital  appre- 
ciation through  efjuity  investment  in 
companies  with  activities  in  or  relat- 
ed U<  the  fields  of  communications, 
computiTS  and  data  systems,  environ- 
mental coiiliol,  instrumentation,  and  medical  technology.  The 
Diebold  Venttire  Capital  Corporation  is  a  closed  end  investment 
company,  listed  on  the  American  Stock  E.xchange  (s)inbol  DV). 
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Easco 


Easco    is   a    diversified   metals   man 
facturer   and   technical   services   coi 
pany,  one  of  the  500  largest  industt 
corporations.  Its  five-year-old  diversi 
cation  program  was  successfully  test* 
in  1971.  While  markets  for  the  coi 
pany's  traditional  stainless  steel  bu 
ness    remained    soft    diroughout    t 
Near,    its    newest    operating    group 
hand  tools  and  forged  products,  al 
minum    products,    industrial    compo 
ents,        international       trading       .nu 
technical    services— recorded    gains.    The    objective    of    lessen i 
dependence   on   the    cyclical   aspects   of   the   specialty   steel   m 
dustry,   and   thereby   providing   greater   stability   of   earnings,  i 
being  realized.  The  1971  Annual  Report  tells  how.  ., 
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Eaton  Corporation 

Eaton  is  a  billion-dollar  worldwide 
manufacturer  and  marketer  of  auto- 
motive, materials  handling,  industrial 
and  consumer  products  .  .  .  with  inno- 
vati\e  management  that  applies 
technology  to  soh'e  problems  in  ma- 
jor growth  markets.  1971  Sales  were 
up  4!?.  .  .  .  Earnings  up  21!?.  Get  to 
know  us  better.  Eaton  Corporation. 
World  Headquarters,  100  Erieview 
Plaza,  Cleveland,  Ohio  44114. 
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Fisher  Foods, 
inc. 


One  of  the  fastest  growing  regional 
supermarket  chains.  Sales  and  earn- 
ings for  1971  were  S508, 153,000 
and  $6,883,000  respectivelv  com- 
pared with  1965  of  $175,405,000  and 
$650,000.  The  company  operates  117 
Supermarkets  in  Ohio,  Kentucky  and 
Illinois,  eight  Family  Centers  in  Ohio, 
seven  Discount  Department  stores  in 
Pittsburgh  and  twenty-seven  Arthur  Treacher's  Fish  &  Chips  Res- 
taurants in  Cleveland  and  Chicago.  NYSE  Symbol:  FHR. 


49 


Evans  Products 
Company 

The  Building  Products  Company  is 
rapidly  becoming  the  nation's  top 
building  materials  marketer,  reaching 
high  profit  markets.  1971  revenues  of 
$726  million  were  up  23?,  profits  up 
62^.  Evans  serves  do-it-yourselfers 
through  167  retail  building  materials 
stores.  A  leading  pre-cut  homes  pro- 
ducer, Evans  is  also  a  top  mobile 
home  industry  supplier. 
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Fruetiauf 
Corporation 


In     1971    Fruehauf    Corporation    re- 
corded   the    second    most    successful 
year    in    its    history,    with    sales    in 
;      excess    of    $482    million.    The    world- 
j      wide    transportation    equipment    com- 
I      pany    increased    its    position    of   lead- 
ership  in   the   manufacture,    sale   and 
^     ,»«,».        leasing    of    truck    trailers,    containers 
and      c-ontainer-handling      equipment. 
As   well   as    adding   capabilities    in   the    production    of   modular 
homes. 
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Ferro 
Corporation 


Ferro    Corporation    set    record    sales 
and   earnings    in    1971:    Earnings    in- 
creased to  $2.18  per  share,  a  54%  in- 
crease over    1970,   and   sales   reached 
$167.5   million,   marking   Ferro 's    11th 
consecutive   year   of   growth.    Half   of 
Ferro's  sales  came  from  its  manufac- 
turing   operations    outside    the  'U.S. 
Ferro,  listed  on  the  NYSE,  has  mann- 
ing facilities  in  17  countries  throughout  the  world.  Ferro  pro- 
specialt>-  plastic  and  ceramic  materials  primarily   for  the 
ng,  appliance  and  household  furnishings  markets. 
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Garioc/(  inc. 

The  1971  Annual  Report  shows  some 
of  the  engineered  industrial  products 
which  Garlock  manufacturers  in  seven 
countries,  and  the  Report  describes  the 
industrial  markets  which  Garlock 
serves  in  more  than  70  countries.  1971 
sales  of  $85.5  million  and  net  income 
of  $3.6  million  produced  another  rec- 
ord year.  Garlock  has  paid  dividends 
continuously  since  incorporation  in 
1905.  NYSE  ticker  symbol:  GAK. 
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Financiai  Generai 
Bani(sijares,  Inc. 


Annual  Report  1971 


Financial   General    Bankshares   is   the 
nation's  11th  ranking  Registered  Mul- 
ti    Bank    Holding    Company    and    the 
largest  interstate  banking  group  in  the 
istem  United  States.   It  holds  inter- 
^t  in  26  banks  and  2  mortgage  bank- 
ing companies.  More  than  half  of  the 
banks  are  located  in  the  fast  growing 
Virginia,    Maryland    and    D.C.    areas, 
on  .\mericari   Stock  Exchange  since   1945,   current  price- 
ig  ratio  7. 
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Geartiart-Owen 
Industries  Inc. 


17  year  record  sales— 16  record  profit. 
Principal  corporate  thrust  of  GOI  is 
in  providing  services  for  completion 
of  oil  and  gas  wells  by  electric  wut 
line  similar  to  Schlumberger.  Services 
include  measuring  characteristics  of 
strata  to  locate  producing  zones  of 
hydro  carbons.  Additional  services  in- 
clude the  use  of  a  broad  line  of  tools 

which  GOI  manufactures  in  competition  with  Baker  Oil  Tools. 

GOI  thru  other  subsidiaries  markets  world  wide  a  line  of  cable 

handling    equipment    for    electric    utilities     and    fast     groxN'ing 

oceanographic  industr\-.   GOI   traded   AMEX. 
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Inc. 


GENIMAR,  through  its  Dur-O-wal 
Group  of  Companies,  is  a  national, 
architecturally  oriented  manufacturer 
and  marketer  of  proprietary  building 
products.  GENIMAR's  sales  increased 
bv  15?  to  over  $8  million  in  1971. 
Earnings  were  up  26%  to  $587,000 
and  after  tax  profit  margins  were 
over  1%.  Management  is  committed 
to  growth  through  selective  acquisitions  and  internal  expansion 
utilizing  its  outstanding  national  marketing  organization. 
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L 


Incorporated 


Grolier,  founded  in  1895,  is  the 
tion's  largest  publisher  of  ency 
pedias  and  reference  sets.  A  m 
growth  company  in  the  fields 
Learning,  Living  and  Leisure-t 
activities,  it  is  developing  mo 
home  parks  and  modular  vacal 
^  home  communities  in  six  states.  S 

in  1971  rose  11%  to  $257  million.  Pi 

its  were  $11.6  million  equal  to  $2.07  a  share.  Traded  on  the  > 

York  Stock  Exchange.  Ticker  symbol:  GLR. 


Genstar 


i 


been 


listed  on  NYSE  and  all  Canadian  exchanges. 


Genstar  is  a  diversified  company  op- 
erating throughout  Canada  and  in 
the  United  States.  Activities  include 
Cement,  Building  Supplies,  Residen- 
tial Construction,  Heavy  Construction, 
Land  Development,  Chemicals,  Ferti- 
lizers, Import/ Export,  Industrial  Prod- 
ucts, Marine  Transportation  and 
Venture  Capital.  Compound  annual 
growth  rate  in  sales  and  earnings  per 
approximately        22%.         Genstar        is 


Hercules 
Incorporated 
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A  worldwide  corporation.  Herd 
serves  virtually  every  major  indu; 
with  a  wide  variety  of  chemical  pr 
ucts.  Hercules  is  also  in  recreat 
modular  housing,  agriculture,  sp! 
food,  homemaking,  construction,  fa 
ion,  automobiles  and  pollution  abi 
ment  to  name  a  few.  Sales  of  h 
cules  and  its  consolidated  subsidia 

increased  for  the  13th  consecutive  year,  reaching  a  record  $! 

million.    Net   income   rose  6.9%,   equivalent  to   $2.78   per   shi 

compared  with  $2.61  in  1970  (restated). 

I 


Gifford-HHI  & 
Company,  Inc. 


MWR<bwilw«il«£. 


Net   Sales   of    $110   million,    up   22%. 
Pre-Tax  Income  of  $10.8  miUion,  up 
48%.   Net  income  of  $7.1   million,  up 
57%.  Earnings  per  share  of  $1.85,  up 
58%.   Gifford-Hill's   operations   include 
construction  materials,  concrete  prod- 
ucts,   agribusiness,    specialized    truck- 
ing and  real  estate  development.  Our 
1971   Annual  Report  includes  a  com- 
prehensive   study   of   product   informati(m,    divisional    sales,    op- 
erating profits  and  geographic  markets  plus  future  market  data 
based  on  authoritative  sources.  N.Y.S.E.— GFH. 
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Holiday  Inns, 
Inc. 


Licensor  of  world's  largest  food  i 
lodging  system— more  than  1,1 
properties  (310  company-ownc 
open  or  under  construction  in 
countries.  Food/lodging  activil 
supplemented  by  institutional  m 
ufacture,  supply,  distribution— cc 
plemented  by  land/sea  transportat 
(Tco    Industries,    Inc.-Continen 

Trailways   Bu«   Systems).    1971   corporate   sales   climbed    17/ 

$707,876,910. 


Based  in  Oklahoma 
City  and  operating 
in  47  states. 


'Calculated  b\-  A.M. 


Globe  Life  And 
Accident 
Insurance 
Company 

■'OUR  BILLION  DOLLAR  YEAR" 

net  earnings  up  56% 

1971  HIGHLIGHTS 
Life  Insurance  $   1.07  billion 

Total   Assets  $46.81   million 

Capital  &  Surplus       $15.60  million 
Total  Income  $30.91    million 

Net  Income  $  3.80  million 

'Adjusted   Income  $2.04  per  share 
Best  Co.  NASDAQ  svmbol-GBLF. 
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HOWMET 


RfiPORT  1971 


How  met 
Corporation 


Howmet  Corporation   (NYSE/P(  ^ 

is   a   diversified   company   whose  \ 

mary  concern  is  processing  of  mel 

and  their  alloys  and  development 

fabrication  techniques.   1971   sales 

creased    by    12%    over    1970    to    d 

$280    million.    Revenues    divided  I 

most      equally      between     Alumini 

and    Other    Metals    Operations.    \ 

ior    products    are    primary    and    fabricated    aluminum    includi 

building    products;    precision    investment    castings,    superallo 

titanium,  carbides  and  many  fabricated  items. 

6 
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^   /vaco  Industries 
Limited 


aSS 


1,95 
13.2 


7.525  ( 
million 


Ivaco  is  a  large  producer  of  steel  rod, 
wire  and  wire  products,  nails,  fas- 
teners, axles,  and  machined  parts.  Its 
manufacturing  facilities  comprising 
eight  plants,  employing  1,300  people 
are  located  at  Marieville,  Que., 
L'Orignal  and  Ingersoll,  Ont.,  and 
Buffalo,  X.Y.  Net  earnings  in  1971 
\\ere    a    record    $3,679,742    up    from 

SI. 04  per  share,  up  from  860).  Sales  were  a  record 

up  from  S38.5  million. 
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Lone  Star 
Industries,  Inc. 


A  diversified,  multi-national  business 
with  four  operating  groups:  Cement 
and  Construction  Materials  (U.S.), 
National  Building  Centers  (retail 
building  materials  and  modular  hous- 
ing), International  Group  (cement 
manufacture  in  South  America),  and 
Diversified  Industries  Group  ( land  and 
housing  development,  rug  manufac- 
ture, and  process  research).  More  than  60  percent  of  Lone  Star's 
revenues— $379  million  last  year— now  come  from  products  other 
than  cement. 
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Joy 

Manufacturing 

Company 


Joy,  a  leading  manufacturer  of  min- 
ing machinery,  air  pollution  control 
systems,  air  compressors,  oil  tools  and 
other  industrial  equipment,  had  rec- 
ord sales  of  $300,850,000  in  fiscal 
1971  and  record  earnings  of 
$15,528,000,  an  increase  of  18«  over 
the    previous    year.    Report    features 

jght-page  .special  section  detailing  the  company's  full  range  of 

oducts  and  services. 
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Long  Island 
Lighting  Company 


^^^^^^^  LILCO  serves  over  2.7  million  people 

M  ^^^^Hh  jiyi  principally  in  Nassau  and  Sufl^olk 
Tk  ^^^^^^H  cU  Counties  on  Long  Island.  This  popu- 
lation is  more  than  in  each  of  25 
.states.  Family  income  in  the  area  ex- 
ceeds that  in  all  the  nation's  major 
metropolitan  areas.  System  sales  of 
electricity  and  gas  rose  6.3%  and  5.4% 
respectively  in  1971.  Earnings  per 
share  were  $2.11.  The  dividend  rate  on  the  common  stock  was 
increased  to  $1.42  in  March  1972. 
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Kentucky  Central 
Life  Insurance 
Company 


During  1971,  Ki'utucky  Central  Life 
boosted  its  total  life  insurance  in 
force  above  the  $2  billion  mark,  an 
achievement  that  places  the  70-year 
old  insurer  in  the  top  100  of  the  na- 
tion's more  than  1,800  life  in.surance 
companies.  The  company  recorded 
these  gains  in  1971:  sales  of  indivi- 
ual  ordinary  life  insurance,  up  245?;  adjusted  earnings,  $1.08 
pr  share,  up  20*.  The  company  operates  coast  to  coast. 
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Lowe's 
Companies,  Inc. 

How  do  tjou  judge  a  growth  compa- 
ny?   Lowe's    internal    growth    rate   in 


earnings  per  share  exceeds  21%  com- 
pounded annually  for  the  last  ten 
years.  Lowe's  organization,  its  mar- 
keting opportunities,  and  its  continu- 
ing growth  potential  are  described  in 
the  1971  Annual  Report. 
Lowe's  Awards  and  Recognition  From 

One  of:  101  Growth  Stocks Merrill  Lynch 

1970  Brand  Name 

Retailer  of  the  Year  Brand  Names  Foundation 

Silver  Oscar  Winner Financial  World      O/ 


Kulicke  and 
Soffa  Industries, 
Inc. 


"'  KSI  supplies  the  precision  machinery, 

instruments  and  tools  used  in  the  de- 
sign, manufacture  and  assembly  of 
every  type  of  semiconductor  device. 
Technically  oriented  to  satisfy  an  in- 
creasing international  demand,  the 
Company  maintains  a  vigorous  en- 
gineering development  program  to 
chieve  growth  through  new  products  and  new  markets. 
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Lynch 

Communication 
Systems  Inc. 

Acquisition    of   Transcom    Electronics 
and  listing  on   New   York   Stock   Ex- 
change    were     highlights     of     1971, 
Lynch's    25th    consecutive    profitable 
year.  A  leading  manufacturer  of  car- 
rier telephone  systems.  Lynch  has  ac- 
celerated      R&D       eftbrts       (recently 
acquiring    a    new    advanced    develop- 
ment laboratory)  and  introduced  an  electronic  telephone  switch- 
ing   system.    1971    revenues    increased    to    $16    million,    earn- 
ings to  95  cents  per  share. 
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McDonough  Co. 


This  diversified  manufacturer  of  lawn 
and  garden  tools,  cement  and  other 
building  materials  completed  the  ac- 
quisition of  Endicott  Johnson  Corpo- 
ration, a  major  manufacturer  of  foot- 
ItncdJ  wear,     effective     October     1,     1971. 

Plumb  Tools  was  also  acquired  dur- 
ing the  year  to  complement  its  prod- 
uct line  of  hand  tools.  Primary  earn- 
ings of  $3.80  a  share  for  the  year  in- 
creased 42/?  from  last  year's  $2.67.  Ticker  Symbol— MDO. 
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Merrill  Lynch, 
Pierce,  Fenner  & 
Smith  Inc 


Merrill  Lynch  is  the  largest  and  one  oi 
tlie  most  diversified  firms  in  the  se 
curities  industry.  During  1971— its  firsi 
year  as  a  public  company— Merril 
Lynch  set  3  records:  Gross  revenuf 
reached    $676    million,    up    43%   fron 

1970.   Net  profit  hit  $70  million,  up 

72%.  Net  worth  climbed  to  $393  mil. 
lion,  up  40%.  Servifces  include:  Stocks.  Bonds.  Government  and 
Municipal  Securities.  Mutual  Funds.  Commodity  Futures.  In- 
vestment Banking.  Real  Estate  Financing.  Investment  Counseling 
through  Lionel  D.  Edie  &  Co.,  Inc.,  a  Merrill  Lynch  subsidiary 
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.^  .1      iMASCa 

•      i^J                  ,   COHPORATIOIV 

^^m 

Masco 
Corporation 

"Masco  manufactures  faucets,  en- 
vironmental, leisure  and  other  prod- 
ucts for  the  home,  and  cold  extruded 
and  other  precision  industrial  com- 
ponents for  industry.  By  providing 
superior  value  to  customers  in  mar- 
kets with  above  average  potential, 
Masco  has  achieved  increased  earn- 
ings for  fifteen  consecutive  years. ' 
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Moog  Inc. 


Moog  in  the  fiscal  year  ending  ]mv. 
30,  1971  reported  earnings  e.\ceedinj 
$1  million  for  the  first  time  in  the 
company's  20-year  history.  Earnini;! 
were  $1.71  per  share  on  sales  of  $2fl 
million  compared  with  $.44  per  shaij 
earnings  for  die  prior  fiscal  year.  Coii( 
tinued  growth  is  forecasted  for  tlie 
current  year.  Moog  Inc.  is  a  leadin 
manufacturer  of  electrohydraulic  .sei 
vocontrols  for  aerospace  and  industrial  markets  and  of  Hydra 
Point,  an   N/C  machine  tool.  1 
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Media  General, 
Inc. 


One  of  the  nation's  largest  public 
newspaper  chains.  Media  General  had 
revenues  of  about  $117  million  in 
1971  and  earnings  hit  a  new  high. 
Wholly  owned  subsidiaries  operate 
newspapers  in  Richmond,  Tampa, 
Winston-Salem  and  Newark.  Broad- 
casting, TV  and  radio,  along  with 
cablevision    and    the    manufacture    of 

newsprint  from  waste  newspapers  add   to  the  publishing  base. 

The  company  is   recognized   as   a   leader  in   modern   production 

methods. 
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NVF  Company 

With     sales     at     an     historic     le' 
of     $300,352,000     and     earnings 
85,432,000,    up    172%   over   the   pri( 
year,    NVF    Company    (NYSE)    is 
leading    manufacturer    of    vulcanize 
fibre,  plastic  laminates,  materials  hai 
dling    devices    and    fine    papers, 
principal     subsidiary,     Sharon     Sted 
Corporation,    is    the    13th   largest   do- 
mestic steel  producer.  Based  on  prod- 
uct mi.\  of  high  quality  and  management  capabilities   in   deptli, 
NVF's  1972  outlook  points  to  a  continued  upward  c(n\rse. 
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Medical  Scientific 

International 

Corporation 


focu.ses  l)iomedical,  scientific,  and 
allied    disciplines    upon    the    develop- 
nient     and     implementation     of     ad- 
vanced   high-technology    systems    for 
die    medical    market.    Typical    of   the 
lonipany's  capabilities  is  the  comple- 
tion, inider  a  $1.8  million  contract,  of 
.m      automated      multiphasic      health 
screening  system  with  the  capacit\-  to  administer  51    diagnostic 
tests  to  over  100  patients  in  H  hours.  For  1971,  MSI  reported  to- 
tal revenues  of  SI, 353.6 12  and  net  earnings  of  $357,708   ($.65 
per  share).  NASDAQ  Symbol:  MSIC. 


Nationwide  Homes 
Incorporated 


Nationwide  Homes,  listed  America 
Stock  Exchange,  manufactures  and 
markets  modular  and  panelized  hous- 
ing in  the  eastern  United  States.  Na- 
tionwide housing,  first  in  Virginia  and 
second  in  world  to  receive  the  pres! 
gious  L'nderwriters"  Laboratories 
certification  of  approval,  meets  spen- 
fications  for  governmental  and  con- 
ventional financing.  Nationwide  is  in 
its    thirteenth    year    of    consistent    growth— current    year    growth 


tl 


lan  25%  a 
X'irginia  24112. 


diead  of  fiscal  1971.  P.O.  Box  5511,  Martinsville, 
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New  Process 
Company 


This  unique  62  year  old  mail-order 
retailer  of  men's  and  women's  apparel 
increased  sales  302  to  S122.3  million 
in  1971.  Earnings  per  share  were 
•81.115-10  times  those  of  1962  after 
adjusting  for  stock  splits  of  5-for-l  in 
1962,  3-for-]  in  1968  and  2-for-l  in 
1969,  1970  and  1971.  A  new  348,030 
square    foot    distribution    center    will 

irt  up  this  fall.   Listed:    American   Stock   E.xchange.   Symbol: 

OZ.  Fiscal  Year  Ends;  December  31. 
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Parkwood 
Homes,  Inc. 


Parkwood  Homes,  a  leading  custom 
manufacturer  of  quality  mobile  homes 
in  the  medium  to  higher  price  ranges, 
entered  the  doublewide  home  market 
in  November,  1971.  This  year,  Park- 
wood  is  scheduling  production  for  a 
15%  increase  in  sales  over  the  $34 
million  recorded  in  fiscal  1972.  Dou- 
blewide homes  and  14'-wide  mobile 
homes  are  the  fastest  growing  segment  of  the  industry.  Park- 
wood  has  good  representation  in  these  areas. 
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Niagara  Share 
Corporation 

This  independently  managed,  diver- 
sified closed-end  investment  compa- 
ny is  listed  on  the  New  York  Stock 
E.xchange.  The  43rd  Annual  Report 
features:  the  Company's  investment 
objectives;  a  growth-oriented  portfo- 
lio; the  record  of  investment  man- 
agement; a  range  of  distribution  op- 
tions. Continuous  cash  dividerrds  for 
36  years. 
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ery  year  since  1902. 


Ptiiladelphia 
Electric  Company 

An  investor-owned  utility  serving  a 
2475-square-mile  territory  in  south- 
eastern Pennsylvania  and  northeast- 
em  Maryland.  —More  than  $2!4  bil- 
lion invested  in  electric,  gas,  and 
steam  facilities.  —Outlays  of  an  addi- 
tional $2/2  billion  scheduled  for  ex- 
pansion and  improvement  during  the 
ne.xt  five  years.  —Dividends  paid  ev- 
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Northeast 
Utilities 


Northeast  Utilities  provides  electric 
and  gas  service  through  four  operat- 
ing company  subsidiaries  to  over 
1,000,000  customers  in  Connecticut 
and  western  Massachusetts.  The  sys- 
tem is  seeking  S42.3  million  in  rate  in- 
creases to  finance  a  six-year,  $1.9 
billion  construction  program.  Earnings 
increased    \1%    in    1971    to    S1.30    a 

are  on  almost  8S  more  shares  outstanding.  Dividends  were  con- 

lered  100?  nontaxable  in  1971. 
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Plaza  Group 
Inc. 


Plaza    Group    Inc.    is    listed    on    the 
American    Stock    Exchange    and    sells 
consumer  products   such   as   Corning, 
Ekco,    Longine,    Polaroid    and    Rival 
through      petroleum      company     and 
bank  credit  cards.  We  develop  com- 
plete merchandising  programs  that  are 
offered   through   the   mail.   The   com- 
pany also   develops   promotional  pro- 
grams  with   these   products   for   giveaways   at  the   gas   stations. 
Plaza  contacts  the  American  consumer  and  is  considered  a  ser- 
vice and  merchandising  company. 
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Northern 

Natural 

Gas  Company 


9- 

POLDROM 

PROOXTS  rc 


Poloron 
Products,  Inc. 


Northern  and  its  nationwide  subsid- 
iaries are  engaged  in  natural  gas  op- 
erations, extractions,  transportation 
and  sale  of  liquid  hydrocarbons  and 
petrochemicals.  1971  earnings  per 
share  $4.54.  Common  stock  dividends 
per  share  82.60.  Future  gas  reserves 
sought  in  the  Canadian  Arctic.  Large 
trochemical  complex  in  Joliet,  Illinois  is  now  on  line. 
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Expansion  in  new  and  existing  mar- 
kets keyed  Poloron's  1971  operations. 
Mobile/ Modular  Homes  Divisions- 
sales  increased  33%.  Acquisition  of 
Max  Eckardt  &  Son,  Christmas  novel- 
ties manufacturer,  balances  seasonal 
sales  of  outdoor  lines  made  in  first 
half  of  year.  Consumer/ Industrial 
products:    power  lawn  mowers,   snow 

throwers;   charcoal  grills,  picnic  jugs,  ice  chests,  liquid  coolers; 

institutional  furniture.   Ordnance  materiel,   vinyl  laminates.   Net 

1971  sales,  $45,469,000.  AMEX. 
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Pope  & 
Talbot,  Inc. 


Nincti'Oii  si'vtMity-ono  pioduccd  rec- 
ord revenues  ;iiul  eaminjjs.  A  major 
prodiicor  of  lumber  and  specialty 
\M)od  products.  Pope  &  Talbot  in 
1^)72  completes  a  4-year,  $15  million 
plant  modernization  and  expansion 
prouram  in  Orejjon,  Washin,uton  and 
British  Colmnhia.  It  owns  over  1()(),()0() 
acres  of  timberland,  sejimcnts  of 
which  in  the  I'u.uct  Sound  area  are  being  developed  as  recrea- 
tional comnumities. 
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Rangaire 
Corporation 


pact 
tour 
than 


With  headquarters  in  the  Dallas-Fort 
Worth  area,  Ranjjaire  manufactures 
products  for  honiebuildinji  and  com- 
mercial construction  and  produces 
(luicklime  and  hydrated  lime.  Prod- 
ucts include  Chambers  kitchen  appli- 
^mccs,  fluorescent  liKhtinj;  fixtures, 
>f  range  hoods,  electric  fireplaces,  heat- 
ing/air conditioning  systems,  coni- 
freezers  anil  relfigerators  and  radio  intercoms.  In  the  past 
years  sales  have  almost  doubled  while  profits  have  more 
tripled. 
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Puerto  Rican 
Cement  Company, 
Inc. 

On  record  sales  of  $41 -million  in 
1971,  PHCC  earned  51  cents  per 
share  afti-r  a  depressed  1970.  Puerto 
Kico's  leading  cement  producer  also 
has  a  successful  multiwall  bag  opera- 
tion and  is  engaged  in  laiul-tlevelop- 
ment  operations.  Accelerated  govern- 
ment public-works  programs,  more 
home  building  autl  a  high  cccuiomic  growth  rate  in  Puerto  Rico 
shouKl  work  to  the  con(pan\"s  benefit.  NVSIvlisted:  PRN. 
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Richmond 
Corporation 


Financial  services  company  with  com- 
bined assets  of  $1  billion.  Parent 
corporation  of  The  Life  Insurance 
Company  of  Virginia;  Lawyers  Title 
Insurance  Corp.;  Cooke  &  Bieler,  Inc., 
investment  counselors;  First  Virginia 
Nhuiagement  and  Research  Corp., 
nuitual  fund  management  and  sales 
company;  Insurance  Management 
Corp.,  subsidiary  marketing  casualty  insurance;  Leatherby  Com- 
panies, Inc.,  California-based  insurance  group;  Morton  G.  Thal- 
himer.  Inc.,  realtors;  and  Richmond  E(iui\est,  Inc.,  real  estate 
ccpiity  and  development  compan>-.  QQ 


Pullman 
llll      Incorporated 


PULLMAN 


<  -^...wJ  .^viv.-*  1971 


'" ^^  "  A  multi-industry  corporation  engaged 

I  in   the   manufacturing   and   leasing   of 

r;ul  cars,  truck  tr;ulers  and  intermod- 
al  containers;  engineering  and  con- 
struction services  and  e(iuipmeut  for 
petrochemical,  metallurgical  and  oth- 
er basic  iutlustries  worldwide;  de- 
signer and  builder  of  environmental 
control  systems,  transit  .systems  and 
ski  lifts.  Quarterl>'  c;ish  di\idends  consecutively  paid  for  more 
than  1()4  vears. 
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Royal  Inns®  of 
America,  Inc. 


creased 
location 
The  six- 
of  ROA. 


A    fast    growing    network    of    hotels, 

motor  hotels,  restaurants  and  cocktail 

lounges    with    1971    earnings    of    62 

cents   per   share,   up   from    1970's    10 

cents  a  share.  Total  1971  income  was 

$3.5   million   versus    $1.65   million   in 

1970.    Network    .sales    exceeded    $30 

million  in  1971;   $19  million  in  1970. 

Royal     Inn     locations     in     1971     in- 

from  40  to  54;   rooms  from  4,100  to  6,194;   restaurant 

•i  rose  from  30  to  46;   cocktail  lounges  from  24  to  39. 

year-old  companv  is  listed  on  AMEX  under  the  symbol 
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Quorum 
Industries,  Inc. 


Quonun  Industries  is  a  leading  de- 
signer and  manufacturer  of  double- 
knit  fabrics.  The  ct)mpany  has  re- 
ccutK-  initiated  a  new  effort  directed 
at  .selling  their  highly  styled  fabrics 
to  the  retail  store  outlets  that  cater 
to  the  home  sewing  market.  Sales  and 
earnings  have  increased  every  year 
since     the     company's     inception     in 

1967,  with   1971   s;iles  of  almost  $20  niillion,  earnings  of  over 

$7tK),(K)0,  and  earnings  per  share  of  $1.25. 


Sav-A-Stop 
Incorporated 


stock  is 
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With  fiscal  1971  sales  of  $163  million, 
Sav-A-Stop  Incorporated  is  a  leading 
merchandiser  of  non-food  products. 
Compan\-  ser\ices  10,000  retail  out- 
lets in  34  states  through  four  major 
distribution  centers  and  operates  close 
to  400  comp;un'-ownetl  stores  through 
its  Top  Dollar,  Scottie  Store  and  Mc- 
Dufl  Appliance  divisions.  The  firm's 
listed  on  the  New  York  Stock  Exchange. 
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)perations  in  40  states, 
evenues  of  SI. 08  billion 
)f  S17.S  million,  up  19. 5S. 


Corporation 

Nations    largest    operator    and    fran- 
chiser of  convenience  food  stores  and 
a  major  processor  and   distributor  of 
dairy    products.    Currently    has    over 
4,100    7-Eleven    stores,    130    GrLstede 
and    Charles    &    Co.    stores    and    200 
Barricini     and     Loft's     candy     shops. 
Also   engaged   in   candy    manufactur- 
ing,   fleet   leasing,   chemical   and    ice. 
D.C.,  Canada,   Mexico  and   U.K.    1971 
,  up   Wi  over   1970  with  net  earnings 
Traded  OTC. 
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Stores,  Inc. 

Super  Valu  passed  the  billion  dollar 
mark  in  sales  in  1971,  making  it  the 
largest  food  wholesaling  firm  in  the 
nation.  It  serves  nearly  1600  inde- 
pendently-operated food  stores,  most- 
ly supermarkets,  in  21  midwest  and 
southeastern  states.  It  also  operates 
16  major  department  stores  and  66 
fabrics  stores. 
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Sparton 
Corporation 


Diversified  manufacturer  active  in 
antisubmarine  warfare  ( sonobuoys ) 
and  military  electronics;  automotive 
OEM  horns,  acces-sories  and  stamp- 
ings; conveyors;  and  oil  exploration. 
In  past  five  years  shareowners'  eciui- 
ty  per  common  share  increased  44.6'^ 
after  consistent  cash  dividends  since 
196.3.  Strong  financial  position;  no 
funded  debt.  Modern  plants  and  equipment.  New  York  Stock  Ex- 
change symbol— SPA. 
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Syntex 
Corporation 


Develops  and  markets  oral  contracep- 
tives and  anti-inflammatory  drugs,  nu- 
tritional and  animal  health  products 
and  scientific  instruments.  Research 
expenditure  10%  or  more  of  sales.  In 
1971  fiscal  year,  Syntex  earned  $21 
million  on  sales  of  $103  million.  Amex 
listed. 
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Spectral  Dynamics 
Corporation  of 
San  Diego 


"Manufactures  a  broad  line  of  scien- 
tific instruments  and  systems  for 
measurement,  analysis  and  control  ol 
noise,  vibration  and  shock.  Applica- 
tions in  automotive,  aerospace,  heavy 
machinery,  medical,  cheijiical  ;uid 
other  industries.  Sales  throughout  the 
F"ree  World  with  2.5'/it  export.  Fiscal 
year  March  31,  1972  results  .50%  higher  than  fiscal  1971.  Fore- 
cast 30?  increase  for  fiscal  1973.  NASDAQ  symbol  is  SPEC:." 
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The  Tappan 
Company 


Tappan's  Appliance  Croup,  Cabinet 
Group,  and  Environmental  Products 
Croup  operate  ten  manufacturing 
facilities,  including  recent  acquisition 
of  Air  Conditioning  Division  from 
American  Standard.  1971  sales  re- 
stated would  approximate  $200,000,- 
000.  New  York  Stock  Exchange 
symbol  "TAP." 
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Standard 
Shares,  Inc. 


This  independently  managed  non- 
diversified  closed-end  investinent 
company  is  listed  on  the  American 
Stock  Exchange.  A  principal  objec- 
tive is  to  produce  growth  of  capital. 
Return  of  capital  distributions  ( not 
taxable  as  ordinary  income )  have 
been  made  to  stockholders  every  year 
since  1953.  It  is  e-xpected  that  similar 
type  distributions  will  be  made  for  some  years  in  the  future. 
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Texas  Gulf 
Sulphur  Company 

A  leader  in  developing  natural  re- 
sources, Texas  Gulf  is  one  of  the 
world's  major  producers  of  zinc,  silver 
and  other  metals;  sulphur,  pho,sphate, 
potash  and  related  fertilizer  materials. 
Its  diversified  operations  include  oil 
and  gas  in  U.S.  and  Canada,  iron  ore 
in  Australia,  and  exploration  activities 
in  many  parts  of  the  world. 
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Textron 

Find  out  about  Textron's  manage- 
ment technique  in  our  new  Annual 
Report.  In  interviews,  executives  of 
Textron  and  its  30  Divisions  discuss 
the  way  the  Textron  concept  p-'o- 
vides  a  chmate  for  growth  in  the 
70's.  With  managed  decentrahzation. 
A  strong  financial  base.  Emphasis  on 
people  and  their  development. 
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UbUtt 

Corporation 

A  diversified  financial  services  compa 
ny  comprised  of  15  subsidiaries  op 
erating  in  the  fields  of  life  insurance 
savings  and  loan,  consumer  credit,  ti 
tie  insurance,  realty  investment  -am 
mutual  funds.  Its  1971  consolidatec 
after-tax  adjusted  net  income  was  $2( 
million,  a  32%  increase  over  1970.  To 
tal  assets  were  in  excess  of  $1.1  bil 


lion.  New  York  Stock  Exchange  symbol:  "USH." 
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Trans-Coast 

Investment 

Company 

Steady  growth  with  a  sharp  upswing 
in  net  income  is  reflected  in  the  1971 
annual  report  of  this  $146  million 
California  savings  and  loan  holding 
company.  During  1971  assets  in- 
creased 35%;  gross  income  was  up 
26%;  net  income,  up  53.6%;  loans,  up 
40%;  savings  accounts,  46%;  new  loans 


UNION  METAL 

1971 

ANNUAL  REPORT 


up  94%.  NASDAQ  symbol  TCST. 


been    paid    since    1938. 


The  Union  H/Ieta/ 

/Manufacturing 

Company 

Union  Metal,  founded  in  1906,  is  th( 
largest  supplier  of  street  and  outdooi 
lighting  poles.  Other  products  include 
foundation  piling,  power  transmissioi 
and  distribution  poles,  and  electrica 
meter  enclosures  used  in  domestic 
housing  and  commercial  construc- 
tion. Uninterrupted  dividends  hav( 
Record    sales    in    1971    amounted    to 


$45,213,929.  (NASDAQ-Symbol  UMMC). 
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TraveLodge 
International,  Inc. 


Unted  Ims  ha  AnnBl  Repol  ig^ 
#1 


TRAVELODGE        INTERNATION- 
AL, INC.   (NYSE)  is  an  internation- 
al network  of  450  motels  and  motor 
hotels.   Sales   in  Fiscal   1972  were  in 
excess   of    $67    million,    compared    to 
$61  million  in  Fiscal  1971.  TraveLodge 
has   more   than   27,000   rooms    in   43 
states,  Canada  and  Mexico.  An  18-story 
TraveLodge  is  under  construction   at 
Lake  Buena  Vista,  Florida,  host  community  to  Walt  Disney  World. 
This  331-room  resort  will  open  by  fall  1972.  Licensed  TraveLodges 
are  scheduled  to  be  added  in  at  least  12  cities  this  year. 
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United 
Inns,  Inc. 


One  of  world's  largest  Holiday  Inr 
licensees.  Owns,  operates  20  Holida> 
Inns,  Gaines  Furniture  Mfg.  Co.,  \i 
Car  Wash  Centers.  Compound  annua 
growtli  rate  in  EPS  averaging  31.65 
over  last  five  years.  Presently  operat 
ing  4,286  Holiday  Inn  rooms  vvitl 
85.1%  occupancy  in  1971.  818  room: 
under  construction,  838  additiona 
rooms  scheduled  to  start  this  year.  1971  sales  $40,932,077,  ut 
25.4%,  net  earnings  $2,978,178,  up  27.5%,  EPS  86  cents.  Listec 
NYSE,  Ticker  Symbol  UI.  202  Oak  Hall  Bldg.,  Memphis,  Ten 
nessee  38117.  -  __ 
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us.  Leasing 
Real  Estate 
Investors 


use's  primary  investment  objective 
is  the  ownership  of  quality,  high  rise 
office  buildings,  particularly  those  oc- 
cupied by  banks  and  other  financial 
institutions.  Its  policy  is  to  distribute 
as  dividends  most  of  the  cash  flow 
generated  from  such  equity  invest- 
ments.  In   1971,   the  American   Stock 

Exchange-listed   trust's    first   full   year,    cash   flow   approximated 

$2.1  milhon,  $1.53  per  share. 
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United  Jersey 
Banks 


United  Jersey  Banks  is  the  only  oni 
of  the  four  major  bank  holding  com 
panics  in  New  Jersey  to  show  a  gaii 
in  earnings  for  fiscal  1971.  As  of  De 
cember  31,  resources  stood  at  $1.: 
billion,  up  $234.7  million.  Income 
per  share,  before  securities  tran!««c 
tions,  grew  260  to  $3.96  and  net  in 
come      per      share      totalled      $3.59 

up  220.  United  Jersey  Banks  common  shares  are  traded  on  the 

New  York  Stock  Exchange.  Symbol  UJB. 
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ine  upjonn 
Company 


Record  $2.70  per  share  earned  on 
record  world-wide  sales  of  $438.4 
million.  Sales  rose  in  all  major  lines- 
human  health  care,  chemicals,  agricul- 
tural   specialties.    Upjohn    is   a    major 

j  world    producer    of    pharmaceuticals, 

urethanes,  agricultural  chemicals  and 
seeds.  International  sales  up  13<.  Up- 
john's   role   in   disco\ery   of   powerful 

iological  agents,  the  prostaglandins,  illustrates  company's  lead- 

rship  in  health  care  research.   This   NYSE-listed  company  has 

laid  continuous  dividends  since  1910. 
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Wheelabralor-Frye  be. 

1971  Annual  Report 


Wheelabrator- 
Frye  Inc. 


A  multinational  manufacturing  and 
marketing  company  serving  the  en- 
vironment and  communications  mar- 
kets in  the  U.S.  and  throughout  the 
world.  The  company  is  a  leader  in 
air  pollution  control  systems  and  in 
new  ways  for  customers  to  obtain, 
maintain  and  finance  complete  en- 
vironmental protection.  It  is  also  one 
of  the  largest  U.S.  manufacturers  of  graphic  inks  and  reproduc- 
tion papers.  1971  sales  were  a  record  $144,000,000. 
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Virginia 

Commonwea/th 

Bankshares 

\'CB  is  a  $980  million  diversified  reg- 
istered bank  holding  company  cur- 
rently comprised  of  17  commercial 
banks  in  V'irginia  and  subsidiaries  with 
nation-wide  offices  in  factoring,  leas- 
ing and  mortgage  lending.  Activities 
in  the  international  market  include  a 
conunercial-factoring  finn  in  Canada, 
bank  in  Nassau  and  a  chatter  for  a  bank  in  the  Grand  Cay- 
lan  Islands. 
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Wilson 
Brothers 


Wilson  Brothers'  (ASE)  1971  earn- 
ings rose  30%  to  $1,508,000  on  sales  of 
$31,392,000.  Euro  Shirt,  Wilson's 
principal  subsidiary,  extending  its 
position  as  volume  leader  in  the  bet- 
ter shirt  market,  increased  sales  to 
more  than  $27  million.  Other  sub- 
sidiaries are  leaders  in  ceramic  tiles, 
glass  products  and  precision  electro- 
plating. 
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Vulcan  Materials 
Company 


Sales  in  1971  reached  an  all-time 
high  of  almost  $241  million  and  net 
earnings,  excluding  extraordinary 
items,  were  the  highest  in  the  Com- 
pany's history.  Vulcan  is  one  of  the 
nation's  foremost  producers  of  con- 
struction aggregates,  is  a  major  pro- 
ducer of  chlorinated  solvents  and 
other  industrial  and  agricultural 
ttemicals,  and  is  one  of  the  country's  leading  producers  of 
^"ondary  aluminum,  secondary  tin  and  detinned  steel  scrap. 
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World 
Airways,  Inc. 


1971  was  an  excellent  year  for  World 
Airways.  Significant  gains  in  revenue 
and  earnings  were  made,  with  earn- 
ings improving  in  every  quarter  com- 
pared with  the  corresponding  peri- 
ods of  the  previous  year.  Commer- 
cial charters  reached  a  record  high 
and  our  World  Air  Center  contin- 
ued its  growth  in  maintenance  work 
for  other  airhnes  as  well  as  corporate  jet  aircraft. 
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'     Wehr 

**    Corporation 


Wehr  Corporation  again  reports  high- 
er sales  ($33,400,000)  and  earnings 
($1.98/share).  The  annual  report 
displays  sales  charts  and  reviews  op- 
erations for  its  three  groups:  environ- 
mental products,  industrial  equip- 
ment, and  casteel  products.  Nearly 
half  of  the  company  revenues  come 
from     the     growing     Environmental 
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Wyle 
Laboratories 


Report  describes  in  detail  how  the 
company,  despite  showing  a  loss,  was 
strengthened  in  many  ways  during 
the  year,  including  new  products, 
new  markets,  strengthened  manage- 
ment, and  a  substantially  improved 
balance  sheet.  Return  to  profitabil- 
ity is  expected  this  year.  A  special 
supplement  accompanying  the  re- 
port describes  each  of  the  Wyle  companies. 
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HERCULES    INCORPORATED 

Agency:    Fuller  &  Smith  &  Ross  Inc. 

HOLIDAY   INNS,   INC. 

Agency:   Cosmopolitan  Agency 

HOWMET  CORPORATION 

IVACO  INDUSTRIES  LIMITED 

JOY   MANUFACTURING   COMPANY 

KENTUCKY   CENTRAL   LIFE 
INSURANCE   COMPANY 

KULICKE  AND   SOFFA 
INDUSTRIES,    INC. 

LONE   STAR   INDUSTRIES 

Agency:   O.  S.  Tyson  and  Company,  Inc. 

LONG   ISLAND   LIGHTING  COMPANY 

LOWE'S   COMPANIES,    INC. 

Agency:   Sterling  Advertising  Ltd. 

LYNCH  COMMUNICATION 
SYSTEMS    INC. 

Agency:    Booke  &  Co.,  Inc. 

Mcdonough  co. 
masco  corporation 

Agency:   G&D  Communications 
Corporation 

MEDIA   GENERAL,    INC. 

Agency:    Martin  &  Woltz  Inc., 
Advertising 

MEDICAL   SCIENTIFIC   INTERNATIONAL 
CORPORATION 

Agency:   OmniMedia,  Inc. 

MERRILL   LYNCH,   PIERCE,   FENNER 
&  SMITH   INC. 

Agency:   Ogiivy  &  Mather  Inc. 

MOOG   INC. 

Agency:   Rochford  Inc. 

N   V    F  COMPANY 

NATIONWIDE   HOMES,   INCORPORATED 

NEW   PROCESS   COMPANY 

NIAGARA   SHARE   CORPORATION 

Agency:   Doremus  &  Company 

NORTHEAST   UTILITIES 

Agency:    Chirurg  &  Cairns,  Inc. 

NORTHERN   NATURAL  GAS  COMPANY 

PARKWOOD   HOMES,   INC. 

PHILADELPHIA    ELECTRIC   COMPANY 

PLAZA   GROUP   INC. 

Agency:    LS  Advertising 

POLORON   PRODUCTS,   INC. 

Agency:   Harold  Marshall  Advertising 
Company,  Inc. 


POPE  &  TALBOT.   INC. 

Agency:   Booke  &  Co.,  Inc. 

PUERTO   RICAN   CEMENT 
COMPANY,    INC. 

Agency:    Doremus  &  Company 

PULLMAN   INCORPORATED 

Agency:   French  &  Preston,  Inc. 

QUORUM   INDUSTRIES,   INC. 

Agency:   Hokar  Corporation 
Advertising 

RANGAIRE  CORPORATION 

Agency:   Thomas  J.  Tierney 
&  Associates,  Inc. 

RICHMOND   CORPORATION 

Agency:   Brand  and  Edmonds 
Associates 

ROYAL   INNS   OF  AMERICA,   INC. 

Agency:    Regency,  Inc. 

SAV-A-STOP   INCORPORATED 

Agency:   Advertising  Associates  of 
Jacksonville,  Inc. 

THE   SOUTHLAND   CORPORATION 

Agency:   The  Stanford  Agency 

SPARTON   CORPORATION 

Agency:    Drury,  Lacy  Incorporated 

SPECTRAL  DYNAMICS   CORPORATION 
OF  SAN    DIEGO 

STANDARD   SHARES,    INC. 

SUPER  VALU   STORES,   INC. 

SYNTEX  CORPORATION 

THE  TAPPAN  COMPANY 

Agency:    Howard  Swink  Advertising  Inc. 

TEXAS   GULF   SULPHUR   COMPANY 

Agency:   Ries  Cappiello  Colwell,  Inc. 

TEXTRON    INC. 

Agency:   J.   Walter  Thompson   Company 

TRANS-COAST   INVESTMENT   COMPANY 

Agency:    Penney  &  Bennett,  Inc. 

TRAVELODGE    INTERNATIONAL,   INC. 

U.S.    LEASING    REAL   ESTATE 
INVESTORS 

Agency:   Booke  &  Co.,  Inc. 

USLIFE  CORPORATION 

Agency:  The  Advertising  Workshop,  InO; 

THE   UNION    METAL 
MANUFACTURING   COMPANY 

UNITED   INNS,    INC. 

Agency:   Harding  &  Robinson 
Advertising  Agency 

UNITED  JERSEY   BANKS 

Agency:    Doremus  &  Company 

THE   UPJOHN   COMPANY 

VIRGINIA  COMMONWEALTH 
BANKSHARES 

Agency:    Martin  &  Woltz  Inc., 
Advertising 

VULCAN    MATERIALS  COMPANY 

WEHR   CORPORATION 

WHEELABRATOR-FRYE   INC. 

Agency:   CalderheadJackson  Inc. 

WILSON  BROTHERS 

WORLD   AIRWAYS,    INC. 

Agency:   Richardson  Seigle  Rolfs  & 

McCoy,  Inc. 

WYLE   LABORATORIES 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


Parenthood  is  a  sacred  obligation 
that  bears  compound  interest  through 
the   years.  —Arnold    Glasow 


In  many  lines  of  work,  it  isn't  how 
much  you  do  that  counts,  but  how 
much  you  do  well  and  how  often  you 
decide  right.  —William  Feather 


It  is  a  poor  and  disgraceful  thing 
not  to  be  able  to  reply,  with  some 
degree  of  certainty,  to  the  simple 
questions.  What  will  you  be?  What 
will    you    do?  —John    Foster 


Ambition,  confidence,  enthusiasm 
and  success  are  produced  by  courage, 
faith,  pride  and  hard  work. 

—Harry  F.  Banks 


The  significance  of  man  is  not  what 
he  attains,  but  rather  in  what  he  longs 
to  attain.  — Kahlil  Gibran 


A  man  who  is  willing  to  accept  re- 
striction and  barriers  and  is  not  afraid 
of  them  is  free.  A  man  who  does  noth- 
ing but  fight  restiictions  and  barriers 
will  usually  be  trapped. 

— L.  Ron  Hubbard 


More  errors  arise  from  inhibited 
indecision  than  from  impulsive  be- 
havior. -Morris    Ernst 


Whatever  you  are  by  nature,  keep 
lo  it;  never  desert  your  own  line  of 
talent.  Be  what  nature  intended  you 
for,  and  yovi  will  succeed;  be  anything 
else  and  you  will  be  ten  thousand 
times  worse  than  nothing. 

—Sydney  Smith 


He  who  knows  .should  rule,  and  he 
who  does  not  know  should  obey. 

—Italian  Proverb 


If  the  egotist  is  weak,  his  egotism 
is  worthless.  If  the  egotist  is  strong, 
acute,  full  of  distinctive  character,  his 
egotism  is  precious,  and  remains  a 
possession  of  the  race. 

—Alexander  Smith 


Take  away  the  self-conceited,  and 
there  will  be  elbowroom  in  the  world. 
—Benjamin  Whichcote 


B.C.  FORBES 

"/  don't  feel  myself  that  I 
know  it  all,  but  I  have  enough 
conceit  to  be  successful."  That 
observation  was  made  by  a 
businessman  in  his  thirties  mak- 
ing notable  headtoay,  although 
his  path  bristled  with  difficul- 
ties. Business  places  no  premi- 
ums on  shrinking  violets.  Em- 
ployers prefer  men  who  have 
self-assurance,  forcefulness,  go- 
aheadness,  men  ivho  know  their 
job  and  know  that  they  know  it. 


Conceit   causes   more   conversation 
than  wit.  —La  Rochefoucauld 


When  you  know  a  thing,  to  hold 
that  you  know  it,  and  when  you  do 
not  know  it,  to  admit  that  you  do 
not— this  is  true  knowledge. 

—Confucius 


Success  makes  a  fool  seem  wise. 

-H.  G.  Bohn 


Somesmothers  need  happy  children; 
others  need  unhappy  ones— otherwise 
they  cannot  prove  their  maternal  vir- 
tues. — Friedrich  Nietzsche 


There  are  three  kinds  of  brains: 
One  understands  of  itself,  another  can 
be  a  taught  to  understand,  and  the 
third  can  neither  understand  of  itself 
or  be  taught  to  understand. 

— NiccoLO  Machiavelli 


If  it  be  light  to  me,  it  is  right. 

—Max  Stirner 


Confidence     is     a     plant    of    slow 
growth  in  an  aged  bosom. 

—William  Pitt 


The  opinion  of  the  strongest  is  al- 
ways the  best.         -de  la  Fontaine 


An  executive  is  one  who  makes  an 
immediate  decision  and  is  sometimes 
right.  —Elbert  Hubbard 


A  man  should  never  be  ashamed  to 

own  he  has  been  in  the  wrong,  which 

is  but  saying  in  other  words  that  he 

is  wiser  today  than  he  was  yesterday. 

—Alexander  Pope 


There  is  always  a  right  and  a 
wrong  way,  and  the  wrong  way  al- 
ways seems  the  more  reasonable. 

—George  Moore 


A  Text . . . 


Sent  in  by  Paul  G.  Richter.  Con- 
cord, N.H.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  is 
presented  to  senders  of  texts  used. 


Take  you  ivise  men,  and  understand- 
ing,  and  knotvn  among   your  tribes, 
and  I  will  make  them  rulers  over  you. 
—Deuteronomy  1:13 
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The  Hidden  Inflater. 

It  comes  when  you're  trying  to  attract  good 
employees.  Or  keep  them. 

Because  fat  fringe  benefit  packages  can  cost 
you  plenty. 


Ei^lode  it. 

CNA  offers  a  lot  of  fringe  benefits  that 
can  be  payroll  deductible. 

Your  employees  are  satisfied.  They're 
paying  less  than  they  would  on  their  own. 

And  you're  not  inviting  the  Hidden  Inflator. 

He's  just  one  way  your  insurance  can  lag 
behind  your  business. 

And  just  one  of  the  Insurance  Lags  we  can 
help  you  beat. 

Contact  your  CNA  agent.  Or  write  us. 


OX^  /insurance 

^fetx  vvay  fo  beat  tlie  Lags 
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Prepared  by 

Public  Affairs  Department 

National  Association  of  Manufacturers 

Washington,  D.C. 


Here  are  the  potential  new  young  voters 
in  your  State  this  year 

They  are  being  told  right  now  that  American  business  is  greedy,  racist,  callous. 
How  do  they  know  it's  not  true,  unless  you  tell  them  —  and  what  are  you 
telling  them?  These  young  people  are  your  future  customers,  stockholders, 
legislators  —  and  among  them  are  your  future  officers.  Hadn't  they  better 

get  the  facts,  and  now? 

«  *     *     * 

Is  your  Company's  cafeteria  big  enough  for  the  Senior  Class  of  your 
nearest  high  school  or  college?  (With  you  at  the  host  table  of  course.) 


Newly  introduced  Warner  &  Swasey  8425A  hydraulic 
truck  crane,  25-ton  capacity,  offers  improved  capabil- 
ity for  wide  range  of  precision  lifting  jobs. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


PRODUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 


Only  one  communications  company 

keeps  85,000  installation  and 
maintenance  vehicles  on  the  road. 


That  company  includes,  of 
course,  your  local  Bell  Company. 

With  230,000  men  and  women 
assigned  to  installation  and  mainte- 
nance. 

With  more  than  85,000  vehi- 
cles serving  as  depots  on  wheels, 
ready  to  get  your  communications 
equipment  in  and  back  to  work  fast. 

With  1800  Bell  System  Repair 
Service  Centers  all  across  the  country 
you  can  call  day  or  night. 
All  of  this  says  big,  fast,  and  reliable.  It  also  says  small,  fast, 
and  reliable. 

Because  we  operate  all  across  the  country.  In  cities.  Towns. 
Neighborhoods. 

Your  call  for  help  is  never  Long  Distance.  With  us,  it's  always 
a  local  call. 

When  it  comes  to  service,  Bell  System  maintenance  is  one  of 
the  best  bargains  in  your  telephone  bill. 
AT&T  and  your  local  Bell  Company. 
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Texas   Instruments  142 

Toyo  Engineering        256 


Trans  World  Airways  260 

Transamerica  1 14 

Travelers      1 14 

Tropicana  ....  133 

Ultramar         278 

Unilever.    Ltd    64 

Unionaincrica      142 

Union  Carbide  114,  261 

Union    Oil     114.  277 

Uniroyal        114 

U.   S.   Steel   78.   116.  267 

Virginia    International   279 

Volkswagen  of  America  18 

Wellington  Group         67 

Wellington    Management     67 

Wells   Fargo  142 

Western  Bancorporation   142 

Westinqhouse    Electric     64.   116 

Weyerhaeuser  92.   116.   133 

White  Cross   Stores     68 

F.    W.    Woolworth     116 

Xerox  116.  278 

Zhiguli    (USSR)       49 
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Now  what  starts  fires,  stops  them. 

Phosphorus  used  to  seem  like  magic,  back 
in  Chemistry  I.  Expose  it  to  air  and  it  catches 
on  fire,  remember? 

Now  we've  made  phosphorus  seem  like 
magic  again.  We've  turned  it  into  a  fire-retardant. 

It's  a  Monsanto  product  called  Phos-Chekf 
that's  used  in  fighting  brush  and  forest  fires. 
Dropped  fe'om  a  plane  or  copter,  it  produces  a 
barrier  that  puts  out  the  fire,  then  does  a  couple 
of  nearly  unbefievable  things. 

It  helps  keep  the  area  safe  from  further  fire. 

It  fertilizes  the  ground  for  new  seedlings. 

Phos-Chek®  fire-retardant  is  just  one  of  the 
many  kinds  of  products  coming  from  the  new 
Monsanto  Company.  In  areas  as  diverse  as 
swine  genetics  and  electronics,  fashion  fibers  and  steel, 
environmental  engineering  and  plastic  packaging. 
Ideas  just  seem  to  catch  fire  at  Mnn^rintn* 

the  science 
company. 


FOR  MORE  INFORMATION 
ON  OUR  FIRE  RETARDANT  PRODUCTS 
WRITE  MPS  MONSANTO  COMPANY, 

800N,  LINDBERGH  BLVD., 
ST  LOUIS,  MO.  63166 
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.  for 
pleasureprofit! 


In  Oklahoma  you  make  money 
and  live  to  enjoy  it. 


In  Oklahoma,  there's  Quail,  Dove,  Deer,  Duck  and  Geese 
to  hunt:  1700  lakes  full  of  bass  and  cat  to  fish,  ski  and, 
sail  on;  championship  golf  courses  to  play;  pine-strewn 
parks  with  lodges  and  campsites  to  escape  to;  great 
centers  of  drama,  art  and  music  to  enjoy;  and  a  moderate 
temperature  that  lets  you  do  it  all  year-round.  So,  why 
not  locate  where  you  can  make  a  profit  and  really  live- 
Oklahoma.  For  further  details,  write,  wire,  or  call:  Arthur 
Lindberg,  Director,  Industrial  Division,  500  Will  Rogers 
Memorial  Building, Suite 
303,  Oklahoma  City, 
Oklahoma  73105, 
405-521-2401. 

ALL   INQUIRIES  ARE  KEPT  CONFIDENTIAL 


OKIAHOMA! 


OSHA 
can  make  your  head  hurt. 

>fAUSAU 

can  hring  relief. 


TheWiausau  Story. 

If  you  run  a  business,  coping 
with  the  new  Occupational  Safety 
and  Health  Act  is  a  formidable, 
even  frightening  task. 

You  have  only  to  review 
the  Act  and  its  requirements, 
standards,  guidelines  and 
record-keeping  procedures  to  know 
that  you're  in  for  a  mind-boggling 
experience. 

The  language,  itself,  can  be 
distressing.  Here's  just  one 
paragraph  from  just  one  bulletin  — 
an  excerpt  from  Guidelines 
to  the  Department  of  Labor's 
Occupational  Noise  Standards 


(Bulletin  334),  Revised  1971. 

"1 )  Test  Facilities  and  Procedures 
—The  test  booth  or  room  shall 
meet  criteria  of  ANSI  standard 
S3. 1-1960  (or  latest).  Standard  for 
Background  Noise  in  Audiometric 
Rooms  for  testing  to  a  minimum 
level  of  10  dB  on  the  ISO  1964 
audiometric  scale.' 

Even  the  best  brains  in  the 
business  world  needn't  be  ashamed 
to  call  for  help  when  confronted 
with  something  like  that. 

Now  some  good  news. 

If  Employers  Insurance  of 
Wausau  is  handling  your  workmen's 


compensation,  you're  already  getting 
help.  Chances  are,  you're  well  on 
your  way  to  complying  with  OSHA 
requirements  for  your  industry 
by  carrying  out  our  safety 
recommendations. 

It's  not  likely  you've  got  anyone 
on  your  staff  with  the  technical 
experience  to  stay  on  top  of  the 
OSHA  situation. 

But  we've  got  people  like 
that.  And  if  you're  one  of  our 
policyholders,  that  makes  you  one 
of  our  partners.  So  what  we  know 
about  OSHA,  you  know. 

That's  what  partners  are  for. 


r 


J 


come  to 
the 


sotirce 


Employers  Insurance  of  Wausau 


Wausau,  Wisconsin 


Amfac  is  slicing  a  potato 
19  different  ways... 


Burger  fries  and  tater  puffs.  Shoe- 
strings and  concertinas.  Just  four 
of  the  19  ways  Lamb-Weston  slices 
beautifully  homely  spuds. ..for 
good  taste  and  profit. 

Lamb-Weston,  third  largest  pro- 
ducer of  frozen  french  fries, 
merged  with  Amfac  last  year.  It 
brought  strong  management  and 
expert  marketing.  A  research  staff 
that  in  1971  produced  two  new  suc- 
cesses—frozen  onion  rings  and 
fruit  turnovers. 

Producing  potatoes  builds  on 
Amfac's  historic  involvement  with 


Harvey  experts  who've  catered  to 
hungry  Americans  for  years. 

Knowing  what  people  need,  what 
best  suits  their  ever-changing  life 
styles,  has  helped  Amfac  expand 
into  a  profitable  mix  of  enterprises. 
From  sugar  into  fashions  in  Hawaii 
and  electrical  supplies  in  the 
American  West.  Thrift  accounts  in 
California  and  resorts  on  Maui. 
Into  mainland  operations  that  pro- 
duce 70  percent  of  Amfac  revenues. 

Last  year  was  tough.  We  faced  a 
longshoremen's  strike  and  inflation 
controls.  Even  so,  we  increased 


percent.  The  Food  and  Financial 
groups  participated.  So  did  Retail, 
Hospitality,  Property  and  Distribu- 
tion. Food's  contribution  is  ex- 
pected to  increase  as  Lamb- 
Weston  concentrates  on  the 
rapidly  growing  fast  food  market. 

In  all  we  do,  we  reflect  our  island 
heritage.  Our  built-in  concern 
about  the  environment.  About  cus- 
tomers, because  they're  also 
neighbors.  Ours  is  a  way  of  doing 
business  that  works. 

For  a  copy  of  our  latest  report, 
write  to  Amfac,  Inc.,  Dept.  C,  P.O. 


food.  Builds  too  on  our  Fred    revenues  to  $577,996,000,  up  25    Box  3230,  Honolulu,  Hawaii  96801. 

and  many  other  happy  things 


A  family  of  enterprises  enhancing  people  and  places. 


nyone  else  in  t 


cars 
world. 
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)d  thing,  too. 

raiise  \\  c  rent  more  GM  c;irs  than 
one  else  in  the  world. 
^s  a  matter  of  fact,  on  any  given  clay 
can  put  upwards  of  fifty  thousand 
)ple  on  the  road. 
Njid  that  fact,  we  must  confess, 
ggers  us  a  bit. 

ATiy,  it  seems  like  just  yesterday  we 
re  just  a  small  car  rental  company, 
id  here  we  are  bucking  heads  with  the 
bo\  s  in  New  York,  Boston,  Chicago, 
1  Francisco,  L.  A.  And  just  about 


every  other  city  you  can  name. 

Not  to  mention  all  those  cities  you 
probably  can't  name. 

Today,  there  are  actually  some  2,400 
National  counters  where  we  can  put  you 
behind  the  wheel  of  a  72  Chevy  (or 
some  other  fine  car). 

But  as  grown  up  as  we've  become,  we 
haven't  outgrown  our  quaint  way  of 
thanking  you  for  your  business.  We  thank 


iCtSUS  ^Si^'UffSJIR  S^S^'JCKSuS' 


Take  advantage  of  us. 


you  with  good  old  S&H  Green  Stamps? 

Another  perhaps  (juiiint  attitude  we 
haven't  outgrown.  We  think  reservations 
are  sacred. 

When  you  call  to  tell  us  when  and 
where  you  want  a  car,  that's  it.  We  don't 
intend  to  let  anyone  else  rent  the  car  we 
promise  to  save  for  you. 

We're  determined  to  treat  you  like  you 
were  still  our  only  customer  in  the  world. 

To  reserve  a  car  in  the  U.S.  and 
elsewhere  in  the  world  call  800-3284567 
toll  free.t 


Jnal  Car  Rental  Syslem  (in  Canada  its  Tilden  Rent  A-Car ).  'Valid  on  US.  renlals  only  except  where  prohibited  by  law.tln  Minnesota  call  612-944-1234  collect.      ©  National  Car  Rental  System,  Inc.  1972 


VERY  FEW  MUin-BANK 

HOLDING  GOMRMIIES 

HAVE  GROWN  LIKE  THIS 
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EVEN  FEWER 


HAVEGRO 


In  the  past  four  years, 
Financial  General's  earnings 
have  risen  76%. 

A  fact  which  will  probably 
surprise  two  large  groups  of 
people:  Those  who  aren't  famil- 
iar with  bank  holding  companies. 

And  those  who  aren't  fa- 
miliar with  Financial  General. 
(We  admit  it's  not  exactly  a 
household  word.) 

So  we'll  identify  ourselves. 

We're  the  1 1th  ranking 
registered  multi-bank  holding 
company  in  the  country,  out  of  approxi- 
mately 135  such  organizations. 

We  have  controlling  interests  in  20 
commercial  banks,  minority  interests  in 
six  others,  and  majority  equity  posi- 
tions in  two  good-sized  mortgage  banking 
firms. 

Resources  of  these  member  institu- 
tions total  over  $2.4  billion. 

We're  one  of  a  rare  breed  of  inter- 
state bank  holding  companies.  An  advan- 
tage in  the  sense  that  the  parent  company 
is  not  necessarily  dependent  upon  the 
economic  stability  of  any  one  state. 

This  uncommon  geographic  picture, 


THIS. 


THE  BANKS. 
CORPORATE-HEAVY  THEY'RE  NOT. 


Earnings  per  share  (net  income)  of  Common  and  Class  A  Common 


combined  with  some  interesting  points 
about  the  banks  themselves  and  the 
way  we  manage  them,  will  help  explain 
why  our  47-year  history  has  been  one 

of  growth. 

GREEN  GROWS  THE 
BALTIMORE-WASHINGTON-RICHMOND  CORRIDOR. 

Financial  General  is  the  only  banking 
organization  permitted  to  operate  through- 
out Maryland,  Virginia  and  D.C.  This 
area  of  rapid  economic  growth,  where 
the  largest  employer  is  the  U.S.  govern- 
ment, is  home  for  15  of  our  member 
banks.  It's  also  where  we  are  putting  ma- 
jor emphasis  on  acquisitions  and  the  pos- 
sibilities of  mergers. 


Financial  General's  com- 
munity of  banks  is  composed 
primarily  of  "retail"  banks,  which 
emphasize  service  to  individuals 
and  business  organizations. 

This  dependence  upon  con- 
sumer, rather  than  corporate 
customers,  is  carried  further  by 
FGB's "hands off"  management, 
so  our  banks  may  be  more  re- 
sponsive to  the  needs  of  their 
local  communities. 
Also,  it  saves  us  the  cost  of  carrying 
a  large  headquarters  staff. 

What  we  do  provide  our  affiliates: 
Data  processing,  internal  auditing,  invest- 
ment and  tax  consultation,  capital  (when 
needed),  leadership  development  programs 
and  a  staff  of  management  examiners,  in- 
cluding one  or  more  FGB  representatives 
on  the  Board  of  each  member  bank. 

For  further  information,  including  a 
copy  of  our  1971  Annual  Report,  use  the 
coupon  or  write,  Paul  P.  Collis,  Treasurer, 
Financial  General  Bankshares,  Inc., 
1701  Pennsylvania  Avenue,  N.W., 
Washington,  D.C.  20006 


Mr,  Paul  P.  Collis,  Treasurer  Fl 

Financial  General  Bankshares.  inc. 

1701  Pennsylvania  Avenue.  N.W..  Washington,  D.C.  20006 

Please  send  me  literature  on  Financial  General  Bankshares,  Inc. 


name 


address 

city,  stale 


1  FINANCIAL  GENERAL 
BANKSHARES  ^  INC. 

All  we've  done  is  grow^ 
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Can  Statistics  Sing? 

The  answer  to  the  question  above  is,  alas,  no.  You  can't  make  mu- 
sic with  numbers.  However,  we  at  Forbes  are  convinced  you  can 
make  sense  out  of  numbers.  That's  our  business.  We've  been  doing 
so  for  decades:  Our  Annual  Report  on  American  Industry;  our  Mutual 
Fund  Survey;  the  statistical  features  that  appear  in  almost  every  issue; 
and,  most  recently,  our  Directory  Issue. 

Anyone  can  compile  lists  of  numbers,  and  lots  of  people  do.  You 
know,  the  biggest  and  the  smallest,  the  fastest  and  the  slowest,  up 
the  most,  down  the  most.  What  we  try  to  do,  however,  is  to  use  the 
statistics  in  an  interpretive,  creative  way:  our  consistency  ratings  of 
mutual  funds,  for  example;  our  profitability  rankings  in  the  Jan. 
One;  or  the  way  we  measure  the  diflerent  dimensions  of  American 
industry  in  our  Directory  Issue. 

In  this  issue  we  measure  not  just  one,  but  four  dimen.sions  of 
the  500  largest  companies.  The 
Forbes  500s  list  the  biggest  com- 
panies by  revenues,  by  net  profits, 
by  total  assets  and  by  total  stock 
market  value.  The  differences  in 
the  rankings  are  interesting.  Near 
the  top  of  the  Revenues  500  is  a 
clutch  of  retailers-A&P,  Sears,  Pen- 
ney. But  their  profits  art;  relatively 

smaller.  At  the  top  of  tlie  profits  list  is  a  concentration  of  consumer 
goods  companies:  Eastman  Kodak,  Procter  &  Gamble,  R.J.  Reynolds. 
Atop  the  market  value  list  still  another  .set  of  companies:  Avon  Prod- 
ucts, Johnson  &  Johnson,  Xerox.  "Which  is  the  biggest?"  the  simpli- 
fier  will  ask.  Our  reply  is:  By  what  measure? 

Another  improvement  we've  made  is  to  inchide  all  companies  in 
the  Forbes  500s.  Fortune,  for  example,  ranks  only  industrial  com- 
panies, then  publishes  separate  shorter  listings  of  the  largest  banks, 
insurance  companies,  transportation  companies,  retailers  and  utilities. 
We  decided  it  makes  sense  to  lump  all  companies  together  regardless 
of  industry,  since  nearly  eveiy  company  is  highly  diverse  anyhow. 

You'll  find  two  other  u-seful  statistical  comparisons  in  the  issue.  The 
Company  Roster  (p.  164)  lists  alphabetically  key  financial  figures  for 
all  companies  on  the  four  Forbes  500  lists;  assets,  revenues,  market 
value,  net  profits,  cash  flow,  per-share  earnings,  current  stock  price, 
common  dividend.  The  Company  Roster  also  includes  the  name  of 
each  company's  chief  executive,  his  salary  and  the  total  remuneration 
of  all  officers  and  directors.  The  list  also  summarizes  the  numerical 
ranking  of  each  company  on  the  Forbes  500  lists. 

The  other  statistical  feature,  new  last  year,  is  our  chief  executive 
officer  salary  rankings  ("Who  Gets  the  Most  Pay,"  p.  205).  Besides 
each  CEO's  salary  and  total  remuneration,  you  will  also  find  his  age, 
years  with  the  company,  years  as  CEO,  coiporate  background  (sales, 
finance,  etc.)  and  the  value  of  the  company's  shares  he  owns  or  con- 
trols. After  all,  we  reasoned,  isn't  the  CEO  a  dimension  of  management? 

This  year  we  are  adding  a  set  of  short  analytical  profiles  on  the  100 
Most  Important  Companies— companies  that  are  pacesetters  in  rev- 
enues, assets  and  net  profits.  The  whole  idea  is  to  give  you  a  Direc- 
tory Issue  that  is  useful  in  as  many  ways  as  possible— a  Directory 
Issue  that  is  really  a  directory,  not  just  a  list  of  big  companies. 

No,  statistics  don't  sing.  But  they  can  tell  quite  a  story.   ■ 
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When  The  Going  Gets  Tough 

The  MU-2J  Measures  Up 


The  MU-2J  is  a  "no  excuses"  air- 
craft you  can  depend  upon  to  go  any- 
where in  all  kinds  of  weather.  It's 
rugged  and  reliable  even  for  small  out- 
of-the-way  airports  where  the  airlines 
and  business  jets  can't  go.  It's  a  mod- 
ern design  that  utilizes  jet-age  features 
which  older,  converted  piston  aircraft 
just  do  not  have. 

Weather  presents  no  problem  for 
the  MU-2J.  It  is  licensed  to  fly  into 
known  icing  conditions,  a  capability 
until  recently  available  only  in  higher 
priced  business  jets  and  military  air- 
craft. Business  jets  require  two  pilots 
while  the  MU-2  is  licensed  for  one- 


pilot  operation  which  can  mean  sub- 
stantial savings  in  operating  cost. 

Reversible  props  add  an  extra 
margin  of  safety  by  providing  the  pilot 
positive  braking  action  even  on  slick 
or  icy  runways.  Because  of  the  MU-2's 
high  wing  configuration,  the  MU-2 
props  have  more  ground  clearance  for 
added  safety  and  prop  protection  when 
landing  on  rough  dirt  or  sod  strips. 

Passenger  Protection.  A  twin- 
beam  keel  from  the  nose  gear  to  the 
aft  cabin,  together  with  super  strength 
circular  bulkheads  for  the  cabin,  offer 
added  protection  for  pilots  and  pas- 
sengers. 


Flying  the  MU-2  breeds  confi' 
dence,  whether  you're  the  pilot  ir 
command  or  a  passenger  comfortable 
in  the  cabin  section.  When  the  goinc 
gets  tough,  you  have  a  right  to  expec 
the  extra  margin  of  safety  and  per- 
formance designed  into  the  MU-2  Nc 
other  prop-jet  in  its  class  quite  mea- 
sures up  to  the  MU-2 

For  more  information  or  proof  o 
performance  demonstration,  write  to 
Marketing  Department,  P.  O.  Box  3848 
San  Angelo,  Texas  76901,  or  call 
915-944-1511. 


MITSUBISHI      MU-2 

MITSUBISHI  AIRCRAFT  INTERNATIONAL       PO  Box  3848  San  Angelo   Texas  76901 


Some  credit  card 
companies  taice  months 
to  admit  the/  goofed. 

W^ll  tell  you  in  days. 


If  our  computer  goofs,  we  know  you'll  tell  us. 
And  when  you  do,  you'll  find  out  that  at  Carte 
Blanche,  the  credit  card  husiness  is  a  brand  new 
card  game. 

Like  everybody  else,  we  use  computers.  But 
because  we  care  about  you,  we  put  something 
between  you  and  the  electronic  nightmare:  people. 

And  that  lets  us  get  back  to  you  with  a  human 
reply.  In  days. 

That's  weeks,  maybe  months  faster  than  the 
service  you  might  get  out  of  some  charge  card 
companies,  free  or  fee. 

Carte  Blanche  has  done  a  lot  of  other  things 
for  you  lately.  Personal  kinds  of  things.  Like  our 
new  loan  service-  that  lets  you  borrow  from  $1500 
to  $5000  by  mail.  It's  quick,  easy,  and  confidential. 

Not  available  where  pri));ram  is  restricted  or  prohibited  by 
law.  California  residents  serviced  by  AVCO  Thrift. 


Just  send  the  coupon.  We'll  send  you  the 
application  for  the  Carte  Blanche  card. 

Carte  Blanche.  Services  that  matter,  from 
people  who  care. 

r ^^> 
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r^UB'jIDIARy  OF  AVCO  CORPORATION 

Mail  to:  Carte  Blanche,  Dcpt.  FB-.SIS 
P.O.  Box  54116,  Los  Angeles,  California  9(X)Sl 


Xanx 


Addres 


Ciiv 


State 


Zip 


It's  a  brand  new  card  game. 


Why  does  Kentucky's 
industrial  growtli  outrank 
Uncle  Sam's? 

Productivity!!! 


Productivity  because  of 


a  balanced  tax  program 

a  central  location 

available  productive  labor 

abundant  water  and  energy  resources 

great  livability 


Find  out  now  how  easily  your  plant  can  grow  industrially  in  Kentucky. 

Write  Damon  Harrison.  Department  of  Commerce,    FBS-572 
Frankfort.  Kentucky  40601.  Or  te/epfione   East  of  tfte  Rockies 
use  our  WATS  Line  (800)  626-2930.    West  of  the  Rockies 
call  collect  (502)  564-4270. 


BUILD  YOUR  FUTURE  IN  KENTUCKY 


Wendell  H.  Ford 
Governor 


If  you're  doing  business  in  tlie  Virginias,  tlie  Carolinas,  Georgia, 
IVIabama  or  Florida,  you  should  be  doing  business  in  the  Virginias, 
the  Carolinas,  Georgia,  Alabama  or  Florida. 


Starting  here. 

In  Charlotte.  North  Carolina,  with  people  who  know 
ranking  in  the  Southeast.  Who  know  business  in  the 
southeast.  VN'ho  know  values  in  the  Southeast. 

And  we're  a  Federal  Reserve  kK^ation  and  Charlotte 
s  a  financial  center. 

We  can  move  fast  because  we  dont  ha\e  to  call 
lere  for  information.  We  are  here. 

We  can  move  fast  because  we"re  not  buried  in  a  sea 
jf  people  and  a  flood  of  paper. 

We  can  move  fast  because  were  pledged  t(^  personal 
jer\ice.  Immediate  personal  service. 


And  when  we  move  fast  you  save  money.  And  you 
make  money. 

We'll  help  you  find  idle  funds  and  put  them  to  work. 
We'll  help  with  your  financial  planning,  your  cash 
management. 

We'll  loan  it  to  you.  invest  it  for  you,  pay  your 
employees  and  accelerate  your  receivables. 

Right. 

Right  away. 

Try  us.  See  how  we  can  change  your  world  of 
Corporate  banking. 

First  Union  National  BankG 
We're  out  to  change  your  world. 


Other  First  Union  National  Bancorp  Subsidiaries   Cameron-Brown  Company,  H  A   Caesar  and  Company,  Inc  .  Caesar  Financial  Corporation 


txttoOtg 

^"-yuf  /      '■■""■-■-.re  ... 


. 


■36: 

Thisweek'is 
perfect  martini 
secret. 

Always  keep  the  gin 

in  the  refrigerator. 

The  perfect  martini  gin,  of  course. 

Seagram's. 

The  perfect  martini  gin. 


SEAGR»M  DISTILLERS  COMPANY,  NEW  YORK  CITY. 

90  PROOF.  DISTILLED  DRY  GIN.  DISIILLED  FROM  AMERICAN  GRAIN 
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Trends 

&  Tangents 


V. 


FOREIGN 


A//  Wired  Up 

With  the  Japanese  automakers 
breathing  down  its  neck,  Xo.  One 
importer  \'olks\vagen  of  America  is 
pressing  its  new  advertising  cam- 
paign on  the  computerized  check- 
up system  incorporated  in  1972 
VWs  to  diagnose  the  Bug's  ills.  The 
new  device  automatically  relays 
data  on  25  items,  from  compression 
ratio  to  batter\'  water  level,  to  a 
socket  in  the  engine  compartment 
that  can  be  connected  with  a  com- 
puter in  the  dealer's  repair  shop. 
What  the  ads  don't  sav  is  that  onh' 
300  of  VW's  1,200  U.S.  dealers  are 
expected  to  have  the  necessary 
computer  installed  by  year's  end, 
and  complete  coverage  of  the  U.S. 
dealer  corps  is  expected  to  take  un- 
til almost  mid-197.3. 

Partial  Clearir^g 

The  Australian  economy  seems 
t(j  be  recovering  from  the  general 
bust  that  followed  the  collapse  of 
the  late  Sixties'  mining  boom,  but 
the  recovery  is  certainly  not  being 
speeded  by  the  uncertain  political 
situation.  The  Liberal  party,  led  b\ 
Prime  Minister  William  McMahon, 
is  reeling  under  popular  discon- 
tent with  the  continuing  inflation, 
yet  there  seems  to  be  no  figure  in 
the  opposition  Labor  party— out  of 
power  for  20  years— popular  enough 
to  take  his  place. 

Canadian  Imports 

For  the  first  time  last  \ear,  more 
immigrants  into  Canada  came  from 
the  U.S.  (24,000)  than  from  an> 
other  nation.  What  worries  Ca- 
nadian officials,  however,  is  the 
drop  in  the  total  number  of  new 
arrivals— only  121,000  last  year,  va. 
222,000  five  years  ago.  The  decline 
is  presumably  caused  by  Canada's 
economic  troubles  and  a  relati\e 
job  boom  in  Euiope,  which  in  the 
past  had  provided  SS'A  of  Cana- 
da's new  citizens. 

Computers  of  the  World,  Unite 

C^apitalism's  firm  belief  in  com- 
puterization has  filtered  through 
the  Iron  Curtain.  Novosti,  the  offi- 
cial Soviet  news  agency,  says  the 
USSR  plans  to  put  into  operation 
ni()r<'  than  2,000  computer  centers 


within  the  next  four  years,  increas- 
ing the  Soviet  computer  capacity 
in  excess  of  five  times.  This  is  ex- 
pected to  save  the  Russian  economy  , 
2  billion  rubles  during  the  period. 
Since  the  Russians  have  akeady 
mastered  the  computer  arts  in 
science  and  in  their  space  program, 
the  new  crash  program  is  expected 
to  center  on  computers  for  indus- 
try—control systems  on  inventories, 
labor  force,  housing  needs  and  con- 
sumer goods.  What  the  program 
will  mean  to  U.S.  computer  manu- 
facturers remains  to  be  seen.  But 
the  Soviet  ministry  that  regulates 
the  chemical  industry  has  already 
ordered  an  IBM  360  system. 

Sake  to  Them 

Japan's  sake  brewers  are  enjoy- 
ing record  sales  in  the  U.S.— an  an- 
ticipated 37.5,000  cases  in  1972,  up 
50/1  from  last  year;  and  the  big 
drinkers  are  not  Japanese-Ameri- 
cans but  middle-class  whites,  espe- 
cially college  students.  In  Japan,  in 
fact,  sake  is  now  outsold  by  beer 
and  is  even  threatened  with  being 
overtaken  by  whiskey.  That  ma\ 
be  one  reason  for  the  big  sales  push 
in  this  countr\'— which  even  in- 
cludes a  brand  aimed  at  the  U.S. 
\outh  market:  "Sakitumi." 

{Continued  on  page  21 ) 
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CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year. 

Subscription  Service  Manager. 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


I      

I       Name 


(please  print) 


New  Address: 


I       City 


State 


Zip 


F-4826 
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TWA  INTRODUCES 
GETAWAY  CONFERENCES. 


F  YOU'RE  GOING  TO  HOLD 
A  BUSINESS  MEETING, 
THIS  IS  THE  ONLY  WAY 

TO  DO  IT. 


Our  new  Getaway  Conferences  program  is  the  most 
complete  meeting-planning  program  in  the  business, 
designed  to  give  you  meetings  with  more  impact  and 
excitement. 

We  give  you  more  than  2000  meeting  locations  to  choose 
from,  in  the  United  States  and  around  the  world. 

Not  only  do  you  get  a  wider  selection  of  meeting 
places  than  ever  before,  but  you  also  get  the  lowest 
prices.  And  Getaway  Conferences  does  more  to  help 
you  actually  set  up  the  meeting  than  anyone's  ever 
done.  Here  are  some  of  the  specifics. 

A  meeting  in  Europe  for  the  price  of  a  meeting  in  the 
United  States. 

TWA  can  give  you  a  week  in  Europe  for  $50  a  day 
per  person.'  Including  round-trip  airfare  from  New  York, 
first  class  hotel  accommodations,  breakfasts  and 
dinners,  conference  rooms,  sightseeing,  and  all  tips. 

If  you  can't  stay  away  for  a  week,  you  can  stay  for 
legs.  And  pay  less,  too. 

1.  Approximate  prices  based  on  off-season  Affinity/Incentive  Jet  fares  from  New  York 


^ip"^%' 


T 


•re  mailing  this  reply  card  read  the 
rse  side  for  further  details  on  the 
iway  Conferences  program  in  Europe 
the  United  States. 


OHO    01?;*^<lf  b    iOOA-x] 

VALID  MO/Wt^  J5^>1RU  MO/YR' 
CHARLES  F  FROST  ~^^ 


irge  your  Getaway  Conference 

I  all  expenses  on  the 

lerican  Express  Money  Card. 


FIRST  CLASS 

Permil  No.  47528 
New  York,  NY. 
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BUSINESS  REPLY  AAAIL 

No  Postage  Stamp  Necessary  If  Mailed  in  the  United  States 


Po&toge  will  be  paid  by 


TRANS  WORLD  AIRLINES 


605  THIRD  AVENUE 
NEW  YORK,  N.Y.  10016 


The  meeting  in  Europe  conies  in  a  packiige,  so  you 
don't  have  to  bother  with  the  details. 

TWA  arranges  everything  for  you.  Not  only  the 
plane  reservations,  but  the  car  reservations,  the  hotel 
reservations,  even  the  reserving  of  the  conference  rooms. 
And  if  you  don't  like  the  way  the  package  is  arranged, 
you  can  arrange  it  your  own  way.  Depending  on  your 
needs,  you  can  have  more  sightseeing  time  and  less 
meeting  time.  Or  more  meeting  time  and  less  sight- 
seeing time. 

If  you're  meeting  in  the  United  States,  TWA  can  help 
you  here,  too. 

First,  TWA  gives  you  a  TVansportation  Cost  Anal- 
ysis, lb  help  you  find  the  most  economical  location  for 
your  meeting.  Then  we  tell  you  about  the  best  conference 
centers  and  hotels  within  that  location.  (We  can  even 
give  you  brochures  and  quote  rates. )  And  if  you  pick 
one  of  the  centers  or  hotels,  we  contact  it  and  tell  them 
about  everything  you  need  for  a  meeting. 

A  computer  with  more  than  2000  meeting  places  to 
choose  from. 


If  the  most  economical  location  isn't  the  most 
important  thing  to  you,  but  the  weather  is,  or  a  golf 
course  is,  or  something  else  is,  then  we  take  your  needs 
to  Meetingplan.  And  a  computer,  with  more  thcin  2000 
hotels  on  file,  comes  up  with  something  right  for  you. 
Either  here,  or  around  the  world. 

3  books  no  one  else  took  the  time  to  write. 

When  you  finally  pick  a  man  in  your  company  to 
take  charge  of  the  meeting,  TWA  has  3  books  that  can 
help  him  out. 

The  Conference  Planner's  Handbook  goes  into 


details  like  "What  to  put  on  a  menu,  and  what  to  keep 
off,"  "How  to  put  a  budget  together,"  even  "How  to  use 
different  kinds  of  mikes."  It's  so  thorough,  the  Office  of 
Conventions  and  Conferences  Management  of  the 
National  Education  Association  is  using  it  in  seminars 
to  teach  people  how  to  plan  meetings. 

The  Conference  Planner's  Directory  is  a  guide  to 
help  your  man  find  audio- visual  consultants,  meeting 
speakers,  and  other  meeting  service  organizations. 

And  the  Conference  Planner's  Workbook  is  a  300 
item  checklist  that  allows  him  to  keep  a  check  on  him- 
self. To  make  sure  he's  doing  everything  for  the  meeting 
he  should  be  doing. 

With  these  books,  with  everything  TWA  does  for 
you,  and  with  the  American  Express  New  Money  Card, 
it's  never  been  easier  to  hold  a  meeting,  or  pay  for  it. 
Either  here  in  the  United  States  or  aroimd  the  world. 

For  more  information  about  Getaway  Conferences, 
send  in  the  attached  coupon.  Or  write  to:  Manager, 
Commercial  Account  Marketing,  TWA,  605  Third 
Avenue,  New  York,  New  York  10016. 

Charge  all  or  part  of  your  Getaway  Conference  on  the 
American  Express  Money  Card. 


For  an  appli- 
cation: Call 
American 
Express  Space 
Bank  Reser- 
vations at (800) 
AE  8-5000  toll- 
free.  Or  pick 
one  up  wher- 
ever the  Card 
is  honored. 


[oho    Oia*HS3    b    iOOA-X^ 

VALID  MO/YJR;     ■*%HRU  MO/YR' 


CHARLES   F   FROST 
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TWA  GETAWAY  CONFERENCES 


Please  fill  out  and  return  this  card 
for  details  on  the  TWA  Getaway 
Conferences  listed  below: 

D  TWA  Getaway  Conferences  Europe 
D  TWA  Getaway  Conferences  U.S.A. 

The  size  of  our  group  for  a  TWA 
Getaway  Conference  would  be 

We  would  be  interested  in  holding 

our  TWA  Getaway  Conference 

on 


FO-l 


Month  and  Yun 


fly  hiTfan.  World  Am  lir 


Name 


Title 


Name  of  Organization 


Street  Address 


City 


State 


Zip 


Date 


Business  Tfelephone  No. 


I   I  f  you'd  like  anyone  else  in  your  compan; 

'  to  know  about  TWA's  Getaway  Conferer 
just  tear  this  routing  stamp  out 
and  attach  it  to  the  front  of  the  page. 

ROUTE  TO: 


* 


1. 


2. 


4. 
5. 


From 
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( Continued  from  page  1 8 ) 


Not  Forgotten 

Some  two-thirds  of  U.S.  compa- 
nies that  have  major  European  op- 
erations are  compensating  their  ex- 
ecutives paid  in  dollars  for  pay 
shrinkage  they  suffered  as  a  result 
of  devaluation,  according  to  a  re- 
cent study  by  a  management  con- 
sulting firm.  Rather  than  being  cal- 
culated on  the  entire  salary,  the  ad- 
justment is  usualK  based  on  the 
percentage  of  the  executive's  salary 
that  is  spent  abroad  and  must 
therefore  be  con\erted  info  a  for- 
eign currency.  Another  probable 
result  of  devaluation:  Companies 
will  send  fewer  Americans  overseas. 
employ  more  foreign  nationals. 

Japanese  Beauty  Market 

U.S.  makers  ol  cosmetics  and 
beauty  aids  are  taking  a  long,  cov- 
etous look  at  the  Japanese  market. 
.And  little  uonder.  Japan,  uitli  100 
million  population  and  a  grouing 
middle  class,  is  second  only  to  the 
U.S.  in  beauty  shops  per  capita. 


BUSINESS 


More  Funny  Money 

Technological  advances  help  the 
bad  guys  too,  says  the  Federal  Re- 
serve Bank  of  New  York  in  com- 
menting on  the  sharp  rise  in  coun- 
terfeiting in  its  area.  It  attributes 
the  tripling  in  phon\  bills,  especial- 
ly in  $10  and  $20  denominations, 
to  ad\ances  in  printing  technology 
that  produce  better  bogus  bills. 

Not  Too  Hot .  .  . 

The  Ilea  ted  water  discharge  from 
electric  power  stations,  which  often 
bears  the  unpleasant  tag  of  "ther- 
mal pollution,"  is  being  turned  to 
advantage  in  an  experiment  near 
the  Central  Maine  Power  Co.'s  Ma- 
son station  at  Wiscasset,  Me. 
Heated  salt  water  from  condenser 
cooling  at  the  station  will  pro- 
vide "year-round  near-optimum 
growing  temperatures"  for  a  num- 
ber of  hai-vestable  sea  products. 
The  first:  some  3,000  trout  and 
Coho  salmon  that  will  be  raised  in 
pens  placed  in  the  discharge 
stream.  If  the  pilot  project  suc- 
ceeds, the  next  step  will  be  com- 
mercial "mariculture"— sea  fanning. 
(Continued  on  page  266) 
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Indiana. 
500  miles  from 
no^vhere. 


Some  people 
know  Indiana  because 
of  the  Indy  500.  But 
unfortunately  a 
lot  more  people 
know  nothing 
about  Indiana  at 
all.  What's  more, 
we've  noticed 
that  our  name 
hasn't  exactly 
generated  any 
groundswells 

of  enthusiasm  lately.  So,  even 
though  we're  proud  of  the 
race,  we're  out  to  dispel  the 
popular  notion  that  Indiana's 
activities  calendar  opens  and 
closes  on  Memorial  Day. 

Surprise. 
We  have  what  you  have. 

Believe  it  or  not, 
Indiana  lives  365  days  a  year. 
With  all  the  things  that  make 
people  happy.  The  theatre, 
the  symphony,  the  art  mu- 
seums for  sophisticates.  And 
the  parks,  the  beaches,  and 
the  sunshine  for  a  more  cas- 
ual lifestyle,  too. 

Surprise  again. 
We  don't  have 
what  you  have. 

Specifically, 
smog-choked  cities.  Teeming 
tenements.  A  five-dollar 
lunch.   Bumper-to-bumper 


isa 


expressway  roulette, 
and  a  lot  of  other 
headaches  you  could 
l'i'|"|g  11  I   do  without.  There's 
LL^lld/'  a  time  in  everyone's 
I  M^    -      ^^^^  when  they  need 
'§f       I     room  to  breathe.  If 
'  that  time  is  now, 

we've  got  the  place. 
Moving  your 
plant  to  Indiana 
won't  break  you  up. 
You  don't  have  to 
sacrifice  your  profits  to 
stretch  your  legs. 
Industry  is  thriving  in 
Indiana  and  expanding  here, 
too.  We  build  things  better 
and  faster.  You're  right  in 
the  heart  of  all  the  raw  ma- 
terials you  need.  Yet,  with 
our  miles  of  interstates,  two 
deep  water  ocean  links,  it 
won't  take  weeks  to  get  your 
product  to  market.  How's 
that  for  profit  potential? 

Make  us  prove  it. 
If  you're  still  a 
little  skeptical,  drop  us  a 
line.  We'll  erase  your  doubts 
with  facts  and  figures  that'll 
make  anyone  a  believer. 
Whether  you  want  to  be  in 
the  city  or  out  in  the  country, 
we've  got  places  all  over  In- 
diana. Write  today. 

Indiana  Department  of  Commerce 
Lt.  Gov.  Richard  E.  Folz,  Director 
Room  3356,  State  House 
Indianapolis,  Indiana  46204 

Indiana 

,..a  lot  more  than  you  expected 
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Allcgheoy  LiKOuin 

Indusbiesugroupof 
ourconmaniesis 

makiMiteasyfor 

peopleMiogtteasy^ 


What's  your  pleasure:  boat 
ing?  fishing?  gardening? 
barbecuing?     It's    our 
pleasure,  at  Allegheny 
Ludlum  Industries,  to 
help  you  enjoy  it.  Take 
our  True  Temper  Corp- 
oration. They're  big  in 
fishing  rods  and  reels, 
gardening  tools,  golf 

club  components.  Or  ^    ''''      rJf   W        '  f^'  ^lf'%'^^ 
take  our  Jacobsen  ,'       '^^j-  yy^-f  ^  'r'-^  -  ^^"J 

Manufactur-  *''- 

ing  Company 

. .  .  big  in  power  mowers  making  it  *^ 

easy  for  lawns  to  be  fun  places. 

Outdoor  barbecue?  The  utensils  are  often  made  of  stam- 
less  alloys  from  Allegheny  Ludlum  Steel.  As  America's 
largest  producer  of  stainless  steels  and  specialty  alloys, 
their  products  get  around  ...  in  parts  for  camper  trailers, 
boats,  cars,  airplanes,  golf  carts  .  .  .  things  made,  possibly. 


with  the  help  of  to 
^\'\\j^0l''*»L        steel  forgings  fro 
^  I'^iy^.  X     'jltk  our  Ajax Forging ar 

Casting  Compan 
Meanwhile,  your  1 
will  contain  o 
Arnold  Engineerir 
Company's  speci 
magnetic  materia 
And  your  coffee  p 
perks  with  tl 
aid  of  powd 
metal  ecu 
ponents  fro 
our  IP 
Corporatio 
Aside  from  leisure,  other  Allegheny  Ludlum  Industri' 
member  companies  are  active  in  other  growth  fields.  Lil 
electronics.  Communications.  Energy  generation.  We've  g 
tons  of  products  at  work  for  the  world  .  .  .  whether  you're 
work  or  taking  it  easy. 
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Allegheny  Ludlum  Industries,  Inc.,  Oliver  Bldg.,  Pittsburgh,  Pa.  15222 

Our  key  industries:  Allegheny  Ludlum  Steel.  Wallinqlord  Steel,  Special  Metals  Corporation.  Carmef 

Company.  IPM  Corporation,  A|ax  Forging  &  Casting  Company.  The  Arnold  Engineering  Company, 

F.  W.  Bell,  Inc.,  True  Temper  Corporation,  Good  Steel  Service,  Inc.,  Jacobsen  Manufacturing 

Compniiv   TitoTiuim  Metals  Corporation  of  America,  AL  Industries  Export  Corporation 
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W         Why  Were  Bankers  Warned  That  This  "New  Book  Could  Upset  the  Savings  Applecart"* 

How  to  Make  Up  to  13  Vi  % 
or  More  on  Your  Savings 
All  Fully  Insured 


There  are  many  things  hanks  don't  like  to  talk  about.  They  don't  like  to  talk  about 
the  fact  that  they  do,  indeed,  pay  interest  rates  of  8%.  109^,  13'/2%,  and  often 
more,  to  a  select  group  of  knowledgeable  depositors' 


Whai's  the  difference  between  these  men  and 
women  and  you''  Simply  this — ilwi  they  kno^ 
certain  "inside"  techniques  of  deposilmx  anil 
withdrawing  their  savings  (all  perfectly  legal,  in- 
cidenlalli)  that  you  don't'  And — therefore  ihev 
earn  two  to  three  times  a^  much  interest  on  those 
savings  O!  1  0:1  do'  Like  this  .    . 

Would  It  Be  Worth  An  Extra  Ten  Minutes 

A  Month  To  You-To  Bring  Home  Two  Or 

Three  Times  As  Many  Dollars  From  Your 

Savings  As  You're  Getting  Today? 

The  procedure  is  simple.  But  to  put  it  to  work 
(or  you.  tomorrow,  you  have  to  know  these  few 
"smart-money"  facts: 

1.  Most  thrifty  people  in  this  country  today  arc 
actually  losing  money  on  their  savings.  The  inter- 
est they  gel  from  a  regular  bank  account  is  actu- 
aily  lar  less  than  the  lost  purchasing  power  that 
inflation  cuts  right  out  of  tfieir  savings. 

This  IS  one  of  the  great  social  tragedies  of  our 
lime  It  means  that  if  you  are  thrifty  and  prudcni 
in  ihis  country  today,  you  are  penali/cd  Either 
you  are  driven  to  speculate  in  the  slock  market. 
ivhere  you  can  be  wiped  out  overnight.  Or  you  tr> 
lo  secure  safely  for  your  hard-earned  capital  in  a 
bank — and  walch  inflation  turn  your  dreann  of 
eurU  retirement  and  financial  independence  into 
dun' 

2  But  you  just  don't  hiixe  to  accept  these  two 
train  choices  an\  longer'  Now  there  is  a  Third 
W  dv  10  invest  your  m(>ney.  thai  gives  you  the 
absolute  safely  you  want,  plus  huge  guaranteed 
reiurns  ihal  you  may  not  even  have  dreamed  pos- 
sible before. 


Read  What  The  Banking 

Industry  Itself  Says 

About  This  Startling  Volume! 

NEW  BOOK  COULD  UPSET 
THE  SAVINGS  APPLECART 

TIGHT  MONEY.  Regulation  Q.  and  the 
much-touted  Age  of  the  Consumer,  are 
key  ingredients  in  a  flammable  mixture 
iihoitt  to  he  Ignited  by  a  l->ook  which  could 
explode  in  the  face  of  the  commercial 
•  banking  industry  this  year.  This  says: 

"The  millions  of  people  who  have  saved 
a  few  dollars  in  the  form  of  savings  ac- 
counts and  insurance  have  been  prevented 
from  gaining  any  profit  from  iheir  invest- 
ment— indeed  Ihey  have  been  forced  to 
accept  real  losses — by  what  amounts  lo 
government  agency  fiat  These  depositors 
have  contributed  more,  perhaps,  to  the 
jjrowth  of  our  economy  than  any  other 
group,  and  it  is  unjust  that  controls  apply 
only  to  interest  rales  to  depositors,  while 
there  are  no  controls  over  the  inflationary 
wage  and  price  increases.  Conditions  pcr- 
miiiing  this  20  years  of  discrimination 
should  be  changed." 

/  am  quoting  from  a  book,  titled,  "Don't 
Bank  On  It!  How  To  Make  Up  lo  Ji'/i 
percent  and  More  on  Ynur  Savings — All 
Fully  Insured  " 

The  book-is  dedicated  "to  the  members 
of  the  median  income  group,  those  truly 
forgotten  men  whose  savings  deposits  make 
banking,  as  we  know  it,  possible." 

"Don't  Bank  On  It"  may  be  coming  out 
at  an  auspicious  time,  as  the  general  pub- 
lic is  becoming  more  aware  of  high  inter- 
est rates,  and.  thanks  to  truth  in  lending, 
is  being  conditioned  to  look  at  rates  of  1 2 
or  18  percent  as  low.  No  doubt  he'll  soon 
recognize  that  4  or  5  percent  is  peanuts. 

'Bank    Marketing   Management, 
Feb..,  1970. 
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3  It  IS  based  on  one  simple  fact:  That  most 
depositors  are  completely  passive  about  where  and 
how  they  save  their  money!  They  never  lake  the 
one  or  two  hours  that  are  necessary  lo  learn  Ihe 
"inside  workings"  of  the  banking  system.  There- 
fore. Ihey  never  even  hear  about  the  "super-sav- 
ings-accounls  ■  thai  can  yield  them  far  more  than 
ordinary  interest  on  their  money. 

And,  above  all,  they  have  never  heard  about  the 
simple,  ingenious  techniques  of  "Loophole  Depos- 
iting"' Active,  precisely-timed  deposits  and  with- 
drawals that  lake  an  average  of  ten  minutes  of 
your  time  per  month — and  bring  you  back  8Vf  . .  . 
l}'/2'',i  ...even  l9''/c  on  every  dollar,  with  exactly 
the  same  total  safety  that  you  gel  on  ordinary 
hank  accounts  today! 


You  Do  (hily  What  The  Banks  And  Savings 

And  Loan  Associations  Themselves 

OPENLY  PERMIT.  Except  Now- 

YOU  DO  IT  A  LITTLE  SMARTER! 


At  Ihis  moment,  in  this  entire  country,  out  of 
Ihe  over  one  hundred  million  people  who  have 
savings  accounts,  only  about  forty  thousand  of 
them  use  tliese  techniques.  They  are  sull  brand- 
new —  virtually-unknown.  Only  now  has  a  hook 
been  published  thai  reveals  litem  to  every  man 
and  woman  who  is  wilting  lo  riskdiiHf  stamp  to 
learn  them! 

The  lime  required  to  read  this  book  from  cover 
lo  cover  is  approximately  one  weekend.  Or,  if  you 
wish  to  skip  the  banking  background  at  its  begin- 
ning, it  will  lake  you  about  an  hour  or  two  to 
learn  these  "Aclive  i:)cposiling  '  techniques  them- 
selves. And  once  you  learn  Ihem.  from  that  mo- 
ment on.  you  will  he  able  lo  exploit  every  legal 
loophole  in  the  entire  banking  system,  including: 

How  lo  get  more  than  8%  interest  per  year  as 
an  absolute  minimum,  with  hardly  any  more  work 
than  filling  out  your  deposit  slip  in  a  difTereni 
way.  And  then  go  from  there  all  the  way  up  to  as 
much  as  19%  to  25%  in  special  situations,  for 
limited  periods! 

How  to  prolecl  yourself  against  the  possibility 
of  interest  rates  dropping  in  the  future.  So  you're 
guaranteed  Ihe  high  interest  rates  available  to  you 
today,  even  if  tomorrow  your  friends  find  their 
return  on  iheir  savings  cut  in  half 

How  10  make  banks  pay  interest  to  you  on 
money  you  don't  reafly  even  have  on  deposit — on 
non-existenl  money — on  money  you  have  already 
spent!  (And  the  bank  loves  you  for  it.  Because. 
no  matter  how  much  you  make.  Ihey  make  more' 
Page   143  shows  you  how.) 

Yes,  how  you  can  even  earn  high  interest  on 
your  credit  card!  So  that  you  are  now  earning  in- 
terest on  other  people's  money — and  spending  it 
at  exactly  the  same  time! 


Special  Warning  Section:  Two  common  mis- 
takes, that  unknowingly  trap  thousands  of  deposi- 
tors every  year,  that  could  completely  destroy 
your  savings! 

And  how  to  defer  income  tax  on  the  interest 
you  gel.  Two  plans  that  offer  marvelous  tax-shel- 
tered advantages. 

And — let  us  repeal  once  again — all  completely 
protected  by  United  States  Government  Insuring 
Agencies!  With  no  service  charges — no  minimum 
balances — no  legal  technicalities!  Ready  to  go  to 
work  right  now  for  the  investor  with  $500 — or 
$500,000! 

Prove  Every  Penny  Of  It  Yoursclf- 
EntirelyAtOurRisk! 

The  lop  money  men  in  this  country — the  very 
banks  themselves  —  use  these  techniques!  Why 
shouldn't  you?  All  you  risk  to  learn  them  all  is  an 
8i  stamp  with  the  Coupon  below!  IVhy  not  send 
it  in — and  start  your  savings  earning  double  and 
triple  interest — 8%  to  W/iVc  or  more — TODAY! 


K^JMw/.<l,).-}.-}L-*oo.. 

25  W.  Merrick  Rd.,  Dept.  BDA-4,  Freeport,  N.Y.  11520 


MAIL  NO  RISK  COUPON  TODAY! 1 

Jay  Norris  Corp.,  25  W.  Merrick  Rd. 
Dept.    BDA-4,     Freeporl,  N.Y.  11520 

Please    rush    me:    (quantity) 

copy(ies)  of  DON'T  BANK  ON  IT.  1 
understand  the  book  is  mine  for 
$8.98  complete.  In  addition,  1  un- 
derstand thai  1  may  examine  this 
book  for  a  full  30  days  entirely  ot 
your  risk.  If  at  Ihe  end  of  that  lime, 
I  cm  not  satisfied,  1  will  simply  re- 
turn the  book  to  you  for  every  cent 
of    my  money   back. 

n    SAVEl   Order   TWO   for  $16.00  com- 
plete.  Makes   on    ideol    giftl 
Enclosed    is    D    check    or    D     money 

order    for   total    of    $ 

New    York    residents    odd    sales    lax. 


Name  (print)_ 
Address 


City- 
State- 


! ©  Jay  Norris  C  i 


-Zip 
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Indianapolis... 
city  with  talent 


We're  a  city  filled  with  talent.  Our  most  valuable 
resource  is  the  skill  of  our  men  and  women  in  all  walks  of  life. 
Every  trade,  science,  and  profession,  from  medicine  to 
manufacturing,  boasts  talented,  dedicated  workers.  They 
explore,  experiment  and  create  .  .  .  contributing  to  progress 
in  commerce,  education  and  industry  ...  in  Indianapolis. 

City  full  of  opportunity.  With  almost  1200  industries 
located  in  and  around  Indianapolis,  it's  no  surprise  we  boast 
one  of  the  brightest  employment  pictures  in  the  country. 
Salaries  and  wages  are  reasonable  and  the  fields  of  opportunities 
are  endless. 

Get  the  facts  on  Indianapolis.  Write  John  Hardy,  Area 
Development  Director,  Department  220,  Indianapolis  Power  and 
Light  Company,  25  Monument  Circle,  Indianapolis,  Indiana 
46204.  He  can  help  you  in  the  areas  of  marketing  and  answer 
your  questions  about  plant  construction  on  the 
over  10,000  acres  of  available  plant  sites.  INDIANAPOLIS 

Write  today  for  the  fact  filled  brochure,  POWER  P* 

LIGHTCX 


Data  (^n  UulianapoJis. 


READERS  SAY 
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Get  fhe  Picture? 

'  SiK:  Under  "Fact  &  Comment"  (Apr. 
15),  you  thoroughly  chastise  the  pho- 
tographer who  has  been  full-time  bird- 
dogging  Jackie  Onassis.  Then  under  the 
column  entitled  "Side  Lines,"  you  tell 
us  your  staff  has  been  methodically 
hounding  Kennecott  Copper.  Kind  of  de- 
pends upon  who  is  doing  the  bird-dog- 
ging, huh? 

—Richard  E.  Crcss 
Little  Rock,  Ark. 

Sill:  ^'ou  are  showing  inmiaturity  when 
\ou  (luestion  the  right  of  Kennecott  to 
talk  privately  with  security  analysts  while 
('\cluding  the  press.  What  actually  can 
the  press  oHer  other  than  opinionated 
interpretations? 

—  Paul  R.  Sinceh 
Port  Charlotte,  Fla. 

Sui:  I  conunend  you  on  "Side  Lines." 
^'ou  ha\e  described  the  problem  we  at 
Fairchild  face  all  too  often,  and  you 
have  raised  an  appropriate  issue  ques- 
tioning the  unwillingness  of  such  com- 
panies to  talk  to  reporters  while  freely 
discussing  matters  with  seciuity  analysts. 
The  article  on  Kennecott  was,  indeed, 
fascinating. 

— W'u.ijAxr  ().  DwiEH 

Senior  Vice  President 

Fairchild  l^ublications,  inc. 

New  York,  N.V. 

Sin:  I  see  that  Kennecott's  first-<iuar- 
ter  earnings  went  way  down.  I  wonder 
what  th('\  11  sa\  to  the  analysts  now? 

— Ei)WAHi>  Johnson 
Chira'"«,  III. 

Pollution  Cost 

Sir:  You  quote  TreasMN  iccr<.tar\' 
John  B.  Coimally  (  Forbes,  Apr.  15 )  as 
sa>ing  "pollutiou  control  measures  in- 
flate costs  without  increasing  proiluctivi- 
ty. '  You  then  add  "there  is  oin  ions  logic 
in  his  words."  Rubbish!  .A  pollution-free 
einironment  permits  iis  to  maintain  our 
mental  and  plnsical  well-being  and 
therebx  increase  producti\  it\ .  Moreover, 
the  control  of  pollution  at  its  source  is 
far  less  costly  than  tracking  down  and 
repairing  the  damage  pollution  causes. 

—  Francis  K.  Csknoe-S 
New  York,  N.Y. 

Metric  Sysfem—Make  Work  System? 

Sir:  Can  xou  possibK  be  serious  in 
your  enthusiasm  over  the  benefits  to  our 
economy  a  conversion  to  the  metric  sys- 
tem will  have  (Fact  ib-  Comment,  Apr. 
7)?  I  didn't  know  the  country  was  so 
hard  up  for  "make  work"  programs,  or  I 
would  have  suggested  some  of  these  long 
ago:  1 )  pass  a  law  that  no  auto  will  be 
allowed  on  roads  after  f972  unless  it  has 
five  wheels,  2)  encourage  business  to 
have  their  stenographers  write  all  letters 
with  pens  or  pencils,  3)  educate  the 
(Continued  on  page  28) 

FORBES,    MAY    15,    1972 


DC-10: 

one  of  the  quiet  successes 
that  makes  us  a  different  kind 
of  aerospace  company. 

The  new  DC-10's  quieter,  smokeless 
takeoffs  and  landings  are  impressing 
community  leaders  and  government 
officials  everywhere.  Airline  executives 
see  it  as  the  backbone  of  commercial 
air  travel  for  many  years  to  come. 
Passengers  like  its  many  comforts  and 
conveniences.  And  pilots  tell  us  it 
handles  like  a  dream.  D  Serving  the 
needs  of  the  air  traveler  through  creative 
technology  is  just  one  of  the  jobs 
McDonnell  Douglas  does  best.  D  Another 
is  creating  space  systems— such  as  our 
Thor/Delta  launch  vehicles,  and  soon, 
Skylab  orbital  workshop  — that  help 

improve  worldwide 

communications 

and  promise  better 

use  of  Earth's 
resources.  D  We  build  Phantoms  and 
Skyhawks,  and  the  new  F-15,  to  bolster 
national  defense.  And  we're  using  our 
computer  technology  to  aid  business, 
education  and  health. 


We  believe  in 
using  aerospace 
technology  where  it 
will  do  the  most 
good  for  everyone.  D  For  our  latest 
financial  statement,  write  P.O.  Box 
14526,  St.  Louis,  Mo.  63178. 

These  forward-looking  airlines  have  chosen  the 
DC-10:  American  Airlines,  United  Air  Lines, 
Northwest  Airlines,  Trans  International  Airlines, 
KLM-Royal  Dutch  Airlines,  Scandinavian  Airlines 
System  (SAS),  Swissair,  UTA  French  Airlines, 
Overseas  National  Airways,  National  Airlines, 
Air  Afrique,  Alitalia,  Continental  Airlines, 
Air  New  Zealand,  Sabena  Belgian  World  Airlines, 
Lufthansa  German  Airlines,  Atlantis,  Finnair, 
DeltaAirLines,  Western  Airlines,  Iberia  Air  Lines, 
Laker  Airways  and  Martinair.  /^"""^V/ 


maryland 


MEGALOPOLIS 
U.S.A. 


Megalopolis,  the  continuous  Industrial  and  urban  corridor  from  Boston  to 
Washington,  is  the  nation's  prime  area  for  industrial  expansion  and 
location. 

Maryland  is  In  Megalopolis,  but  with  a  difference!  Maryland  combines 
Industry's  needs  for  quick  transportation,  a  major  port,  proximity  to 
Washington  and  the  other  metropolitan  areas  with  one  priceless 
Ingredient  —  livability. 

We  want  to  tell  you  about  Maryland's  labor  training,  financing,  tax 
benefits  and  resources  —  but  we  also  want  to  tell  you  about  the  superb 
recreational  aspects  of  this  great  little  state  with  majestic  mountains, 
lush  valleys,  the  incomparable  Chesapeake  Bay,  and  the  broad  Atlantic 
Ocean.  Maryland  has  it  all. 

Maryland  Division  of  Economic  Development 

Suite  FS-52,  State  Office  Building 
Annapolis,  Maryland  21401  •  (301)  267-5514 


Placid  Green  Spring  Valley  just  outside  Baltimore. 
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so  MUCH  OF  AMERICA 

lDIO^T 

and 

Frank  Weaver  and 
Walter  Power 
Area  Directors  for 
South  Chicago 
and  Colorado 


"Jerry  Lewis  ^  ^ 
got  us  into  tlie 
movie  business.'' 

''And  I  can  do  the 
sam  for  you  if  you 

act...  now!  ^Ik- 


Jerry  Lewis  asked  us  if  we  wanted  to  be  part 
of  his  Jerry  Lewis  Cinema  chain  as  Area  Direc- 
tors. We  said.  Yes.  In  January  1972.  Jerry 
Lewis  presented  us  with  a  check  for  $101,000 
resulting  from  the  sale  of  franchises  This  was 
$1 .000  in  excess  of  our  original  investment  Now. 
in  addition  we  receive  additional  franchise  fees, 
profits  from  our  own  and  joint  venture  theatres 
and  royalties  from  all  theatres  in  our  territory 
Other  Area  Directors  have  also  had  their 
original  investment  returned  m  less  than  2  years 

Are  you  interested  in  becoming  a  Jerry  Lewis 
Cinema  Area  Director? 

As  a  principal  shareholder  of  Network  Cinema 
Corporation,  Jerry  Lewis  personally  invites  you 
to  join  the  Jerry  Lewis  Cinema  program  If  you 
can  meet  the  Investment  Requirements,  you  can 
participate  in  a  chain  of  automated  Jerry 
Lewis  Cinemas 

You  II  be  given  m-depth  training  by  our  expert 
staff  The  top  management  and  staff  of  Network 
Cinema  Corporation  have  many  years  of  experi- 
ence in  the  motion  picture  industry  All  licensees 
are  trained  thoroughly  in  every  phase  of  theatre 
operation  and  procedures  In  addition,  our  com- 
pany s  Real  Estate  Department  will  help  you  in 
securing  prime  sites 

We  can  guarantee  you  that  we  ve  rolled  up  our 
sleeves  and  are  trying  to  make  this  the  most 
successful  theatre  operation  in  the  world  And 
youf  opportunity  is  as  good  as  Walter  Powers 
and  Frank  Weaver  s 

Our  Track  Record  Speaks  for  Itself. 

In  just  two  short  years.  Jerry  Lewis  Cinemas 
has  sold  over  two-thirds  of  the  original  161  areas 
that  were  established  We  now  have  110  Area 
Directors,  over  115  operating  theatres,  58 
theatres  currently  under  construction  and  an 
additional  51  signed  leases. 


This  IS  the  result  of  an  obvious  need  for  modern, 
luxurious  theatres  established  at  low  costs— a 
dynamic  concept  for  intimate  family  entertain- 
ment The  most  significant  achievement  in  the 
movie  industry  since  the  introduction  of  sound 
WE  ARE  CONFIDENT  NO  OTHER  THEATRE 
CHAIN  CAN  MAKE  THIS  STATEIVIENT 

And  right  now,  for  a  relatively  modest  investment. 
you  can  build  or  install  these  intimate  luxurious 
theatres  with  seating  capacities  between  200 
and  350  They  utilize  the  most  efficient  tech- 
nically advanced  equipment  They  are  superbly 
engineered*for  automatic  push-button  operation 
and  can  be  operated  by  as  few  as  twc  or  three 
people  The  finest  pictures  available  are  shown 
affording  entertainment  for  the  whole  family  All 
this  has  been  planned  for  profits  for  you  from  the 
theatre  operation.  PLUS  EXTRA  PROFITS  from 
concessions  of  candy,  popcorn,  soft  drinks,  etc, 

ALASKA;  ARK.,  Fayetteville  CALIF.,  San  Bern- 
ardino San  Francisco,  San  Jose  Riverside: 
CONN.,  New  Haven:  DEL,  Wilmington,  GA., 
Augusta,  Savannah,  Thomasville,  IDAHO,  Boise, 
ILL.,  Rockford,  Rock  Island,  IND.,  Evansville, 
Fort  Wayne,  South  Bend,  Terre  Haute:  MD., 
Annapolis,  Baltimore  Montgomery,  MICH., 
Grand  Rapids,  Bay  City,  Saginaw,  MISS.,  Granada, 
Hattiesburg  Jackson  MO.,  Springfield:  NEW 
YORK,  New  York  City,  N.  CAROLINA,  Asheville 
Charlotte,  Gaston,  Greensboro.  OHIO,  Youngs- 
town:  PENNS.,  Erie,  S.  CAROLINA,  Charleston, 
TENN.,  Bristol,  Chattanooga,  Decatur:  TEXAS, 
Abilene,  VA.,  Lynchburg,  Roanoke:  W.  VA., 
Charleston,  Parkersburg,  Wheeling,  WASH., 
Spokane  WIS.,  Madison,  WASH.,  D.C. 


INVESTMENT  INFORMATION 

Minimum  cash  investment  for  an  Area  Director 
is  $60,000,  which  includes  the  franchise  fee  for 
your  own  Jerry  Lewis  Cinema.  Your  cinema  will 
be  used  as  your  showcase  and  in  addition,  pro- 
vides you  with  an  opportunity  for  profit.  A  portion 
of  the  above  investment  refundable  upon  per- 
formance. Additional  working  capital  required. 

Visit  our  New  York  offices  and  meet  the  execu- 
tives of  our  organization  ,  our  president,  our 
sales  manager,  our  film  buyers  and  our  promo- 
tional execs  They  II  be  happy  to  spend  time  with 
yoj  and  answer  all  your  questions, 

CALL  COLLECT 

(212)  752-6622 

It  could  be  your  ticket  into  the  movie  business 


Or  mall  coupon. 

'  Network  Cinema  Corporation  FM 

505  Park  Avenue,  NY,  N  Y  10022 

Please  contact  me  for  an  immediate 
appointment. 

My  Phone  Number  is 

I  am  interested  in  the  following  area(s) 


mI 


If  the  area  you  live  in  has  been  awarded, 
DON  T  let  that  stop  you.  You  may  be  inter- 
ested in  RELOCATING  in  one  of  the  areas 
still  available  ASK  FOR  DETAILS 


Name 


Address 

City State 


JERRY  LEWIS         CINEMA 


Nvlwork  Cinema  Corporation     National  HeadQuarlers-505  Park  Avenue,  New  York  10022    Phone  (212)  752-6622    •    West  Coast  Sales  Oflice-1900  Avenue   ol   the   Stars. 
LosAngeles  Calilornia  90067     Ptione  (213)  277-2605   .   European  Headquarters  -   13  DraycotI  Avenue  /  London  S  W    3      England     (011589-6616 
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WE  BELIEVE  OUR  $315  TYPEWRITER 

CAN  DO  EVERYTHING  YOUR  SECRETARY 

DOES  WITH  HER  $600  ONE. 


Ask  yourself.  Just  how  much  use  would 
your  secretary  make  of  an  expensive  electric. 

Better  still— ask  her. 

No  matter  how  hard  she  works,  the 
answer  will  probably  be— not  too  much. 
Because  only  a  few  jobs  actually  require  all 
the  exotic  refinements  that  make  an 
expensive  electric  expensive. 

Which  means  you  could  have  a  few 
hundred  bucks  tied  up  in  a  machine  that's 
never  used  to  its  full  capacity. 

Before  now,  you  never  had  any  choice. 
If  you  wanted  to  electrify  your  secretary,  it 
really  cost  you.  Anything  from  $500  to  $800. 

Then  along  came  Hermes.  With  the  low, 
lean,  modern,  Swiss-designed  10.  An  electric 
office  typewriter  intelligently  planned  to  do 
all  the  useful  things  you  expect  an  electric  to 
do.  But  dispensing  with  the  fancy  frills  that 
you  don't  need- and  don't  want  to  pay  for. 


So  you  get  a  space  bar  and  7  symbols 
that  repeat  automatically.  Electric  carriage 
return  and  tabulation  control.  Margins 
visible  at  all  times  with  our  exclusive  Flying 
Red  Margins®.  10  clear  carbons.  13"  carriage. 
Faster  action  than  any  other  typewriter  in 
the  world.  And  $315.00  is  all  you  have  to  pay 
for  it. 

But  if  you  really  need  a  machine  that 
does  more  than  the  basics,  we  have  a  whole 
range  of  office  typewriters,  each  with 
different  capabilities  to  fit  different  needs. 
And  at  prices  to  suit  different  budgets. 

For  a  Hermes  dealer  where  you  can  try 
out  our  typewriters  (our  calculators  too,  if 
your  office  can  use  them),  see  the  Yellow 
Pages  or  write  us. 

If  you  only  want  to  buy  a  lypewrilcr 
ouce,  buy  a  ''Hermes. 


HERMES 

Paill.uJ  Incorporated 

1900  Lower  Road.  Linden.  N.J.  070  J6 

Other  products:  Hermes  figuring  machines, 

Hassclblad  cameras  and  accessories, 

Bolex  movie  equipment. 
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farmers  to  seed  with  a  pointed  stick.  As 
a  sort  of  reserve,  we  can  clean  snow  ofl 
Qur  roads  with  bamboo  brooms.  Admit- 
tedly, this  idea  was  stolen  from  the  Chi- 
nese, but  if  we  do  it  on  the  QT,  they 
may  never  find  out. 

—George  F.  Shroedeh 
Pittsburgh,  Pa 

Sir:  Your  issue  with  its  editorial  or: 
the  use  of  metric  standards  reached  mji 
desk  at  about  the  same  time  our  NAS/ 
Press  Kit  on  Apollo  16.  Please  note  that  foi 
the  first  time  we  have  employed  the  use 
of  the  metric  system  throughout  the  en 
tire  Press  Kit. 

—Chester  M.  Lei 

Apollo  Mission  Directo 

National  Aeronautia 

&  Space  Administratioii 

Washington,  D.C 

ITT  Flap 

Sir:  You  hit  the  jackpot  on  "The  ITl 
Tempest"  (Fact  6-  Comment,  Apr.  15, 
1  must  have  asked  about  50  people  i 
they  had  heard  a  single  one  of  the  medil 
or  the  Democrats  comment  on  how 
company  could  be  at  the  same  time  crit 
icized  for  creating  "good  "  news  and  sell 
ing  stock  in  anticipation  of  the  release  c 
this  same  "bad"  news.  And  your  ironi 
comment  on  business  and  labor  not  sup* 
porting  sympathetic  candidates  is  just  a 
devastating. 

—J.  H.  FreeiMa 
New  York,  N.^ 

Sm:     Harold    Geneen    should    includ 

one  additional  paid  holiday  for  einplo) 

ees  in  the  next  contract— April  Fools'  Da; 

—Stuart  G.  Mohk 

Oakwood,  Ohi 

Drug  Firms  Active 


Sm:  Re  Congressman  Rangel's  obse 
vations  (Fact  <b  Comment,  Feb.  L 
Readers  Say,  Apr.  15)  to  the  effect  th; 
drug  firms  are  not  interested  in  finding 
heroin  substitute  "since  there  is  no  pro 
it  in  it  for  them."  The  fact  is  that  tl 
pharmaceutical  companies  have  devote 
a  great  deal  of  attention  to  this  subjet 
Last  fall,  a  special  task  force  was  name 
to  foster  narcotic  antagonist  research  iii 
der  the  auspices  of  the  Pharniaeeutic. 
Manufacturers  Association.  While  it  is  a 
ways  necessar\-  to  speak  with  great  cai 
tion  about  these  things,  it  does  appe; 
that  some  progress  is  being  made  towai 
the  development  of  genuineb'  usef 
heroin  antagonists. 

— J.^MES  B.  Rusi 

Asst.  Vice  President,  Public  Reiatioi 

Pharmaceutical  Manufacturers  Asso 

Washington.  D.< 

Snt:    One   serious   obstacle   is   the   fa 

that   narcotic   addiction,    like   alcoholisi 

is  an   illness  caused   by  weakness   in  h 

(Continued  on  page  33) 
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iis  signature  is  known  in  3^000  banks  around  the  world 


I   speed    overseas    banking   for   Girard    customers,    the 
^natures    of    J.J.    Wieckowski,    Senior    Vice    President, 
ternational  Department,  and  other  senior  officers  are  reg- 
ered  in  3,000  banks  around  the  world. 
OOO  partners  around  the  world? 

e  have  a  network  of  international  "partners,"  banks  in 
■arly  every  country  of  the  world  .  .  .  plus  Girard  Interna- 
mal  Bank  in  New  York,  our  London  branch  and  our 
ris  office. 


Marketing    Department,    Girard    Bank,    One    Girard    Plaza, 

Philadelphia,  PA  19101. 

Please  send  me  your  International  Banking  Services  Brochure. 

NAME^ 


COMPANY 

TITIF 

AnnRF<;<: 

riTY 

STATF 

7IP 

F5 

How  about  specific  services? 

We'll  take  care  of  medium  and  short  term  financing,  buy- 
ing and  selling  currency,  incommg  and  outgoing  payments, 
letters  of  credit,  collections.  Our  foreign  "partners"  can 
give  you  inside  information. 
Meanwhile,  back  at  home  . . . 

Girard  is  a  new  kind  of  bank:  large  enough  to  lend  you 
$18  million;  precise  enough  to  trace  a  Yen  in  Tokyo;  fast 
enough  to  answer  most  questions  in  one  telephone  call. 


GIRARD  BANK 

FDIC 

PHILADELPHIA   •   LONDON   •   PARIS 

GIRARD   INTERNATIONAL   BANK   •   NEW  YORK 


A  report  from  the  profit-minded  engineers. 


Who  would  think 
lotorcycle  riders  would  be  as  good 
a  credit  risk  as  sofei  buyers? 


A"Y  7hen  we  formed  the  Borg-Wamer 
VvAcceptance  Corporation, 
we  brought  very  few  preconceived 
notions  to  the  finance  business. 

For  instance,  most  old-line  credit 
operations  take  a  decidedly  dim  view  of 
young  men  in  search  of  money 
to  buy  motorcycles. 

But  BWAC  learned  that  the  average 
torcycle  buyer  is  as  good  a  credit  risk  as  the  average  sofa  buyer. 
This  open-minded  attitude  may  be  one 
son  why  BWAC  is  now  the  23rd  largest 
^dependent  finance  company  in  the 
country.  And  growing  fast  and 
profitably. 
Imagination  and  profit  are  driving 
forces  in  today's  Borg-Wamer. 
We're  seeking  every  profit 
dollar  out  of  existing  businesses.  And  we 
released  over  $2^^000^000  worth  of  capital  invested  in 
unprofitable  companies  in  the  last  year. 

We  believe  that  great  engineers  should  be 
profit-minded  engineers. 


BDRGXWARHER 

The  great  engineers 


©1972  BORG-WARNER  CORP.,  200  SOUTH  MICHIGAN  AVENUE,  CHICAGO,  ILLINOIS  60604 
AIR  CONDITIONING  AND  BUILDING  PRODUCTS/CHEMICALS  AND  PLASTICS/ FINANCIAL  SERVICES/ INDUSTRIAL  AND  STEEL  PRODUCTS/TRANSPORTATION  EQUIPMENT 


In  all  the  1970s,  this  will  be  the  unique  American  car. 
The  Continental  Mark  IV    « 


For  1972,  a  new  Mark.  Evolutionary  changes  in  the  grille.  A  longer,  lower  hood.  More  ample  room  inside. 
Still  the  best  equipped  luxury  car  built  in  America.  Sure-Track  braking,  all-weather  Michelin  tires,  Automatic 
Temperature  Control,  and  Cartier  timepiece.  Continental.  The  final  step  up.  opera  windows  and  cornering  lights  are  optional. 
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man  nature— the  desire  to  escape  from 
realit>.  Many  addicts  who  have  taken 
tlie  cure  the  hard  wa%'  return  to  heroin 
or  other  addictive  drugs. 

—Robert  A.  Hardt 
Delray  Beach.  Fla. 

Modern  Alchemists 

Sir:  As  a  Hfe  insurance  salesman,  I 
have  often  been  amused  at  the  efforts 
of  actuaries  I  Mar.  15)  when  they  at- 
tempt to  "explain"  how  they  select  the 
amounts  of  the  increase  in  cash  values  in 
life  insurance  policies.  Invariably,  the  in- 
creases are  in  odd  amounts,  and  go  up 
and  down  in  the  most  mxsterious  ways. 
Maybe  they  are  the  alchemists  of  our 
modern  world  of  finance. 

— J.\MES  C.  Van  Stobv  Ih. 
Washin-Jton.  D.C. 

Hardworking  Husbands 

Sib:  You  sa>  in  \<)ur  ctlitorial  "Foot- 
note on  the  Four-Day  Workweek"  (Apr. 
15)  that  "a  number  of  wives  don't  like 
their  husbands  home  that  much."  To 
this  group  add  the  wives  of  man\  male 
retirants  who  think  they  ha\e  done  their 
masculine  chores  takiiwi  out  the  gar- 
bage, reading  the  newspaper  from  end 
to  end.  watching  T\'  for  hours,  etc. 
They  are  shocked  if  they  are  asked  to 
prepare  breakfast  or  wash  dishes. 

— K.  R.  Hankinson 
New  Providence,  N.J. 

Sin:  \our  "Footnote"  reminds  me  of 
the  old  one— the  gal  who  said  she  mar- 
ried her  husband  for  i)etter  or  worse, 
but  not  for  lunch. 

—J.  F".  Hickman 
Paris.  Tex. 

A  Dow  Sp/ir 

Sir:  While  reading  a  recent  coluiim 
of  Mr.  Biel,  this  thought  came  to  me: 
Why  not  split  the  Dow  2  for  1,  or  even 
•3  for  1?  If  a  split  is  likely  to  be  good 
for  a  company's  stock  price,  why 
sfiouldn't  it  be  good  for  the  Dow— and  by 
extrapolation,  the  whole  market';"  One 
immediate  advantage  would  be  to  re- 
move the  ambivalent  threat/promise  of 
the  magic  1000.  But  just  to  be  safe,  per- 
haps we'd  better  split  the  budget  deficit 
at  the  same  time. 

—Elaine  Lewis 
Washington.  D.C. 

Sweden  vs.  Amerka 

Sib:  One  of  the  interesting  things 
about  your  Sweden  article  is  that  al- 
though the  Swedes  do  take  out  a  hefty 
tax  bite,  particularly  with  respect  to  the 
middle  income  group,  they  apparently 
give  strong  support  to  the  business  com- 
munity in  recognition  of  the  fact  that  it 
is  really  the  engine  of  the  wealth  that  is 
(Continued  ori  page  267) 
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Over  500  new  plants 
or  major  expansions 

in  New  York  State 
every  year. 

Have  they  found  what  you're  looking  for? 


Avon  Products.  Inc.,  world's 
largest  cosmetics  and  groom- 
ing aids  manufacturer,  has 
ended  two  years  of  e.xplor- 
ing  the  Northeast  for  a  site 
for  a  major  manufacturing 
comple.x.  Avon'schoice?  The 
State  of  New  York ! 

Reynolds  Metals  Co.  is 
completing  a  $3-million 
plant  here.  The  Glens  Falls 
Cement  Division  of  Flint- 
kote  Co.  has  announced 
plans  for  a  $13-million  ex- 
pansion of  its  Portland  ce- 
ment facility  here.  Choos- 
ing this  site  over  11  other 
cities  in  the  Northeast.  Ral- 
ston Purina  is  constructing 
a  multi-million  dollar  plant 
here  for  the  production  of 
pet  food.  And  the  world's 
largest  smoking-pipe  manu- 
facturer, S.  M.  Frank  &  Co., 
has  broken  ground  for  a 
200,000  square  foot  plant 
on  Long  Island. 

Why  New  York  State? 
Wayne  Hicklin,  board  chair- 
man of  Avon,  puts  it  this 
way:  "We  are  growing  and 
prospering  in  New  York. 
We  like  the  business  climate 
and  the  incentives  for  growth 
. . .  .We  like  the  skilled  work 
force.  We  like  the  transpor- 
tation services.  Our  employ- 
ees like  the  amenities  and 
quality  of  living  here." 


New  York  State. 


What  these  companies— 
and  8,000  others  — have 
found  in  New  York  in  the 
past  dozen  years,  may  be 
what  you're  looking  for— a 
profitable  combination  of 
economic  and  operational 
advantages  unique  among 
industrial  states: 
Tax  "Breaks":  Corporate 
franchise  tax  based  on  prof- 
its, not  on  gross  income  or 
capital  invested,  for  most 
firms.  A  tax  credit  of  1%  on 
your  investment  in  new  or 
expanded  production  or  re- 
search facilities,  including 
the  cost  of  purchased  equip- 
ment, ranging  up  to  nearly 
a  100*^/^  break  on  your  cor- 
porate franchise  tax ! 

And  this  is  just  a  small 
sampling  of  the  many  tax 
incentives  and  other  advan- 
tages of  doing  business  in 
New  York  State.  For  all  the 
details,  attach  the  coupon  to 
your  letterhead  and  mail. 


r 


Commissioner  Neal  L.  Moylan 
New  York  State 
Department  of  Commerce 
Dept.  MCBB,  112  State  St. 
Albany,  New  York  12207 

Please  furnish  me  more  detailed 
information  on  industrial-location 
advantages  in  New  York  State. 


I 
I 

zl 
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In  1971 1 U  topped  *1  billion  in  sales 
and  increased  earnings  per  share  37%. 


In  1971  net  income  of  International  Utilities  climbed  to  $50 
million,  or  $3.28  a  share.  A  record  37%  gain  coming  on  the  heels 
of  a  record  33%  increase  in  1970. 

lU's  sales  and  revenues  topped  the  $1.1  billion  mark  —  an 
11%  increase  over  1970.  And  our  annual  common  dividend  was 
raised  to  $1.40  — the  27th  consecutive  year  we've  increased  it. 

Since  we  began  moving  into  higher  growth  businesses  in 
1962,  our  earnings  have  increased  at  a  compound  rate  of  15.3% 
a  year.  Our  dividends  have  grown  at  a  rate  of  7.7%  a  year. 

In  197 1  all  five  of  lU's  operating  groups  (Land  Transporta- 
tion, Ocean  Shipping,  Utilities,  Industrials,  Agriculture/Land 
Development)  reported  improvement  in  both  sales  and  earnings. 
And  the  outlook  is  good  for  continued  growth. 

John  M.  Seabrook,  Chairman  and  President,  sums  it  up 
this  way:  "Our  objective  continues  to  be  to  increase  earnings  per 
share  15%  a  year.  And  1972  looks  like  another  record  year." 

More  facts  and  figures  about  lU  ,r.tpr«  " 

are  available  in  our  197 1  annual  repori 
to  investors.  For  a  copy,  write  to  A.D. 
Southern,  Vice  President-Corporate 
Affairs,  International  Utilities 
Corporation,  The  Wilmington  Tower, 
Wilmington,  Delaware  19801. 


A  balanced  company  diversified  in  land  transportation,  ocean  shipping,  utilities, 
industrial  products  8c  services,  and  agriculture  8c  land  development. 


"What's  more,  we  wanted  one  insurance 
company  to  fully  coordinate  our  Group 
Coverages  with  our  Workmen's 
Compensation.  American  Mutual's 
round-the-clock  people  protection 
approach  was  theperfect  answer." 


William  L.  Adelsperger,  President 
Union  City  Body  Company,  Inc. 

Forward-control  truck  bodies 

Union  City,  Indiana 
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The  American  Dollar  Is 
Stronger  than  Ever  in 


Mexico  treats  conventions  ^th  courtesyi 

^varmth  anda  healthy  regard  forthe 

value  of  the  American  dollar! 


If  you're  weary  of  those  exorbitantly 
priced  "convention"  cities  with  crowded  hotels  and 
restaurants  all  competing  to  overcharge  you, 
consider  Mexico. 

Mexico!  The  nearby  faraway  place  you  can 
jet  to  in  a  few  hours.  Where  convention  facilities 
match  or  surpass  any  in  the  world  today.  Where  you 
stay  in  a  luxury  skyrise  hotel  or  a  gracious  hacienda 
for  a  fraction  of  the  cost  of  the  "big  town."  Where 
you  dine  in  gourmet  restaurants  on  a  delectable 
choice  of  Continental,  North  American  and  authentic 
Mexican  haute  cuisines.  Where  the  night  life  is 
upbeat  and  scintillating,  with  sophisticated  night 
clubs,  modern  discotheques  and  quaint  cantinas 
with  native  music. 

And  yet,  there  also  is  the  unmistakable 
feeling  of  a  country  steeped  in  tradition  —  a  country 
of  ancient  ruins,  breathtaking  cathedrals,  and 
romantic  open  air  markets.  The  roar  of  the  crowd 
at  the  bullring,  and  the  pulsating  excitement  of 
the  Ballet  Folklorico  get  into  your  blood.  Over  5,000 
miles  of  unspoiled  beaches  beckon  you  to  fish, 
swim  and  sail  in  azure  waters. 

And  the  climate  for  all  this  high  life  is 
nothing  short  of  magnificent.  Our  glorious  weather 
is  so  predictable,  we  can  actually  guarantee  what  it 
will  be  like  at  all  times  of  the  year! 

When  you  settle  down  to  business,  you  do 
it  in  comfort.  It's  a  fact  that  Mexico  City,  Acapuico 
and  Guadalajara  are  equipped  to  handle  the  largest 
conventions.  They  all  boast  a  wide  choice  of 
modern  hotels  and  convention  facilities  capable  of 
accommodating  thousands  of  delegates  at  a  time. 


You  can  order  complete  audio-visual  equipment 
installed,  multi-lingual  stenographers  to  serve 
international  delegations,  and  you  can  even  hire 
local  professional  designers  to  build  exhibits 
or  displays,  often  for  less  money  than  you'd  pay 
back  home. 

The  temporary  importation  of  goods  and 
articles  of  all  kinds  for  exhibition  during  conventions 
fairs,  congresses  and  the  like  is  handled  by  a 
special  committee  empowered  to  issue  permits. 

If  your  group  is  somewhat  smaller  than  an 
army,  think  about  glamorous  Puerto  Vallarta, 
playground  of  the  play  people  . . .  flavorful 
Mazatlan  . . .  the  garden-resort  city  of  Cuernavaca.. 
and  such  colorful  spots  as  Oaxaca,  Monterrey, 
Guanajuato,  San  Miguel  de  Allende  and  Merida. 
Every  one  of  them  has  the  facilities  and  services 
to  handle  small  to  medium  size  groups.  And 
everywhere,  you  are  greeted  in  English  by  people 
whose  warm  smiles  are  sincere  and  whose  manners 
are  impeccable.  The  people  of  Mexico  are  genuine! 
glad  to  see  their  North  American  neighbors. 

We  confidently  believe  that  Mexico  is  the 
only  country  in  the  world  today  which  offers  you 
this  combination  of  complete  convention  and 
personal  accommodations,  magnificent  surrounding 
and  true  dollar  value.  For  information,  write  to 
Director  of  Conventions,  Mexican  National  Tourist 
Council,  677  Fifth  Avenue,  New  York,  N.Y.  10022. 

Mexican  National  Tourist  Council 
Mexican  Government  Department  of  Tourism 
Convention  Bureaus  of  Mexico  City, 
Acapuico  and  Guadalajara 


(An  infonnalive  advertisement) 


Check  yourself 

to  see  if  you  need 

this  free  book. 


1.  Subcompacts  are  likely  to  be  less  expensive  to  repair  than  a  standard-sized  car. 
True?  False? 

2.  The  rear  of  your  car  skids  to  the  left  on  slippery  pavement.  The  first  thing  you 
should  do  is:  A.  Hit  the  brakes,  B.  Turn  the  steering  wheel  to  the  left  and  brake 
lightly,  C.  Turn  the  steering  wheel  to  the  right  and  brake  lightly. 

3.  The  1972  emission  control  devices  have  reduced  hydrocarbon  emissions  by  (20%) 
(40^7 )  (80*^^ )  over  cars  without  such  controls. 

4.  Radial  ply  tires  are  considered  longer-lasting  under  normal  conditions.  True? 
False? 

5.  Air  conditioning  can  increase  the  resale  value  of  your  car.  True?  False? 
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..has  a  better  idea 
iyvc  listen  better) 


For  obvious  reasons.  Ford  wants  buying  a  car  to  be  a  pleasant  thing. 
That's  why  we've  written  this  book.  It  explains,  in  simple  terms, 
things  you  should  ponder  in  the  privacy  of  your  own  home  before 
going  into  a  dealership.  Things  like  car  styles-the  advantages 
and  disadvantages  of  each,  what  to  do  with  your  old  car,  etc. 
There's  also  a  section  on  Ford  Motor  Company  cars- 
facts,  figures  and  specifications.  We'd  like  to  send  you 
a  free  copy  of  the  book.  The  way  we  figure  it,  if  we 
can  help  you  become  a  smarter  car  buyer,  we'll  get  our 
share  of  the  business.  We  listen  better.  And  we'd  like 
you  to  know  what  we've  been  doing  to  build  better. 


For  your  free  copy,  write:  Ford  Motor  Company  Listens 
P.O.  Box  1958;  The  American  Road—  SA 
Dearborn,  Michigan  48121 

D  Mr.  D  Mrs.  D  Miss  D  Dr.       Phone 


Name 

Apt.  No. 

Address 

City 

State 

Zip 

There's  more  that's  new  than  a 
new  trademark  at  Addressograph  Multigraph. 

More  than  AM's  new  world  headquarters. 
There  are  new  products  from  AM.  A  new 
5000  copier  from  Multigmphics.  The  new 
PD-8P  engineering  print  machine  from 
^Eruning.  New,  computerized  type 
"composing  systems  from  VariTyper.  i 
And  from  Addressograph,  new 
point-of-sale  equipment  for  the 
Bst-food  industry.  And  there  will 
be  more  to  come  to  better  servei 
i\M  customers  all  over  the  world.. 
^^  Q}    so  keep  your  eye 

on  AM. 


ADDRESSOGRAPH  MULTIGRAPH  CORPORATION,  20600  CHAGRIN  BOULEVARD,  CLEVELAND,  OHIO  4412^ 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


OH,   SAY,   CAN'T  MEANY  SEE 

What   Samuel   Gompers   so   clearly   saw   at   Organized 
Labor's  early  dawn  ( and  I  quote )  — 

"The  worst  crime  against  working  people 
is  a  company  that  fails  to  make  a  profit." 

WHO  STILL  SAYS   BUSINESS  IS   BAD? 

Those    for   whom    it    still    is. 

TOO   FEW   IS  THE   REAL   SHAME 


Despite  all  the  brouhaha,  any  free-enterprise-believ- 
ing candidate  for  office  can  testify  to  the  outrageously 
few  businessmen  or  businesses  who  give  dollars  or  even  a 
damn  in  such  candidate's  support. 

When  Unions  get  behind  a  candidate,  their  mouth  is 
onl\  part— and  probably  the  least  important  part— of  that 
support. 

The\  put  up  money. 

The\  supply  workers. 

They  organize  rallies. 

The\  get  out  their  man's  votes  on  election  day. 

The  vital  inoiu'ij  part  of  this  support  is  substantial  and 
unequivocal. 

And— suiprise!  surprise!— appreciated  in  the  roll  calls 
when  their  candidate  is  elected  to  office. 

If  you  want  to  find  out  what's  a  difficulty  comparable 
to  pulling  teeth,  tr\    being  a  Republican  candidate  or  a 


conservative  Democratic  candidate  trying  to  get  cam- 
paign funds  from  the  Big  Talkers  at  the  local  golf  club's 
1 9th  hole.  There  are  famed  exceptions,  such  as  the  Rocke- 
fellers, but,  believe  me,  they  are  a  mere  handful  in  rela- 
tion to  the  number  of  top  executives  in  big  business  and 
wealthy  entrepreneurs  in  the  smaller  businesses. 

Sure,  there  are  .some  big  giving,  raw  quid  pro  qtio-ers 
vvho.se  contracts  stem  directly  from  local,  state  and  fed- 
eral agencies;  they  give  to  the  sure-fire  winner  or,  if  there's 
any  uncertainty,  to  both  candidates. 

But  from  some  small  direct  experience,  and  what  might 
be  described  as  first-hand  awareness,  I  can  tell  you  the 
.shame  lies  not  in  the  number  of  businesses  and  business- 
men who  bribely  give  to  candidates.  The  real  shame  is 
the  tens  of  thousands  who  don't  have  enough  sense  of  re- 
sponsibility to  give  so  much  as  a  nickel  at  campaign  time 
to  candidates  who  represent  their  views. 


TOO  MANY  COOKS 


The  Supreme  Court  has  rightly  iTiled  that  50  states  and 
50,000  other  levels  of  govemment  cannot  set  nuclear  stan- 
dards, that  it  is  solely  a  matter  for  federal  jurisdiction  by 
the  Atomic  Energy  Commission. 


There  is— was— just  no  way  in  terms  of  engineering, 
ecology  and  economics,  to  meet  the  needs  with  57  varieties 
of  regulations.  It's  proving  hard  enough  to  get  anything 
done  in  this  area  anyway,  despite  the  skyrocketing  need. 


"ADMINISTRATION  SUES  TV  NETWORKS   UNDER  ANTITRUST  ACT" 

That'll  teach  'em  not  to  program  the  Right  way. 

WORTH 

Recently  I  read  about  a  man  who  said  he  was  worth  Maybe  he  does  or  maybe  he  doesn't  have  tangible  as- 

$100,000,000.  sets  of  that  amount— but  any  man   is  really  only  worth 

The  preposition's  all  wrong.  what  he  means  to  others. 
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LET'S   HAVE  MORE   SELF-DESTRUCT  STUFF 


If  I  were  a  maker  of  plastics  and /or  molder  of  plastic 
containers  and  packaging,  I'd  put  my  R&D  money  to 
work  evolving  a  plastic  with  some  self-destruct  capabilities. 

With  most  people,  and  especially  a  sizable  majority  of 
young,  now  deeply  and  determinedly  pollution-conscious, 
the  makers  who  can  say  theii'  stuff  comes  in  containers 
that   will   dissolve   or   fade   away   in   time   under   certain 

NEW 

Aren't  you  under  the  impression  that  when  it  comes  to 
building  things  builders  don't  begin  until  a  lot  of  arith- 
metic assures  *em  the  results  will  stand  up? 

Yet  look  at  what  happened  to  that  Minnesota  TV  tower 
which  collapsed  and  killed  seven  a  while  ago.  And  in  New 
York  walkers  have  to  dodge  constantly  collapsing  construc- 
tion cranes,  while  every  couple  of  weeks  somewhere  else 


conditions  will  reap  an  immediate  and  immense  market 
advantage.  Surely  it's-  not  beyond  laboratory  capability  to 
"develop  a  plastic  that,  say,  after  some  weeks  or  months 
in  salt  water,  will  melt  ajvay. 

A  little  imagination  and  a  lot  of  research  should  re- 
sult in  a  product  vvith  potential  sales  of  unimaginable 
magnitude. 

MATH? 

in  the  country  a  roof  collapses  as  it  is  being  put  up.  Re- 
member when  John  Hancock's  new  Chicago  skyscraper 
started  tipping  over  before  the  darn  thing  was  one  third  of 
the  way  up  in  the  air?  Maybe  it's  the  new  math  they 
teach  at  school,  or  maybe  engineering  is  really  an  occult 
science  instead  of  being  the  measurably  exact  thing  we 
who  can't  multiply  have  been  led  to  believe  it  is. 


TWO  TIMES  TWO   MILLION 

Jack  Flynn,  cheerful  Chief  of  the  Netv  York  Daily  News, 
is  a  prime  favorite  with  Society's  reigning  dames  and 
damsels  wherever  and  whenever  they  gather.  Despite  his 
years  as  a  joumalist  and  subsequent  quiet  success  as  head 
man  of  the  biggest  newspaper  in  the  U.S.,  he  has  a  mod- 
esty and  twinkle  that  make  him  a  much  sought-after  date 
by  Lineaged  ladies  who,  either  by  their  choice  or  the 
Lord's,  are  currently  husbandless. 

Talking  with  this  fabulous  Flynn  the  other  evening,  I 
was  reminded  of  an  anecdote  told  to  the  Forbes  clan  when 
he  visited  with  us,  accompanied  by  a  famed  Old  Name. 

She   described   how   Flynn    had    been    her   escort   to   a 

WHO   GETS   HOW 

This  annual  issue  containing  the  Forbes  500s  has  be- 
come a  valued,  basic  tool  for  the  statisticians,  compilers 
and  chroniclers  of  the  American  corporate  scene.  Because 
it  doesn't  merely  measure  segments  of  that  scene,  as  in  the 
case  of  Fortune's  list  of  500  industrials,  50  banks,  50 
retailers  and  so  forth,  these  Forbes  500s  show  who's 
where  in  the  total  U.S.  business  spectrum— by  revenues,  by 
assets,  by  net  profits  and  by  market  value.  It's  absorbing 
and  significant  stuff. 

But  perhaps  the  most  intentK  read  section  will  be  the 
listing  showing  salary,  time  with  and  equity  in  his  com- 
pany of  every  chief  executive  whose  outfit  is  ranked.  If 
you  think  you'll  look  at  this  with  interest,  I  can  assure  yon 
it  will  be  more  intensely  studied  by  those  named  therein. 

Last  year's  compilation  was  the  source  of  much  salar\- 
adjustment  seeking  by  executives  who  were  running  big- 
ger outfits  for  less,  and  more  successfully  than  some  of  their 


MAKES  A  LOT  OF  TIMES 

dress  ball  of  such  importance  that  it  was  being  covered  by 
that  most  important  Society  commentator,   Suzy  herself: 

"With  my  name  a  favorite  among  name-droppers,  a 
stunning  costume,  and  with  Jack  Flynn  being  Suzy's  boss, 
so  to  speak,  I  rather  expected  to  read  at  least  a  paragraph 
about  myself  in  Suzy's  column  on  the  affair.  Instead,  I 
was  brushed  by  with  two  lines. 

"The  next  time  I  saw  Jack  I  teased  him  a  bit  and  he 
chucklingly  observed,  'My  dear,  if  you  will  multiply  that 
two  lines  by  2  million  [the  circulation  of  the  Daily  News], 
your  name  was  printed  enough  times  to  fill  one  complete 
issue  of  the  New  York  Times.'  " 

MUCH  FOR  WHAT 

counterparts.  Vice-versa  results  were  sought  by  some  stock- 
holders and  directors  when  their  chief  executive's  pay 
was  greater  than  that  in  comparable  companies  which 
showed  better  results. 

While  much  is  and  will  continue  to  be  made  about 
the  high  pay  of  many  major  corporate  helmsmen,  I  con- 
tinue to  think  that  is  most  foolish.  The  CEO  respon- 
sible for  the  destiny  (or  lack  of  it)  of  thousands  and 
tens  of  thousands  of  employees  and  shareholders  daily 
shoulders  enormous  responsibilities.  He  must  be  right  in 
multiple  decisions,  and  when  he's  wrong,  sometimes  the 
results  are  catastrophic  tor  All  Hands.  His  compensation 
on  the  job  and  after  taxes  is  relatively  miniscule  in  his 
company's  total  fiscal  picture;  his  xalue  if  he's  good  is 
beyond  feasible  measure. 

The  best  buy,  biggest  bargain  a  giant  company  gets 
is  its  captain's  brainpower— when  he  has  some. 


PEOPLE  WHO  DON'T  KNOW  EVERYTHING 
THAT  EVERYBODY  PRESUMES  THEY  DO 

Tycoons. 
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SIZE  AND  TIME 

Small  (minded)  men  don't  long  mn 
big  companies. 

—Malcolm  S.  Forbes, 

Editor-in-Chief 


What  can  your  banker  tell  you  about 
Indonesia's  potential  to  be  one  of 
the  wealthiest  countries  in  Asia? 


Can  he  tell  you  about  the  large  deposits  of  iron 
ore,  copper,  manganese  and  nickel  that  are  still 
untapped?  Can  he  tell  you  how  these  mineral  re 
sources  will  aid  the  industrial  development?  How 
the  petroleum  reserves  will  influence  inter 
national  investments?  Can  he  tell  you  about  the 
effects  of  the  green  revolution? 

AChaseman  can. 

Can  your  banker  tell  you  how  regional  Indus 
trial  and  trade  integration  will  affect  Indonesia? 
The  integration  of  the  financial  markets?  Can  he 
anticipate  the  effects  of  the  challenge  of  Japan? 

A  Chaseman  can 

Chase  Manhattan's  huge  worldwide  network 
of  branches,  associated  banks  and  representative 
offices  reacts  quickly  to  unexpected  political  and 
economic  events.  Our  special  analysts  often  an 
ticipate  these  changes.  They  understand  what 
consequences  these  events  can  have  on  your  in 


ternational  business.  They  carefully  evaluate  al- 
ternative courses  of  action  for  you  to  follow.  And 
our  sophisticated  communications  network  loses 
little  time  executing  your  decisions. 

When  you  want  to  do  business  on  a  multina- 
tional scale  in  the  Far  East— or  anywhere  else  in 
the  world  — first  speak  to  Chase. 

Chase  Network  Pacific: 
Offices  in:  GUAM,   HONG  KONG,   INDIA,   INDO- 
NESIA, JAPAN,  KOREA,  MALAYSIA,  SINGAPORE, 
TAIWAN,  THAILAND,  VIETNAM.  Affiliated  Corpo- 
rations: AUSTRALIA,  Chase-N.B.A.  Group  Ltd.; 
NEW  ZEALAND,  Chase-N.B.A.  New  Zealand 
Group  Limited. 
You  have  a  friend  at 


THE  CHASE  MANHATTAN  BANK  I 


1  Chase  Manhattan  Plaza,  New  York,  NY.  10015/Member  F.D.I.C. 
CHASE  MANHATTAN  INTERNATIONAL  BANKING  CORPORATION 
800  Wilshire  Boulevard,  Los  Angeles,  California  90017 


What  is  U.S.Steel  doing  to 


ind  new  ways  to  build? 


,.^ 


We  built  this  breathtaking 
:el  in  Florida's  Walt  Disney 
rid... where  it's  a  major  at- 
ction  all  by  itself.  It's  one  of 
D  hotels  built  by  our  Realty 
velopment  Division. 

But  it's  a  lot  more  than  a 
el.  It's  a  whole  new  way  to 
ild. 

You'd  never  guess,  but  all 
3  rooms  were  assembled  as 

■  Disney  Productions. 


units  on  the  site  by  our 
American  Bridge  Division. 

Complete  with  wiring, 
built-in  air  conditioning,  a  full 
bath,  balcony,  the  finished 
units  were  ready  to  live  in, 
except  for  the  furniture. 

Some  were  placed  into 
the  framework  of  this  four- 
teen-story hotel,  like  drawers 

a   chest.    Others   were 


to  form  low-rise  garden  units. 
We're  confident  that  apart- 
ments,  dormitories,  motels, 
and  other  types  of  buildings 
will  soon  be  built  this  fast  new 

way.  USS  is  a  registered  trademark. 


in 


stacked  3-high,  like  blocks.. 


@ 


We're 
involved. 


marLennan 


IS., 


■one  company  made  up  of  several  diverse 
parts  which  offer  an  unusual  range  of 
services  to  businesses  and  the  men  who 
manage  them. 

Marlennan  Corporation  was  founded 
by  Marsh  &  McLennan,  world's  leading 
insurance  brokers. To  date  Marsh  & 
McLennan  has  been  joined  by  The  Putnam 
Management  Company,  Inc.,  James  D. 
Landauer  Associates,  inc., and  Western 
Management  Consultants,  Inc. 

Management  services  offered  by  these 
subsidiaries  include:  Insurance  Services, 
Mutual  Funds,  Employee  Benefits, 
Investment  Management,  Real  Estate 
Consulting,  Mass  Merchandising, 
Corporate  Communications  and  Specialty 
Consulting. 

Our  exceptional  expertise  in  all  these 
areas  is  available  to  help  increase  your 
company's  profitability,  in  any  industry, 
in  any  size  company,  anywhere  in  the  world. 
How  may  we  serve  you? 

Marlennan  Corporation 

Management  services  to 
the  world  of  business 

Marlennan  Plaza 
222  South  Riverside 
Chicago,  Illinois  60606 
Phone:  648-6000. 
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Is  this  how  you 
really  see  us? 


Some  picture  Flying  Tiger 
t  another  non-sked  airline  run 
-WW  II  pilots. 

Perhaps  our  image  hasn't 
^ace  with  our  development. 

We've  grown  into  an 
lational  carrier,  serving 
nations  with  regular 
ules.  For  years  we've  been 
Drid's  largest  all-cargo 
;.  With  this  as  a  base,  we 
d  Flying  Tiger  Corporation 
ld-1970  and  then 
■ed  a  large  leasing 
tion  early  in  1971 .  The 
chart  below  shows  our 
2ss  before  and  after 
ange. 


1969  1970 

l^  MILLIONS 


1971 


During  this  period 
lolders'  equity  has 
■  rom  $39  million  to 
inillion;  book  value 
:  mmon  share  from 
'  to  51 1.75.  Assets  more 
I  ipled  to  $658  million. 

Our  new  Flying  Tiger 
:  ration  is  a  holding 
I  ny  — with  a  plan  and 
I  for  growth. 

We  bought  our  first 
i  !  subsidiary,  North 
i  :an  Car,  because  it  fits 
F  n  for  expansion.  It's  in 
5  --station  services,  a  field 
well.  And  it  offers  us 
.creasing  growth,  with  low 


abor  content.  It  acts  as  a  financial 
conduit,  using  capital,  borrowing 
power  and  other  managerial 
resources  where  they'll  help  most. 

Through  North  American 
Car  we're  leasing  25,000  special- 
purpose  railroad  cars  to  blue  chip 
firms  in  this  country  and  Canada. 
We  lease  mostly  to  shippers  and 
we  provide  extra  services— such 
as  maintenance  of  the  cars  and 
accounting— to  help  our 
customers.  Most  leases  are 
long-term,  revenues  are 
predictable. 

Last  October  we 
acquired  National  Equip- 
ment Rental  and  expanded 
into  the  leasing  of  jet  planes, 
computers,  industrial  and 
office  equipment.  Now  we  can 
serve  the  increasing  leasing 
needs  of  industry  in  the  U.S. 
and  abroad. 


FLYING  TrCER 
CORP. 


FLYING  TIGER 
LINE 


NORTH  AMERICAN 
CAR 


NAC  LEASING 
CORP. 


NATIONAL  EQUIPMENT 
RENTAL  LTD. 


Our  future?  Leasing  is  just 
taking  off  as  a  major  growth  field. 
Air  freight  is  growing  15%  annually 
and  we're  exceeding  that  rate, 
flying  scheduled  routes  to  key 
cities  in  the  U.S.  and  trade 
centers  in  the  flourishing  Far  East. 

Now  when  you  see  "FLY"on 
the  Big  Board,  you'll  know  there's 
more  to  us  than  meets  the  eye. 

Flying  Tiger  ij,^,^ 
Corporation''^" 


Here's  our 
latest  growth  chart 


Fruehauf  has  always  meant 
trailers.  The  best  designed,  best 
built  trailers  you  can  buy. 

That's  what  put  us  on  the  map. 

We,  in  turn,  have  been  putting 
a  lot  more  Fruehauf  on  the  map. 
Not  just  new  and  better  trailers.  But 
new  and  better  methods  of 
transportation. 

Containers,  for  instance.  All 
kinds  of  containers  for  all  kinds  of 
products   So  that  all  kinds  of 
businesses  can  save  all  kinds  of 
hme  and  all  kinds  of  money  with 
containerized  shipping. 


We  also  make  the  equipment 
for  carrying  these  containers. 

We  also  make  the  equipment 
for  transferring  containers  from 
trailers  to  ships  and  planes. 

We  also  make  railroad  cars, 
special  purpose  boats  and  barges. 
And  equipment  that  keeps  our 
Armed  Forces  rolling. 

In  other  words,  what  we  did  for 
motorized  transport,  we're  now  do- 
ing for  the  entire  transportation 
industry.  Keeping  things  running 
smoothly.  Keeping  costs  down. 
And  just  generally  saving  a  lot  of 


people  a  lot  of  time,  trouble, 
and  money. 

That's  what  we  mean  by  Total 
Transportation. 

As  you'll  see  when  you  see 
our  Annual  Report.  Just 
write  Fruehauf  Corpora- 
tion, Dept.  F-52,  10900 
Harper  Avenue,  Detroit, 
Michigan  48232. 


TRANSPORTATION 
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Our    Mary- 
land Shipbuilding 
<S  Drydock  Com- 
pany helps  keep  ship- 
ping costs  in  shape  by 
keeping  ships  in   shape. 


Our  Jacksonville 
Shipyards  help  keep  all 
kinds  of  ships  shipshape. 

This  is  also  where  we 

build  tugs,  barges, 
dredges  and  other 
hard-working 

vessels. 
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On  the  fairway  ...  or  in  the  playroom 
our  batteries  power  the  wheels. 


A  top  pro's  name  on  his  clubs  reassures  the  golfer. 
So  does  the  name,  Exide,  on  his  golf  car  batteries. 
They  supply  up  to  40  per  cent  more  running  time  per 
charge,  than  the  accepted  standard.  In  toys,  the 
name  is  Ray-0-Vac  Heavy  Duty  Super-Cell  with  up 
to  twice  the  life  of  ordinary  dry  cells  for  just  pennies 
more.  Q  ESB  makes  all  kinds  of  batteries  plus  fire 
alarm  systems,  personal  safety  equipment,  many 
products.  Our  77  plants  in  18  countries  serve  more 
than  100  free-world  markets.  Annual  sales  top  $300 
million.  71  years  of  consecutive  quarterly  dividends. 
Want  to  know  more  about  us?  Write  for  our  latest 
report.  ESB  Incorporated,  5  Penn  Center  Plaza, 
Philadelphia,  Pennsylvania  19103. 


We  also  make  electric  motors,  stationary  batteries 


ESB  INCORPORATED 

WORLD  LEADER  IN  PACKAGED  POWER 


Forbes 


Emerging  Consumerism:  TVs  among  the  cupolas. 


Marx  and  Management 

Afflicted  with  inflation,  controls,  consumerism,  environmentalism 
and  populism,  some  U.S.  businessmen  must  wonder  what  it  is  like- 
can  it  be  worse?— running  a  business  in  a  communist  economy.  What 
is  it  like?  In  a  first-hand  report  from  the  Soviet  Union,  Forbes'  James 
Flanigan  reports  that  Russian  managers  don't  have  it  so  easy  either. 


HERE  SIT  the   Russians,   pos- 
jssors   of  the   world's   largest 
3untry,    one    of    the    world's 
vo     great     military     powers, 
roud    of    its    scientists     and 
Dacemen.      There      they      sit 
etching  nonsocialist  countries 
ke  the  U.S.,  Japan  and  West- 
•n  Europe  develop  technolo- 
and    amass    capital    with 
emingly  enviable  ease,  while 
1  the  home  front  the  1..5  mil- 
jn   or  so  cars   that   do  exist 
rive  over  roads  more  suited  to 
iral  Ireland  than  a  modern  in- 
jstrial  power.  While  the  U.S. 
ruggles    with    the    relatively 
phisticated  problem  of  erad- 
ating  pockets  of  poverty,  the 
ussians  are   still   trying— with 
nited  success— to  increase  the 
nount  of  meat   Russians  eat 
as   to   leaven   their   bread- 
id-potatoes  diet. 
Life  for  the  Russian  people 
day  is  certainly  better  than 
has  ever  been.  It  has  been 
ade  so  by  massive  amounts 
labor,  capital  and  resources 
voted  to  an  industrialization 
at  is  less  than  .50  years  old, 
th    a    devastating    four-year 
ir  included.  But  the  time  has 
ived  when  the   Soviet  Un- 
1  must   make  better  use  of 
resources  of  labor  and  cap- 
1.  The  simple  fact,  though,  is 
at  neither  labor  nor  capital 
s  been   used   eflBciently.    In 
pitalist    terms,    both    return 
capital  and  productivity  of 
l)or   have    been   poor.    With 
!  ne  fits  and  starts,  the  Rus- 
'  ns  are  now  trying  to  achieve 


/Moscow's  Cum  department  store:  Soviet  econ- 
omists have  made  quite  a  remarkalole  discov- 
ery. It  is  not  enough  simply  to  produce  goods; 
you  have  to  distribute  them,  too.  Yes,  you  even 
have    to    advertise    and    give    consumer    credit. 


greater  output  with  fewer 
workers  and  with  less,  but 
more  efficiently  used,  capital 
and  resources. 

One  problem  is  that  they  as 
yet  have  little  native  knowl- 
edge of  how  this  is  done.  How 
can  they?  These  are  concepts 
that  their  revolutionary  fore- 
bears scorned  as  capitalistic 
and  exploitative.  A  little  sheep- 
ishly, the  Soviets  are  turning 
to  nonsocialist  countries  for 
the  initial  increments  of  mod- 
ern industrial  technology— re- 
peating a  Russian  pattern  that 
dates  to  Czar  Peter  the  Great. 
Spiritually,  this  may  not  be 
easy  for  Soviet  man.  Forbes 
was  brought  up  abruptly  on 
one  of  its  questions  at  the 
Chamber  of  Industry  &  Com- 
merce, a  Soviet  government 
organization  similar  to  the 
U.S.  Commerce  Department. 
We  asked  what  the  Soviets 
needed  most  from  the  U.S. 
"We  are  a  proud  people,  a 
great  power,"  retorted  Direc- 
tor Sergei  Lubimov,  respond- 
ing not  to  our  question,  but  to 
the  doubts  in  his  own  mind. 

"We  plan  in  this  five-year 
period  (1971-75)  to  change 
all  the  old  techniques,"  says 
Constantin  Yefimov,  a  board 
member  of  the  all-important 
State  Planning  Committee 
(Gosplan)  and  head  of  its  De- 
partment of  Science  &  Tech- 
nology. "We  will  do  this  not 
only  by  our  own  develop- 
ments," continues  Yefimov 
with  nice  attention  to  political 
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necessities,  "but  using  techniques  in 
the  socialist  countries  and  new  tech- 
niques and  hcensing  from  the  devel- 
oped capitalist  countries." 

The  Soviet  Union,  population  242 
million,  suffers  from  labor  shortages. 
The  Chairman  of  the  Council  of  N4in- 
isters,  Alexei  Kosygin,  the  country's  No. 
Two  man,  has  estimated  that  to 
achieve  the  goals  of  the  current  five- 
year  plan  with  the  labor  productivity 
levels  of  1970,  the  Soviet  Union  would 
need  37.5  million  new  workers;  as  it 
is,  it  has  only  10  million  coming  into 
the  labor  force  in  this  period.  And 
the  majority  of  those  are  needed  in 
the  service  sector  of  the  economy  (ed- 
ucation, health,  public  services  and 
trade)— what  the  Soviet  planners  re- 
fer to  as  the  "nonproductive  sector." 
A  major  problem  is  that  the  Soviet 
Union  has  37  million  people  tied  up 
in  agriculture,  9  times  the  U.S.  num- 
ber. The  best  hopes  of  the  planners  at 
the  Gosplan  is  to  get  1  million  of  those 
workers  off  the  land  in  this  five-year 
period  because  full  mechanization  of 
farming  is  years  away.  Only  one  con- 
clusion is  possible:  The  extra  man- 
power will  have  to  come  from  more 
effective  use  of  existing  industrial 
workers.  Hence  the  need  for  non- 
Russian,  even  capitalist,  techniques. 

As  labor  is  not  inexhaustible,  nei- 
ther is  capital.  The  Soviet  Union, 
like  any  other  country,  suffers  the 
same  tugging  and  hauling  between 
different  interests  for  a  share  of  the 
available  resources.  Since  the  Soviet 
military  establishment,  so  far  as  any- 
one in  the  U.S.  Government  can 
tell,  never  takes  a  smaller  share  of  the 
pie,  the  other  interests  must  devise 
ways  of  stretching  their  slices.  This 
especially  so  because  the  Soviet  Un- 
ion's economic  growth,  whatever  the 
precise  rate  (6%  or  7%  a  year  by  So- 
viet calculations,  4.8%  by  some  West- 
ern reckonings),  is  surely  less  than  it 
was  in  the  1950s.  So  Soviet  industiy 
needs  more  bang  for  a  ruble. 

Actually,  there  are  more  Soviet 
workers  in  industry  than  there  are 
Americans,  even  though  the  Ameri- 
cans produce  twice  as  many  goods. 
So,  when  you  look  at  these  numbers, 
it  is  clear  that  the  problem  is  not  la- 
bor shortage  but  labor  wastage.  As 
one  Western  businessman  put  it  suc- 
cinctly, "They  have  over  100,000  so- 
called  engineers  at  their  technical  in- 
stitute and  they  don't  turn  out  as 
much  work  as  my  company  with 
3,500."  But  the  businessman  request- 
ed anonymity,  because  he  sees  a 
chance  for  business  in  such  a  problem. 

Now,  changing  old  techniques  is 
not  easy  anywhere,  perhaps  especially 
so  in  the  Union  of  Soviet  Socialist 
Republics,  where  fealty  to  economic 
doctrine    can    often    take    precedence 
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over  economic  sense.  But  dogma  is 
weakening.  The  Soviet  Union  has  in- 
troduced a  profit  system  to  gauge  how 
well  or  badly  industry  is  performing. 
It  has  begun  basing  incentive  bonuses 
on  that  profit.  Nor  has  dogma  pre- 
vented the  government  from  merging 
several  production  organizations  in 
the  same  field  to  form  what  we  would 
call  a  vertically  integrated  company. 

Tight-Fisted  Bankers 

Even  the  State  Bank  of  the  Soviet 
Union,  after  years  of  giving  away 
money  for  no  interest,  has  turned 
bankerish  indeed  with  a  finely  tuned 
schedule  of  interest  rates  and  penalty 
rates  for  its  supplies  of  working  capi- 
tal loans  to  those  companies— or  en- 
terprises as  they  are  called.  The  top 
interest  rate  for  industry  on  a  short- 
term  loan  is  a  hefty  8%,  but  even 
that  can  go  to  9.6%  if  the  enterprise  is 
late  paying  back  the  credit  or  does 
not  fulfill  its  profit  plan. 

Vyacheslav  Zakarov,  Deputy  Direc- 
tor of  Planning  &  Economics  in  the 
State  Bank,  explains  what  happens 
when  an  enterprise  approaches  the 
State  Bank  for  a  short-term  credit. 
First  the  company  is  analyzed  by  the 
Bank  according  to  how  well  it  em- 
ploys its  basic  asset— capital.  Another 
socialist  nicety:  The  word  capital  is 
not  used  in  the  Soviet  Union.  Funds 
is  preferred.  Another  test:  How  well 
is  the  enterprise  fulfilling  its  profit 
plan?  As  in  the  West,  winners  get 
more  attractive  interest  rates  and  sin- 
ners pay  more  for  working  capital. 

The  centralization  of  all  this  comes 
in  because  the  amount  of  working 
capital  an  enterprise  is  entitled  to  is 
governed  by  the  annual  and  five-year 
plans  for  that  company.  This  money 
it  borrows  at  6%.  Then,  if  the  enter- 
prise, in  the  course  of  the  plan,  needs 
some  extra  capital  for  more  materials, 
or  because  it  is  having  difficulty  meet- 
ing the  plan's  dictates,  it  comes  back 
to  the  State  Bank  and  pays  7%  for  the 
extra  money.  Zakarov  notes  that  to- 
day 50%  of  industry's  funds  comes 
from  bank  credit:  The  State  Bank 
grows  more  powerful  as  the  Soviet 
economy  develops  a  profit  system. 

What  is  a  company  like  in  the 
Soviet  Union?  Well,  it's  not  like  an 
American  company,  but  that  doesn't 
mean  either  George  Meany  or  General 
Electric's  Fred  Borch  would  be  alto- 
gether against  it.  Or  for  it.  The  giant 
Electrosila  enterprise  in  Leningrad  is 
the  U.S.S.R.'s  largest  manufacturer  of 
turbine  generators.  It  is  a  firm  that 
has  been  in  the  electrical  e(}uipmont 
business  for  74  years,  predating  the 
Revolution  and  proud  of  how  it  kept 
on  working  through  the  900-day  siege 
of  the  city  by  the  Nazis  in  World 
War    II    (called    the    Great    Patriotic 


St.  Basil's  Church  with  GUM 
department  store.  A  land  of 
high  science,  low  productivity. 


War  in  Russia).  In  the  merger  move- 
ment of  recent  years,  Electrosila  add- 
ed   under    its    wing   several    supplier 
companies    in    the    Leningrad    area. 
Now  it  has  been  set  a  target  of  in- 
creasing labor  productivity  7%  to  8%] 
a  year.  So  the  company  is  producing 
its  own  labor-saving  equipment.  "Wt 
have    a    large    number    of    auxiliai) 
shops,"  says  Deputy  Director  Serge 
Kurnakov.   "With   theii-  lielp   we   art 
producing     nonstandard     equipmeni 
to  enable  us  to  increase  productivity." 
Labor-saving  machinery?  Won't  la 
bor  object?  There  is  a  trade  union  * 
Electrosila,  and  once  a  year  its  rep 
resentatives    meet    with    Electrosila*! 
management    to    agree    on    workinj 
conditions,  wages  and  bonus  levels  fo: 
the  following  year.  However,  the  mail 
conditions  are  laid  on  from  above,  no 
at  the  labor-management  level.  "Yoi 
see,  there  are  no  contradictions  in  ou 
society,"     said     Forbes'     intei-pretei 
Tiiere    are    no    "contradictions "    be 
cause    the    State    forbids    them:    Thi 
basic   wage   levels   are   fixed   by   thi 
State  plan  anyway,  and  the  percent 
ages  of  bonuses  also  are  fixed  froD 
above.   George   Meany  wouldn't  lik' 
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this     brand     of     socialism     one     bit. 

The  State  plan  allows  Electrosila  a 
fund  of  salaries,  with  each  worker 
paid  according  to  a  combination  of 
piece  rates  and  time  rates.  There  is  a 
bonus  in  that  fund  for  productivit\-. 
This  bonus  used  to  be  based  on  mere 
production,  which  encouraged  quan- 
tity with  no  thought  to  quality,  and 
amounted  usually  to  an  additional 
half-month's  pay  every  six  months. 
But  a  new  bonus  has  recently  been 
added  from  Electrosila's  profit. 

The  bonus  fund,  comprising  9%  to 
15"  of  Electrosila's  profit,  is  divided 
602  for  the  workers  and  40%  for  the 
managers— which,  given  fewer  chiefs 
than  Indians,  often  boosts  a  manager's 
salary  by  as  much  as  50%.  "The  task  of 
the  Material  Incentives  Fund,"  says 
N'assily  Ivanschenko,  Deputy  Director 
within  the  State  Planning  Committee 
for  the  New  Economic  Reform,  "is 
that  the  worker  will  be  interested  in 
the  finished  results  of  the  work  of 
the  enterprise."  He'd  better  be.  If  his 
work  is  defective,  he  is  docked.  Revo- 
lutionary, surely.  There  could  be  no 
Lordstowns  in  the  U.S.S.R. 

So  how  nmch  can  a  fellow  make 
working  at  Electrosila  in  a  good  year? 
Well,  the  worker's  average  pay  is  140 
rubles  a  month  and  the  top  director's 
pay  is  330  rubles.  In  between,  skilled 
workers  can  make  up  to  200  rubles 
uid  engineers  250  rubles  on  up.  This 
IS  before  bonuses.  Officially,  the  Rus- 
sians maintain  that  a  ruble  is  worth 
$1.20.  As  the  ruble  is  not  convertible, 
his  is  meaningless;  the  black  market 
rate  is  more  like  six  rubles  to  a  dollar. 
But  if  you're  figuring  by  the  official 
ate,  the  top  director  of  Electrosila 
nakes  around  $400  a  month.  The 
lighest-paid  people  in  the  Soviet  Un- 
on  seem  to  be  scientists;  one  top  man 
it  the  Soviet  Academy  of  Sciences 
nakes  over  1,000  rubles  a  mcmth. 

Purchasing  Power 

What  can  these  rubles  buy?  Answer- 
ng  questions  like  that  is  where  the 
Russians  really  shine.  They  (juickly 
ell  an  American  about  the  free  med- 
cal  care,  free  education  for  the  kids 
)lus  the  pay  the  students  get  from  the 
itate.  Sergei  Kumakov's  son  at  the 
'olytechnical  Institute  gets  39  mbles 
month  and,  human  nature  being 
vhat  it  is.  Chief  Engineer  Aleksandr 
uzov  cut  in  to  say  that  his  daughter 
;ets  49  rubles  for  her  excellent  marks. 
ou  can  add  70  to  80  rubles  a  month 
3  a  man's  salary,  the  people  at  Elec- 
rosila  say,  because  of  the  things  he 
:ets  free  or  nearly  free.  Like  what? 

Well,  rents  are  very  low.  For  40 
quare  meters  of  living  space  in  Len- 
igrad— about  430  square  feet— the 
lent  can  be  under  eight  rubles  a 
^.onth.  This  is  only  $10  even  at  the 


unrealistic  official  rate.  Further,  one 
does  not  pay  for  the  bathroom,  kitch- 
en or  hallway  in  a  Soviet  apartment. 

Who  pays  for  it?  The  State.  Using 
what  for  money?  First,  it  takes  over 
50%  of  the  profit  of  the  enterprises— a 
bit  more  than  in  the  U.S.  Then  it  taxes 
everything  according  to  social  and  po- 
litical goals.  Income  taxes,  if  you  make 
over  100  rubles,  are  10%.  But  the 
State's  big  tax  is  the  turnover  tax, 
which  is  used  to  encourage  the  con- 
sumption of  some  commodities  as  op- 
posed to  others.  Thus,  while  rent  is 
cheap,  shoddy-looking  shoes  cost  as 
much  as  the  high-priced  U.S.  ones. 
A  car?  Forget  it.  The  new  Zhiguli  car, 
which  looks  like  a  Fiat  124— because 
it  is,  having  been  produced  in  the 
plant  Fiat  built  for  the  Russians— costs 
over  5,000  rubles.  Who  can  afford  it? 
Almost  nobody,  but  people  still  want 
cars.  And  they  want  home  appli- 
ances too. 

They  have  told  their  government 
this  by  not  buying  the  present  gen- 
eration of  consumer  goods,  but  rather 
putting  their  money  into  savings  ac- 
counts in  the  State  Bank.  At  the  be- 
ginning of  this  year,  says  Vladimir 
Belokon,  deputy  managing  director  of 
Savings  Banks  &  State  Credit,  the  sav- 
ings of  the  population  were  huge:  53 
billion  rubles,  almost  equal  to  one- 
half  of  all  Soviet  wages  paid  in  a  year. 
"As  we  get  more  consumer  goods 
produced,  the  character  of  the  peo- 
ple's spending  will  change,"  he  says. 
"They  will  spend  more  money  on  dur- 
able goods,  refrigerators  and  automo- 
biles, and  less  on  day-to-day  things." 
Helping  them  do  so  will  be  consumer 
credit,  now  in  its  infant  stages  in  the 
Soviet  Union  but  at  interest  of  only 
1%  a  year,  a  revelation  to  anybody 
familiar  with  U.S.  consumer  credit 
rates  that  often  run  18%  a  year. 

The  much-publicized  stress  on  con- 
sumer goods  in  the  current  Five-Year 
Plan  was  in  response  to  this  savings 
build-up.  The  Soviet  citizen  was  mak- 
ing more,  but  not  spending  it  because 
the  stuff  for  sale  didn't  interest  him. 
For  example,  yard  goods  are  big  sellers 
in  the  GUM— which  is  simply  a  lot 
of  shops  under  one  roof,  a  sort  of 
forerunner  of  the  covered  shopping 
malls  scattered  across  the  U.S.  With 
the  price  high  and  the  quality  low  for 
the  dresses  on  sale  in  Moscow,  it  is 
not  only  cheaper  but  probably  more 
stylish  to  make  your  own. 

Kosygin's  reports  on  the  Five-Year 
Plan  emphasize  two  things:  the  need 
to  increase  labor  productivity  and  con- 
serve capital,  and  the  current  low 
state  of  Soviet  retailing  and  the  quali- 
ty of  consumer  goods.  The  theoreti- 
cians blame  the  lack  of  development 
in  Soviet  retail  trade  on  Marxism's 
contempt    for    trade;    for    Karl    Marx 


and  his  successors,  production  was 
what  counted.  A  more  mundane  ex- 
planation is  that  the  Soviet  Union  has 
stressed  heavy  industry  in  every  Five- 
Year  Plan  it  has  ever  had— and  con- 
tinues to  do  so  in  the  current  one. 

The  planners  did  not  give  priority 
to  consumer  goods,  with  a  few  ex- 
ceptions like  television  sets.  A  Ural 
mountain  village  with  log  houses  and 
unpaved  streets  will  have  television 
antennas  atop  every  wooden  roof. 

Now  there  is  a  goodly  allocation 
of  consumer  goods  in  the  current  Five 
Year  Plan— for  example,  auto  produc- 
tion is  supposed  to  rise  to  1.3  million 
cars  a  year  by  1975.  However,  in  1970 
car  production  was  supposed  to  have 
hit  over  700,000.  It  made  344,000. 
Why  the  enormous  shortfall?  Official- 
ly, the  explanation  is  that  negotiations 
on  the  Fiat  plant  took  too  long  and 
delayed  the  start  of  production.  But 
more  likely  the  reports  of  constiiiction 
and  delivery  delays  are  true.  Such 
delays  are  part  of  the  Soviet  econo- 
my's problem.  Kosygin  criticized  pub- 
licly the  delays  and  inability  to  meet 
production  targets,  but  he  did  con- 
cede that  some  resources  intended  for 
consumer  goods  had  been  diverted  to 
defense— an  allusion  to  the  problems 
on  the  Chinese  border  and  in  Vietnam. 

Faced  with  a  lineup  of  shortfalls 
in  the  last  Five-Year  Plan,  the  Soviets 
hope  to  step  up  their  imports  of  West- 
ern technology.  Of  course,  they  have 
been  doing  so  for  many  years.  Italy's 
Montecatini  has  built  13  chemical 
plants  for  the  Soviet  Union;  Britain's 
Imperial  Chemical  Industries  has  con- 
(Continued  on  page  256) 
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Have  We  Been  Here  Before? 

If  you  think  today's  reformers,  young  people,  consumerists,  environ- 
mentalists, radicals  and  hippies  are  giving  business  a  hard  time,  you 
should  have  been  around  when  the  muckrakers  were  active.  Funny 
thing:  In  the  long  run  their  reforms  turned  out  to  be  good  for  business. 


He  was  "Teddy  the  Trustbuster"  and 
an  environmentalist  to  boot— they 
called  them  conservationists  then— but 
on  this  occasion  President  Theodore 
Roosevelt  sounded  more  like  Spiro  T. 
Agnew  castigating  the  do-gooders. 

"Socialists!     Sensationalists!     Agita- 
tors   and    puzzleheads!"    The    words 
came  flying  like  bullets  from  behind 
TR's    gleaming    white    wall    of 
teeth.     One     can     imagine    his 
flushed   face,   his   eyes    glinting 
behind  steel-rimmed  spectacles, 
as  he  slaps  the  March  1906  is- 
sue of  Cosmopolitan  down  on  his 
desk  with  a  force  that  makes  the 
pens  leap  and  the  papers  flut- 
ter.  "These   reckless  journalists, 
these  wild  preachers  of  reform," 
he  blusters,  "are  the  most  dan- 
gerous opponents  of  reform!" 

This  was  in  an  off-the-record 
talk  to  newsmen.  TR  chose  more 
elegant  words  a  month  later 
when  he  repeated  the  senti- 
ments in  a  public  speech. 

"In  Bunyan's  Pilgrim's  Prog- 
ress," he  declared,  looking  out 
over  the  large  crowd  who  had 
got  wind  that  their  safari-going 
President  was  once  again  out  for 
blood,  "you  may  recall  the  de- 
scription of  the  Man  with  the 
Muckrake,  the  man  who  could 
look  no  way  but  downward, 
with  a  muckrake  in  his  hands; 
who  was  offered  a  celestial 
crown  for  his  muckrake,  but 
who  would  neither  look  up  nor 
regard  the  crown  he  was  of- 
fered, but  continued  to  rake  to 
himself  the  filth  of  the  floor." 

The  label  stuck.  Muckrakers 
they  were  henceforth,  these 
journalists,  academics  and  busi- 
nessmen who  exposed  wrong- 
doing and  injustice  within  the 
system  as  a  means  of  saving 
the  system.  To  a  degree,  TR 
was  one  of  them,  but  he  was 
also  a  practical  politician  schooled  in 
New  York  City  ward  politics  and  in 
dealings  with  Congress.  TR  was 
pleased  when  the  muckrakers  helped 
push  railroad  and  pure  food  legisla- 
tion through  Congress,  but  when  the 
exposures  })ecame  too  radical,  they 
created  demands  for  reform  that  TR 
could  not  satisfy  and  they  cast  doubt 
upon  his  own  effectiveness  as  a  re- 
former. Hence  his  blasts. 
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Does  all  this  sound  familiar?  It 
should.  Turn-of-the-century  politi- 
cians were  faced  with  demands  for 
more  sanitary  meat,  better  working 
conditions  and  fewer  slums,  a  crack- 
down on  monopolies  and  preservation 
of  the  forests.  But  as  practitioners  of 
the  art  of  the  possible,  they  couldn't 
always  deliver.  It  is  no  different  now. 


Lincoln  Steffens 


Ida  M.  Tarbell 


Upton  Sinclair 


Ray  Stannard  Baker 


Only  last  March,  Secretary  of  the 
Treasury  John  B.  Connally  told 
Forbes  that  he  was  all  for  controlling 
pollution,  but  if  the  Government 
moved  too  fast  it  risked  pricing  U.S. 
goods  out  of  the  world  market.  Un- 
like a  refomier,  a  politician  must  con- 
sider the  cost,  both  to  himself  and 
the  economy. 

So  what  is  happening  today  is  to  a 
large  degiee  a   replay  of  the  muck- 


rakers.  Who  were  they  and  what  did 
they  do  to  American  capitalism?  The 
best  remembered  of  them  were  named 
Lincoln  Steffens,  Ida  M.  Tarbell,  Ray 
Stannard  Baker,  Charles  Edward  Rus- 
sell, Samuel  Hopkins  Adams,  David 
Graham  Phillips  and  Upton  Sinclair. 
These  writers  and  scores  of  others,  in 
almost  a  dozen  magazines,  added  to 
the  sum  of  scandal  and  knowl- 
edge with  detailed  investiga- 
tions of  political,  social  and 
business  wrongs.  They  were  the 
Ralph  Naders  and  Jack  Ander- 
sons of  their  time. 

Magazines  had  begun  to 
flourish  on  a  broad  scale  in  the 
mid-1890s,  when  prosperity 
pushed  the  annual  flow  of  con- 
sumer goods  over  the  $25-bil- 
lion  mark.  This  was  accompa- 
nied by  a  boom  in  advertising. 
With  the  increased  profits,  some 
publications  paid  their  top  writ- 
ers several  thousand  dollars  per 
article— fees  that  were  astro- 
nomical by  the  standards  of  a 
time  when  a  skilled  worker  was 
lucky  to  make  $1,500  a  year. 

McClure's  Magazine,  after  a 
few  rough  years  at  the  begin- 
ning, was  already  a  success  in 
1896     with     a     circulation     of 
300,000.  While  reading  a  news- 
paper   late    in    1899,    Publisher 
Samuel  S.  McClure  hit  upon  a 
way   to  surpass   that   figure.   In 
a   letter  dashed  off  to  John  S. 
Phillips,  one  of  his  most  trusted 
associates,  McClure  wrote:  "The 
great  feature  is  trusts  ....  That 
will  be  the  great,  red-hot  event." 
Ida  Tarbell,  a  serious,  even- 
tempered    woman    who    could 
never     decide    in    later     years 
whether  she  had  been  a  muck- 
raker   or   a    historian,    was    the 
magazine's  star  nonfiction  writ- 
er,   nationally    famous    for    her 
biographies    of    Napoleon    and 
Lincoln.  She  had  been  considering  a 
series  on  the  billion-dollar  U.S.  Steel 
Corp.,    the    country's    largest    trust, 
whose  formation  had  been  announced 
on   Mar.    3,    1901.   This   project   was 
abandoned  in  favor  of  a  history  of  the 
Standard  Oil  Co. 

A  year  of  industrious  research 
passed  before  Tarbell's  first  chapter 
appeared  in  the  November  1902  issue 
of   McClure's.    Calmly,    quietly,    fact 
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after  fact  was  cemented  into  place  as 
the  author  documented  John  D. 
Rockefeller's  first  steps  to  consolidate 
oil  production,  refining  and  transpor- 
tation into  a  private  empire.  "Mr. 
Dooley,"  a  fictional  Irish  barkeep— 
created  by  Finley  Peter  Dunne— who 
spoke  from  his  Chicago  saloon  with 
the  vox  populi,  put  it  this  way:  "I 
have  seen  America  spread  out  from 
th*  Atlantic  to  th'  Pacific,  with  a 
branch  iv  th'  Standard  He  Comp'ny 
in  ivry  hamlet. " 

McClure's     readers     couldn't     get 
enough    of   Tarbell's    story    and    sent 
circulation  figvires   up  to   an   all-time 
high.  Rockefeller  himself  was  less  en- 
thralled.   Even    many   years   later   he 
was   still   keeping   his   mouth   tightly 
shut  about  the  Tarbell  expose, 
opening  it  only  long  enough  to 
mutter:    "Not   a   word,   not   a 
word    about    that    misguided 
woman!"  But  he  got  the  point. 
Since  the  reformers   had  cho- 
sen  publicity   as    their    weap- 
on,    Rockefeller     would     hire 
flamboyant   Ivy   Lee   to  wield 
that  weapon  for  Standard  Oil, 
making  the  company  not  only 
'the  mother  of  trusts"  but  the 
father  of  public  relations. 

But  that  was  not  until  sev- 
eral years  later.  For  the  mo- 
ment, the  journalists  had  an 
almost  unchallenged  claim  to 
public  attention.  In  the  Jan- 
uary 1903  McClure's,  Lincoln 
Steffens  exposed  municipal 
corruption  in  "The  Shame  of 
Minneapolis,"  and  Ida  Tar- 
bell published  her  third  ar- 
ticle on  the  machinations  of 
Standard  Oil.  But  the  muck- 
rakers  weren't  simply  antibusi- 
ness.  In  the  same  issue,  Ray 
Stannard  Baker,  in  "The  Right 
To  Work,"  revealed  the  crimes 
committed  in  the  name  of  un- 
ionism during  the  United  Mine 
Workers'  strike  of  September 
1902.  McClure  seemed  as  sur- 
prised as  anyone  to  discover 
that  the  issue  not  only  had 
three  outstanding  investigative 
pieces,  but  a  single  theme: 
American  lawlessness.  "We  did 
not  plan  it  so,"  he  wrote  in  his 
editorial.  "It  is  a  coincidence 
that  the  January  McClure's  is 
such  an  arraignment  of  Amer- 
ican character  as  should  make  every 
one  of  us  stop  and  think."  Instead  of, 
America,  Love  It  or  Leave  It,  the  muck- 
rakers  were  saying,  America,  Love  It 
and  Change  It. 

Extensive  research  made  McClure's 
articles  more  thorough  and  authori- 
tative than  any  previous  reporting. 
Readers  of  the  magazine  were  led 
from  reflection  to  anger  and  frequent- 


ly to  action  as  they  discovered, 
through  the  writer's  eyes,  that,  if  the 
U.S.  was  indeed  one  nation  indivisi- 
ble, the  seams  that  held  it  together 
were  often  double-dealing,  cutthroat 
power  struggles  and  outright  stealing. 
No  matter  where  one  looked,  it 
seemed  that  men  removed  their  hands 
from  each  other's  pockets  only  long 
enough  to  shake  on  doing  another  fel- 
low in. 

"Graft  ivrywhere,"  Mr.  Dooley 
sighed  with  the  rest  of  the  country. 
"  'Graft  in  th'  Insurance  Comp'nies,' 
'Graft  in  Congress,'  'Graft  in  th'  Su- 
preem  Coort,'  'Graft  be  an  Old  Graft- 
er,' 'Graft  in  Lithrachoor,'  be  Hinnery 
James:  'Graft  in  Its  Relation  to  th' 
Higher  Life,'  be  Dock  Efiot*.  .  .  .  An'  so 

Fall   and   Redemption  of  Minneapolis 
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Among  the  muckraking  magazines— which 
included  Cosmopolitan,  Collier's  and  Ev- 
erybody's—McClure's  was  the  most  authori- 
tative. Publisher  Samuel  McClure  gave  Ida 
Tarbell  five  years  to  research  her  expose  of 
Standard  Oil.  She  was  aided  by  wastepaper 
scraps  from  an  alert  Rockefeller  office  boy. 


it  goes,  till  I'm  that  blue,  discouraged, 
an'  broken-hearted  I  cud  go  to  th' 
edge  iv  th'  wurruld  an'  jump  off." 

Oddly  enough,  Mr.  Dooley's  cata- 
log of  graft  neglected  to  mention  the 
most  famous  graft  exposer  of  them 
all,  Lincoln  Steffens.  Starting  in  the 
McClure's   October    1902   issue   with 

*Dr.  Charles  W.  Eliot,  president  of  Harvard  Uni- 
versity, 1869-1909. 


"Tweed  Days  in  St.  Louis,"  Steffens 
popped  up  almost  every  other  month 
for  several  years  with  articles  detail- 
ing "The  Shamelessness  of  St.  Louis," 
"Pittsburgh:  A  City  Ashamed,"  and 
"Philadelphia:  Corrupt  and  Content- 
ed." All  in  all,  he  poked  into  16 
cities  and  11  states.  No  wonder  Mr. 
Dooley  was  discouraged! 

But  the  muckrakers'  ideas  were  not 
simply  launched  and  forgotten.  They 
led  to  action.  In  1904  it  was  the  turn 
of  the  insurance  business  to  be  raked 
over  the  coals.  This  time  the  man  with 
the  rake  was  Thomas  Lawson,  a  Bos- 
ton financier  with  flourishing  mous- 
tache and  flashing  eyes.  Beginning 
with  "Frenzied  Finance"  in  Every- 
body's Magazine,  Lawson  exposed  the 
tie-in  between  life  insurance 
companies  and  the  "System" 
of  interlocking  directorates 
controlled  by  none  other  than 
the  muckrakers'  old  friend. 
Standard  Oil.  Readers  who, 
not  being  investors,  had  re- 
garded Lawson's  Wall  Street 
revelations  with  detachment 
were  appalled  at  the  sugges- 
tion that  their  trusted  life  in- 
surance policies  were  not 
much  more  secure  than  the 
stock  market.  This  and  other 
charges  sufficiently  disturbed 
Governor  Frank  W.  Higgins  of 
New  York  that  he  appointed 
a  commission  to  investigate. 
Headed  by  William  W.  Arm- 
strong and  with  Charles  Evans 
Hughes  as  chief  counsel,  the 
commission  held  57  hearings 
between  September  and  De- 
cember 1905.  When  the  re- 
sults proved  Lawson  right,  five 
high-ranking  officers  were  for- 
mally indicted,  and  most  of 
the  others  from  Equitable,  Mu- 
tual and  New  York  Life  insur- 
ance companies  resigned. 

Other  writers  tackled  the 
railroad  problem.  And  what  a 
problem  it  was!  By  1905  rail- 
road accidents  were  causing 
20,000  deaths  a  year— a  fore- 
taste of  Ralph  Nader  and  auto 
safety.  Special  rates  and  re- 
bates, outlawed  during  the 
1870s  by  four  midwestem 
states  and  again  in  1887  by 
the  Federal  Interstate  Com- 
merce Act,  continued  to  be 
handed  out  together  with  free  passes. 
Favoritism  sped  some  freight  cars 
along  the  tracks  and  left  competitors' 
shipments  stuck  on  sidings.  Thirty 
years  of  public  outrage  had  done  lit- 
tle to  remedy  the  situation;  the  Inter- 
state Commerce  Commission  had 
done  less.  A  disheartened  commission- 
er, Charles  A.  Prouty,  put  it  on  the 
line  for  a  Chicago  newspaper  inter- 
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is  the  Shipping  Trust;  when  he's  afloat 
There^s  a  mighty  poor  show  for  the  poor 
PeopIe^s  boat. 
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Thunder  Stealer.  These  cartoons  appeared  in  An  Alphabet  of  Joyous  Trusts,  published  by  the  Democrats  in  the  Pre. 


view:  "If  the  Interstate  Commerce 
Commission  were  worth  buying,  the 
railroads  would  try  to  buy  it.  This 
body  is  valueless  in  its  ability  to  cor- 
rect railroad  abuses." 

Finally,  public  clamor  about  rail- 
road malpractices  had  become  too 
loud  to  be  ignored.  Robert  La  Follette, 
leader  of  the  Progressive  movement, 
had  been  at  it,  and  Theodore  Roose- 
velt himself  had  begmi  his  tenure  as 
President  by  attacking  railroad  mag- 
nates James  J.  Hill  and  E.H.  Harriman 
in  the  Northern  Securities  antitrust  suit. 
In  1905  out  came  the  "big  stick" 
again.  Thwack!  across  the  railroads' 
back.  After  first  making  the  railroads 
shudder  with  a  message  to  Congress 
calling     for     government     regulation, 
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Roosevelt  had  Iowa  Representative 
William  P.  Hepburn  introduce  a  bill 
whose  relative  leniency  insured  its 
acceptance.  Compared  with  the  spec- 
ter of  government  regulation,  it  was  a 
relief  for  the  raiboads,  but  it  was  also 
the  beginning  of  change. 

The  muckrakers'  greatest  triumph 
was  the  passage  of  the  Pure  Food  & 
Drug  Act.  Dr.  Harvey  W.  Wiley  had 
been  denouncing  adulterated  food 
since  1883  when  he  was  made  chief 
chemist  in  the  U.S.  Department  of 
Agriculture.  Backed  by  the  National 
Consumers  League  and  the  General 
Federation  of  Women's  Clubs,  Wiley 
traveled  around  the  country  making 
speeches.  Yet  nothing  happened. 

Patent    medicines    were    an    even 


greater  scandal.  By  1900  patent  med- 
icine sales  had  reached  $100  million 
—enough  for  every  one  of  the  na- 
tion's 80  million  men,  women,  chil- 
dren and  babes  in  arms  to  down  at 
least  one  miracle  remedy  a  year.  Ad- 
vertising copywriters  worked  them- 
selves into  a  lyrical  lather  describing 
Royal  Deliverance  Capsules  ("the  on- 
ly infallible  monthly  regulator,"  mailed 
in  a  plain  wrapper),  Se.xine  Pills  or 
Genuine  Buffalo  Oil,  "sovereign  reme- 
dv  for  baldness."  For  babies  there 
were  pacifying  syrups  laced  with  mor- 
phine and  cocaine. 

One  of  the  most  popular  panaceas 
was  Lydia  Pinkham's  Vegetable  Com- 
pound, whose  label  was  embellished 
with      Mrs.      Pinkham's     sharp-nosed 
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'  1904.  Republican  Teddy  Rooseveli  siole  fhe  frust-busting  thunder,  beat  Democrat  Alton  B.    Parker  handily. 


imeo  profile  and  the  slogan,   "Only 
Aoman  can  understand  a  woman's 
Although  the  liquid  tasted  bad 
)Ugh    to    be    believably    medicinal, 
st    of    its    invigorating    properties 
me    from    the    20%    alcohol    it    con- 
ned.  Thousands   of  women,   minis- 
'tis     and     sworn     teetotalers     drank 
'  Mough      Pinkham's,      Pe-ru-na      and 
ler  tonics  to  keep  themselves  in  a 
,  uteel  fog,  if  not  an  outright  stupor. 
lnjnically,  Mrs.  Pinkham  was  a  tem- 
perance   advocate    herself    and    was 
showered  by  testimonials  from  fellow 
^^'omen's   Christian   Temperance    Un- 
!')n  members. 

And  then,  of  course,  there  was 
•neat.  Armour,  Swift,  Wilson  and  the 
)ther  large  Chicago  packers  had  been 


unshaken  by  a  federal  investigation 
in  1899,  where  General  Nelson  A. 
Miles  charged  that  "embalmed  meat " 
had  had  a  deadlier  effect  on  his  troops 
during  the  Spani.sh  American  War 
than  had  enemy  bullets.  After  hearing 
eight  volumes  of  testimony,  including 
a  statement  from  Colonel  Teddy 
Roosevelt  to  the  effect  that  he  would 
rather  have  eaten  his  old  hat  than 
canned  meat,  a  Presidential  commis- 
sion dismissed  the  charges.  Meat  in- 
spection laws  were  on  the  books,  the 
commission  noted;  therefore,  they 
"must  have  been  followed." 

Not  according  to  Upton  Sinclair, 
who  spent  seven  weeks  among  the 
Packingtown,  111.  meat  workers  col- 
lecting material  for  his  book.  The  Jun- 


gle. Sinclair  wanted  to  arouse  public 
sympathy  for  the  men  who  worked 
under  appallingly  unsanitary  condi- 
tions. Readers  were  appalled,  all 
right,  but  not  by  the  working  con- 
ditions. When  they  read  about  hams 
thick  with  rat  droppings  and  meat 
scraped  off  the  filthy  floor  and  canned, 
they  were  literally  fed  up.  "Oh  dear," 
sighed  Mr.  Dooley,  "th'  things  I've 
consumed  in  days  past.  What  is  lard? 
Lard  is  annything  that  isn't  good 
enough  f'r  an  axle.  What  is  potted 
ham?  It  is  made  in  akel  parts  iv 
plasther  iv  Paris,  sawdust,  rope,  an' 
incautious  laborer.  To  what  kingdom 
does  canned  chicken  belong?  It  is  a 
mineral." 

This   was    1906.   Sinclair   reflected. 
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Teddy  Roosevelt,  an  ardent  conservationist  and      and  patent  medicine  businesses.  As  heavy  adver- 


trustbuster,  has  gone  down  in  history  as  a  reforrri- 
er— although  the  muckrakers'  barrages  often  irritat- 
ed him.  For  example,  he  pushed  the  Pure  Food  & 
Drug  Act,  which  ended  abuses  in  the  meatpacking 


tisers,  medicine  peddlers  once  wielded  great  finan- 
cial power  over  the  press,  to  the  point  of  obtaining 
ad  contracts  that  were  cancellable  if  laws  should  be 
enacted   which   restricted  their  business  methods. 


"I  aimed  for  the  public's  heart,  and 
I  hit  it  in  the  stomach."  President 
Roosevelt's  daily  mail  grew  heavy  with 
letters  demanding  a  cleanup  of  the 
meat  industry.  TR  finally  wrote  to 
Doubleday,  Page  &  Co.,  Sinclair's  pub- 
lisher: "Tell  Mr.  Sinclair  to  go  home 
and  let  me  run  the  country  for  a 
while."  But  the  pure  food  bill  now 
moved  out  of  House  committee  where 
it  had  been  languishing  for  four  years. 
It  passed  in  June  1906  and  was  am- 
plified ten  days  later  by  passage  of 
Senator  Albert  Beveridge's  meat  in- 
spection amendment. 

When  they  tackled  politics,  the 
muckrakers  didn't  fare  quite  as  well. 
David  Graham  Phillips'  article,  "The 
Treason  of  the  Senate,"  caused  a  huge 
stir.  "The  Senators  are  not  elected  by 
the  people,"  Phillips  charged;  "they 
are  elected  by  the  'interests.'  "  He  pil- 
loried a  number  of  the  culprits  by 
name,  including,  in  Roosevelt's  words, 
"poor  old  Chauncey  Depew"  of  New 
York.  "Did  you  ever  think  where  the 
millions  for  watchers,  spellbinders, 
halls,  processions,  posters,  pamph- 
lets, that  are  spent  in  national,  state 
and  local  campaigns  come  from?" 
Phillips  a.sked.  "Do  you  imagine  those 
who  foot  those  huge  bills  are  fools?" 
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Perhaps  because  Roosevelt,  too, 
knew  the  importance  of  financial 
backing,  perhaps  because  he  needed 
votes  in  the  Senate  for  other  projects, 
the  President  now  felt  that  the  time 
had  come  to  scold  the  scolders.  Hence 
his  "Man  with  the  Muckrake"  speech. 
But  in  1913  the  Senate  was  reformed 
when  the  17th  Amendment  took  elec- 
tion of  Senators  away  from  state  legis- 
latures and  placed  it  directly  in  the 
hands  of  the  voters.  The  muck  had 
not  been  raked  in  vain. 

Eventually,  muckraking  ran  its 
course.  Sam  McClure,  alert  as  usual 
to  his  readers'  interests,  in  1906  in- 
structed his  stafi^  to  put  more  empha- 
sis on  "good  news."  The  muckrakers 
continued  to  write:  on  the  race  prob- 
lem, child  labor,  prison  abuses,  church- 
owned  slums,  workmen's  compensa- 
tion, and  prostitution,  but  after 
1910  advertising  and  financial  back- 
ing began  falling  off  rapidly.  Final- 
ly, in  1914,  the  outbreak  of  World 
War  I  drew  the  nation's  eyes  from 
domestic  problems  to  the  interna- 
tional crisis. 

Twelve  years  of  sound  and  fuiy 
were  over;  what  had  they  signified? 
"I  sec  gr-reat  changes  takin'  place  ivry 
day,"  said  Mr.   Dooley,  speaking  for 


the  skeptics,  "but  no  change  at  all  ivry 
fifty  years."  In  a  sense,  Mr.  Dooley 
was  right:  By  the  1930s  enough  new 
—and  old— abuses  had  piled  up  to 
make  the  New  Deal  reforms  popular 
and  almost  certainly  necessary.  But 
the  important  thing  was  this:  In  1905, 
as  in  1935,  the  U.S.  capitalist  system 
proved  it  could  absorb  and  adapt;  it 
was  flexible  enough  to  change  witli 
the  times;  if  society  changed,  capital- 
ism could  change  with  it. 

The  lesson  was  that  the  curbing  of 
special  interests  is  sometimes  neces- 
sary, not  only  for  the  survival  of  the 
nation  as  a  whole  but  even  for  the 
survival  of  the  special  interests  them- 
selves. Sam  McClure  put  it  very  well 
in  a  famous  editorial: 

"Capitahsts,  workingmen,  politi- 
cians, citizens— all  breaking  the  law, 
or  letting  it  be  broken.  Who  is  left  to 
uphold  it?  ...  There  is  no  one  left; 
none  but  all  of  us.  .  .  .  We  forget  that 
we  all  are  the  people;  that  while  eacli 
of  us  in  his  group  can  shove  off  on  the 
rest  the  bill  of  today,  die  debt  is  only 
postponed;  the  rest  are  passing  it  on 
back  to  us.  We  have  to  pay  in  the  end, 
every  one  of  us.  And  in  the  end  the 
sum  total  of  the  debt  will  be  our 
liberty."   ■ 
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rican  style 


These  three  young  people  work  together  in 
Bethlehem's  reinforcing  bar  engineering 
department  in  Seattle. 

Charles  James,  at  right,  advanced  from 
trainee  to  assistant  chief  draftsman  in  four 
years.  He  is  responsible  for  all  trainee  in- 
struction in  his  office.  Born  on  the  Tulalip 
Indian  Reservation  near  Seattle,  he  worked 
part-time  as  a  commercial  fisherman  to  fi- 
nance his  education  at  both  technical  school 
and  college.  After  graduation  he  held  sev- 
eral jobs  before  joining  Bethlehem  as  a 
trainee  detailer. 

Now  it  is  Charles  James  who  helps  our 
trainees  to  learn  the  ropes. 

Marvin  Williams,  at  left,  is  one  of  these 
trainees.  He  was  an  ironworker  apprentice, 
but  a  back  injury  made  it  necessary  for  him 
to  seek  less  strenuous  employment.  His  in- 
terest in  the  trainee  program  is  evidenced  by 
his  enrollment  in  a  night  course  to  speed  his 
knowledge  of  drafting  skills. 

When  asked  how  she  liked  her  work,  Karen 
Hoyer,  a  detailer  trainee,  replied:  "The  guys 
I  work  with  are  terrific.  The  only  static  I've 
had  is  from  a  few  customers  who  didn't 
believe  I  was  a  Bethlehem  detailer  when  I 
telephoned  to  ask  some  questions  about  a 
construction  job.  They  called  back  to  con- 
firm that  I  was  a  Bethlehem  employee." 

These  three  employees  of  dissimilar  back- 
grounds serve  to  remind  all  of  us  that  there 
is  nothing  in  modern  technology  that  takes 
the  place  of  dedicated  people  working  in 
close  harmony. 

At  Bethlehem  Steel  we  believe  in  equal  op- 
portunity for  all.  We  employ  some  120,000 
people  without  regard  to  race,  color,  reli- 
gion, sex,  age  or  national  origin. 


BETHLEHEM  STEEL 


bethTehem 

STEEL 


Among  the  burgeoning  applications  for 
urethane  foam  are  high-fashion  garments, 
automobile  interiors,  furniture,  bedding, 
toys  and  even  landing  pads  for  pole  vaulters. 
Made  by  Tenneco  Chemicals,  its  uses  have 
more  than  doubled  since  1966. 


Fresh,  premium-quality  fruits  and 

vegetables,  under  the  ne^  brand 

name  Sun  Giant  *  are  marketed  by  our 

agricultural  subsidiary  Heggblade- 

Marguleas-Tenneco.  We  work  mih 

grov\/ers  In  California,  Texas,  Arizona 

and  Mexico;  and  distribute  this 

blue-ribbon  produce  to  markets 

across  the  nation. 


Tenneco  Oil  Company's  expanding 
mining  activities  have  led  us  to  Death 
Valley,  producing  colemanite,  a  vital 
ingredient  for  the  growing  fiber  glass 
industry.  We're  the  only  domestic 
producer. 


Our  Tennessee  Gas 

Transmission  "Blue  Water 
Project"  has  again  extended 
our  natural  gas  pipeline 
system  in  the  Gulf  of  Mexico. 
Result;  more  gas  for  our 
15,000-mile  pipeline  system. 


More  drive-power,  more 

comfort,  more  safety  protection 

and  more  productivity  for  the 

farmer.  Those  are  the 

advantages  of  our  J  I  Case 

expanded  line  of  big 

farm  tractors. 
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Our  Newport  News  Shipbuilding  is  producing  floating 
stations  for  power  pfeints.  These  barge-mounted  generators 
,can  be  towed  wheraBjBj-  needed  to  help  supplement  the 
'supply  of  electricit^^Mng  peak  periods  or  emergencies. 


I  the  descriptl6n:for  toys,  furniture  and 

containers  made  frfljih  packaging  materials 
^ur  Packaging porporation  of  America. 


Walker  Manufacturing,  our 
automotive  equipment 
subsidiary,  supplies  all  new 
U.S.  car  makers  and  the 
replacement  market  with  a 
complete  line  of  exhaust 
systems— plus  jacks  and  fiite 


"The  most  roundly  diversified  and 
solidly  successful  multi-market  company 
in  all  of  industry" 

That's  what  they  say  about  Tenneco. 


A  leading  business  publication 
surveyed  2,300  top  U.S.  business 
executives.They  named  Tenneco  one  of 
'The Ten  Best-Managed  Companies." 

Certainly,  that's  the  kind  of 
company  Tenneco  likes  to  keep.  And 
we're  in  that  company  because  of 
"careful  diversification." 

In  just  28  years  of  business, 
we've  grown  from  the  builder  and 
operator  of  the  nation's  largest  natural 
gas  pipeline  to  a  corporation  with  a 
sound  mixture  of  products  that  touch 
the  lives  of  200  million  Americans. 

We  charted  our  growth  with 
logic.  From  the  beginning  we  made 


the  decision  to  diversify  in  areas  that 
were  compatible  with  our  total 
organization. 

Today  this  pattern  is  evident 
throughout  the  fabric  of  Tenneco.  From 
agriculture  to  land  development,  from 
chemicals  to  packaging,  from  tractors 
to  automotive  equipment,  from  gas 
transmission  to  oil  operations,  from 
construction  machinery  to 
shipbuilding. 

In  short,  Tenneco  has  made 
diversification  work.  Our  revenues  have 
increased  every  single  year.  Now  at 
$2.8  billion— and  building. 
Tenneco  Inc.,  Houston,  Texas  77001. 


BUILDING  BUSINESSES  IS  OUR  BUSINESS. 


MANUFACTUR  INGXDMPANY^ 
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How  the  world^s  smallest  chemical  company  becam 
the  United  States'sixth  largest  international  bank 


Today  it  is  rourine  for  the  representative  of  a  multimillion- 
dollar  corporation  to  walk  into  Chemical  Bank  and  seek  coun- 
seling on  complex  financial  problems. 

How  we  changed  our  formula. 

In  1823  the  routine  was  to  come  to  us  for  a  couple  pounds 
of  palladium  — because  we  began  life  as  the  New  York  Chemical 
Manufacturing  Company.  In  1824  our  corporate  charter  was  re- 
vised to  allow  us  to  handle  bank  transactions.  Our  ability  to  do 
more  for  your  money  soon  established  us  as  a  major  bank,  and 
in  1844,  we  changed  our  name  to  Chemical  Bank  and  ended  all 
interest  in  handling  chemicals. 

How  we  do  more  for  your  money. 

Today,  almost  150  years  later,  we  have  over  $12  billion  in 
total  assets;  offices  .  nd  affiliated  institutions  around  the  world; 
and  we  do  busines;  with  80%  of  the  multinational  companies 
headquartered  both  in  the  United  States  and  throughout  the 
world  that  have  $2  billion  and  over  in  annual  sales. 


Our  world-wide  services  are  so  extensive  that  no  mai 
what  sort  of  operation  your  company  is  undertaking,  or  sho 
be  considering  either  in  the  U.S.  or  internationally,  Chem 
Bank  can  provide  all  the  banking  and  financial  support 
counsel  you  need  — everything  from  routine  banking  and  ti 
cial  services  to  foreign  exchange,  financing  plant  expansion 
the  newest,  most  sophisticated  international  financial  con(.> 

So  to  sum  it  up,  the  reason  the  world's,  smallest  chem 
company  became  a  leader  in  international  banking  is: 
Chemical  Bank,  we  do  more  for  your  money. 

How  to  find  us. 

Main  Office:  New  York.  Branch  Offices:  Brussels,  Frankl 
London,  Paris,Tokyo,  Zurich,  and  Nassau.  Representative  Off 
in  Beirut,  Madrid,  Bogota,  Buenos  Aires,  Caracas,  Rio  de  Jan< 
Sao  Paulo,  Mexico  City,  Hong  Kong,  Manila,  and  Sydney.  < 
respondent  banks  in  over  185  nations. 

Ckmical 

We  do  more  for  your  money. 


Radicals  in  ttie  Boardroom? 


It's  not  a  question  of  conservative  or  liberal  anymore, 
says  a  controversial  Harvard  Business  School  professor 
who  tells  executives  that  they  ought  to  think  like  radicals. 


Radicals?  Businessmen  thinking  like 
radicals?  Well,  not  bomb-making  rad- 
icals or  radicals  ripping  off  Ma  Bell 
or  tr\ing  to  levitate  the  Pentagon. 

"But,"  sa>s  George  Cabot  Lodge  of 
the  Harvard  Business  School,  "busi- 
nessmen should  be  thinking  radically, 
hxiking  to  the  roots  of  things.  From 
the  Latin  root  radix.  Not  Ijeing  afraid 
of  thinking  what  before  was  unthink- 
al>le  for  them." 

Like  what?  Like:  "Property  rights 
cire  l)eing  superseded  today— not  elim- 
inated, but  superseded— by  the  riglit 
to  survive,  the  right  to  income,  the 
right  to  health,  that  sort  of  thing." 
Lodge  is  saying  that  sour  right  to 
enjov  your  propeitv'  is  no  longer  sub- 
ject merely  to  paying  \our  ta.xes  and 
obeying  the  laws.  It  is  subject  as  well 
to  the  needs  of  tlie  people  who  work 
tor  you  and  of  the  entire  communit). 

The  towering  liostoii  Brahmin  (lie's 
the  son  of  Hemy  Cabot  Lodge  and 
he  himself  ran  against  Edward  Ken- 
nedy for  the  Senate  in  1902)  teaches 
a  course  on  Business  &  Ideology.  The 
aim  is  to  help  businessmen  deal  with 
all  the  nes\  problems:  minority  hiring 
and  pollution  and  ecology  and  prod- 
uct (|ualit>  and  even  the  right  to  hire 
antl  fire.  These  are  not  callow  youths 
Lodge  is  trying  to  radicalize.  Theii 
average  age  is  about  -15,  and  they 
are    middle-    to    top-management    ex- 


ecutives, S30,000-a-year  men  and 
50,000-a-year  men.  Regional  direc- 
tor of  a  huge  bank.  A  Marine  Coips 
general.  Research  director  of  a  multi- 
national company.  Students  all  in 
Harvard's  three-moiith-long,  $4,700 
.Advanced  Management  Program. 

Confrovers/o/ 

Does  Lodge  succeed  in  radicaliz- 
ing his  executives?  He  certainly  shakes 
them  up. 

.\niold  Zolm,  president  of  Arno 
Press,  took  the  course  in  the  fall  of 
1971.  Says  Zohn:  "There  was  a  great 
deal  of  antagonism  initially  to  George. 
Some  of  the  fellows  bristled.  One  I 
knew  was  totally  turned  off."  Zohn 
himself?  "I  looked  fonvard  to  getting 
back  to  the  job  to  put  some  of  the.se 
ideas  to  work." 

Irving  M.  Saslaw,  ventme  develop- 
ment manager  for  General  Foods: 
"His  discussion  of  the  Japanese  sitiia- 
ton  vis-a-vis  ours  certainly  suggested 
to  me  that  it  is  business"  job  to  find 
a  wav'  to  work  with,  not  against,  the 
government.  Like  the  Japanese  do." 

Dr.  James  N'ollmer,  manager  of  the 
Advanced  Technology  Laboratories 
of  RCA  Corp.:  "By  the  end  of  the 
class,  George  had  convinced  a  large 
number  of  people  that  the  rules  bv 
which  we  had  pretended  to  live  were 
not  reallv  the  rules  bv  which  the  vast 


majority  of  Americans  were  really  liv- 
ing. If  you  polled  that  class,  you  prob- 
ably would  find  George  Lodge  singled 
out  as  the  man  who  had  the  most  to 
tell  them  in  the  entire  Advanced  Man- 
agement Program. ' 

Charles  L.  Johnston,  vice  president. 
Chase  Manhattan  Bank:  "At  night, 
with  a  few  drinks,  there  were  a  lot 
of  hours  spent  arguing  about  the  cases 
and  about  what  Lodge  said." 

A  Forbes  reporter  sat  through  two 
of  Lodge's  livelier  classes.  Aftei-wards, 
he  commented  to  Lodge:  "In  the 
nuickraking  days  [see  p.  52]  it  was 
enough  for  a  businessman  to  be  a  mild 
liberal  to  be  in  tune  with  the  times. 
You're  saying  that  the  need  today  is 
to  go  much  deeper,  to  question  the 
veiy  basis  of  things.  Why?  Is  the 
threat  to  business  greater  today  than 
it  was  in  1904?  Or  1932?" 

Lodge  thinks  the  situation  is  indeed 
more  perilous  today.  "There  has  been 
this  continuing  breakdown  of  two  ba- 
sic American  ideas:  the  idea  of  indi- 
vidualism, private  property;  and  the 
idea  of  the  limited  role  of  govern- 
ment. What  came  out  of  the  muck- 
raking period  was  a  greater  degree  of 
control  over  business  by  government. 

"What  makes  things  more  compli- 
cated and  difficult  today  is  that  the 
Government  it.self,  the  political  order, 
is  in  trouble.  People  don't  trust  gov- 


"Which  way?"  George  Lodge  poses  his  radical  question  to  Harvard's  AMP  class:  To  proceed  pragmatically  or  to  alter  our  ideology? 
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In  the 

UNION 

PACIFIC 

WEST 

we've  got  the  right 
connections 


Compare  site  statistics— check  out  all 
the  other  claims.  In  the  Union  Pacific 
West  you'll  have  the  railroad  and  a  lot 
more  going  for  you.  Here  is  a  whole 
new  approach  to  working  .  .  .  and 
living.  We  have  detailed  data  sheets 
for  each  area,  or  will  develop  answers 
and  solutions  to  any  specific  problem 
or  question. 

UNION  PACIFIC 

PEOPLE  have  what 

it  takes 

to  supply  you  with 

all  the  answers.  Write 

in  Confidence  to: 

John  W  Godfrey.  Chief  Executive 
Officer,  Land  Division,  Union  Pacific, 
Omaha,  Nebr  68102. 


"Contradictions  have  developed  betv/een  our  ideology  and  pragmatic  pi    git 


eniment  the  way  they  used  to.  This 
means  that  Ijusiness  is  vuhierable  in 
its  own  right  and  has  the  additional 
problem  of  having  to  contribute  to 
the  renovation  of  the  political  order. 

"In  the  muckraking  days,  all  busi- 
ness had  to  do  was  to  learn  to  behave 
itself.  Today  no  one  is  even  sure  what 
behaving  yourself  means." 

That's  what  Lodge  means  by  get- 
ting at  the  root  of  things. 

Lodge  tells  his  students  that,  yes, 
the  business  of  business  is  to  make 
money;  business  by  itself  can't  remake 
the  world.  That  reassures  them. 

Then  he  confuses  the  class  by  say- 
ing, "Ralph  Nader  is  performing  an 
extremely  useful  service  to  the  com- 
munity." \A'hy?  Because  he  throws 
light  on  the  real  problem,  the  basic 
problem,  the  radical  problem.  It  is 
that  the  whole  community,  not  just 
business,  is  trying  to  live  according  to 
an  outdated  ideology. 

Locke's  Ideas 

Ich'ologij?  Americans?  The  most 
pragmatic  people  in  the  world?  Pre- 
cisely, Lodge  says.  Our  ideology  does 
exist,  the  Ijasic  philosophy  from  which 
the  Founding  Fathers  drew  up  the 
Declaration  of  Independence  and  the 
Constitution.  From  it  we  derive  the 
four  ideas  which,  come  havoc  or  high 
water,  Americans  uphold,  sometimes 
to  their  own  detriment.  Those  rights 
are  individualism,  individual  property 
rights,  unhindered  competition  and 
the  limited  role  of  the  state.  These 
ideas— the  ideology— came  to  us  di- 
rectly from  the  philosophical  pen  of 
the  17th  centur\-  English  writer  and 
re\()luti()iuir\  John  Locke. 

Locke,  sa\s  Professor  Lodge,  was 
a    contemporar\     of    social    upheaval 
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singularly  characteristic  of  his  time 
and  place,  and  his  philosophy  is  sim- 
ply not  applicable  to  our  late  20th 
century  existence. 

"If  Locke  were  alive  in  America 
today,  his  ideas  of  individualism,  con- 
sidering all  that  he  would  see  going 
on  around  him,  might  take  the  form 
of  a  right  to  survive,  to  income,  to 
health  in  place  of  the  old  right  to 
property."  With  what  science  has 
learned  about  the  ecological  realities. 
Lodge  suggests,  a  John  Locke  today 
would  not  argue  so  strongly  for  the 
sanctity  of  private  property  and  for 
restricting  the  power  of  government. 
It's  a  different  world.  We're  no  longer 
dealing  with  kings  and  peasants  and  a 
fragile  commercial  class. 

Now  all  this  is  \'ery  abstract,  and 
what  does  it  have  to  do  with  smoke- 
stacks belching  black  smoke,  or  cars 
killing  and  polluting  or  a  business- 
man's right  to  merge  his  business  or 
close  his  factory?  A  great  deal.  Once 
you  concede  that  the  overall  good 
of  the  community  takes  precedence 
over  property  rights,  you  have  basical- 
ly modified  the  concept  of  property 
itself.  "It's  ■  not  that  property  rights 
are  wiped  out,"  Lodge  says,  "it's  just 
that  they  become  less  important  .  .  . 
they  become  more  difficult  to  define. 

"When  we  take  a  look  at  Japan,  a 
country  that  has  a  completely  differ- 
ent ideology,  the  men  really  warm  up 
to  the  discussion,"  Lodge  says,  "be- 
cause here  they  see  a  major  industrial- 
ized state  which,  in  place  of  our  Lock- 
ean  ideas,  puts  an  emphasis  on  coop- 
eration, harmony,  using  the  govern- 
ment as  planner  and  coordinator,  and 
an  elaborate  method  of  consensus- 
seeking  in  business.  Thus  the  Japa- 
nese   are    succeeding    in    many   ways 
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iing  the  way  for  charges  of  hypocrisy." 

a  hell  of  a  lot  l)ettei  than  we  are. " 
In  one  class.  Lodge  suggests  tliat 
a  large  public  utility  company,  \e\\ 
York's  Consolidated  Edison,  nia\  he 
hacking  itself  into  an  operational  cor- 
ner hy  not  coirsidering  a  viable  intro- 
duction of  pui)iic  autlioritv  into  its 
operation.  That  C.ou  Ed  may,  in  his 
words,  "'Ih-  hung  up  by  the  notion  of 
private  propert\."  In  tidying  to  pro- 
vide for  the  future  power  needs  of 
its  service  territory.  Con  Ed  comes 
into  continual  conflict  with  en\iroii- 
mentalists,  government  regulators  and 
others.  To  stimulate  classroom  dis- 
cussion. Lodge  poses  the  (|uestion: 
"Would  it  not  make  more  sense  for 
the  New  York  State  Power  .Authority 
or  a  regional  authorilv  to  he  charged 
with  the  task  of  power  pioduction, 
lea\  ing  to  private  power  companies 
the  distribution  of  power  on  a  de- 
centralized basis?"  The  alternative  to 
accepting  such  a  solution.  Lodge  sug- 
gests, may  be  to  invite  further  op- 
erating chaos  for  the  company. 
•  -At  about  this  point,  the  class  Ix'giiis 
lo  get  agitated.  "Thev  feel  that  they 
are  being  sold  into  socialism  or  some- 
thing," sa\s  Lodge,  "but  then  we  take 
a  look  at  the  case  of  Lockheed,  where 
some  of  the  most  conservative  mem- 
bers of  the  business  community  plead- 
ed with  the  Government  to  intervene 
for  the  very  ((uestionable  salvation  of 
a  so-called  private  corporation."  Amer- 
ican pragmatism  again,  this  time  from 
the  right,  not  from  the  left,  but  all 
the  same  expanding  tlie  role  of  gov- 
eniment.  The  weaknes's  of  not  having 
a  sound  ideological  foundation  for 
making  such  decisions.  Lodge  insists, 
leads  to  confusion  of  purpose,  missed 
opportunities  and  often  fruitless,  quix- 
otic mismanagement. 


Let's  find  the  way 

Do  you  have  complex  financial  problems  requiring 
sophisticated  and  creative  techniques?  We  develop 
financing  arrangements,  such  as  commercial  term  and 
revolving  loans,  rediscounting,  capital  equipment 
financing  and  leasing,  intermediate-term  first  and 
second  mortgages,  construction  loans,  and  standby 
commitments,  that  typically  have  unusual  character- 
istics designed  to  meet  a  borrower's  specific  needs. 
Our  strong  relationships  with  other  major  financial 
institutions  also  enable  us  to  lead,  syndicate  or  par- 
ticipate in  transactions  of  any  size. 

Let's  find  the  way  to  solve  your  financial  problems. 
Write  to  Ford  Motor  Credit  Company,  Commercial, 
Industrial  and  Real  Estate  Financing,  P.O.  Box  1729 
(DF),  Dearborn,Michigan  48121.  Phone  313  337-9634. 
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JUSTERINI 

Foundnt  IT49   » 


History's 
Mystery 


The  origin  of  distilled  whisky 
is  as  lost  in  history  as  is  the 
origin  of  the  wheel.  There  are 
legends  and  tales  and  even  a 
number  of  archaeological  find- 
ings that  we  can  examine. 

But  nothing  conclusive  to 
prove  who  first  put  grain 
through  the  complicated  proc- 
ess which  yields  the  magic 
liquid  that  is  the  mark  of  civil- 
ized people  everywhere. 

Though  it's  well  over  two- 
hundred  years  old  we  do  know 
the  history  of  one  of  the  great 
names  in  distilling.  Justerini  & 
Brooks  was  in  business  three 
decades  before  the  American 
Revolution. 

They  were  already  more  than 
a  hundred  years  old  and  a  tra- 
dition with  Europe's  reigning 
monarchs  when  Charles 
Dickens  began  patronizing  the 
firm  in  the  1860's. 

And  today,  after  another 
hundred  years  have  gone  by 
I&B  produces  one  of  the  most 
respected  beverages  in  the 
world  —  J  &  B  Rare  Scotch. 


B6  P'ool  Blcngeo  Scotch  Whisky  [^  1972  Paddington  Corp.,  N.Y. 


A  dissident  student:  "To  tell  you  the  truth,  I  thought  George  went  too  far." 


He  illustrates  the  latter  by  discuss- 
ing the  development  of  the  skybus 
by  Westinghouse  Electric's  Trans- 
portation division.  "After  a  speech  by 
President  Kennedy  about  how  we  had 
to  work  together  to  do  something  .  .  . 
about  such  issues  as  urban  decay, 
traffic  congestion  and  so  on,  Westing- 
house  went  off  on  its  own  and  did 
something,  their  transit  expressway 
thing,  and  lost  a  lot  of  money  by  vir- 
tue of  their  mistake."  Their  mistake? 
"Assuming  an  ideological  context  that 
just  wasn't  there,"  says  Lodge. 

The  point  is  that  while  vei-y  possibly 
that  context  should  have  been  there, 
businessmen  will  only  make  things 
worse  in  the  meantime  by  charging 
into  the  breach  alone.  "The  first  re- 
sponsibility of  business  is  to  obey  the 
law,"  states  Lodge  firmly,  "and  if  after 
doing  that  you  look  around  and  see 
the  community  in  chaos— crime  in  the 
streets,  lower  worker  motivation,  com- 
bined with  all  these  environmental 
problems  besetting  us— then  you  have 
to  consider  how  the  political  process 
must  be  renovated."  If  there  is  no  law 
to  obey  in  some  cases?  "Then  go  out 
and  in\'ite  one.  The  most  successful 
businesses  and  the  ones  that  have 
been  most  careful  about  air  pollution 
are  eager  for  legislation  which  would 
impose  standardized  requirements  on 
all  of  them." 

Lodge  is  emphatic  that  his  Busi- 
ness &  Ideology  course  is  not  a  class 
in  morals  or  ethics.  "We're  talking 
about  the  bottom  line,"  he  sa\s.  "real 
hard  tilings  to  these  fellows." 

The  class  examines  the  inxostigation 
1)\  tlie  British  Monopolies  Commission 
into  the  advertising  practices  of  Proc- 
ter &  Gamble  and  Unilever  in  Britain. 
The  Monopolies  Commission,  with 
limited  powers  of  enforcement,  recom- 
mended that  both  companies  reduce 
their  advertising  budgets,  suggesting 
that  the  extra  costs  were  being 
charged  to  the  consumer  and  were 
sliHing  competition.  Lodge  makes  it 
clear  that  here  was  a  situation  de- 
pendent upon  a  cultural  context  dif- 
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ferent  from  ours,  what  with  the  lim- 
ited English  experience  with  television 
advertising  and  theii'  traditional  high 
regard  for  government.  But  he  does 
argue  that  this  is  an  example  of  how 
the  apparent  needs  of  the  communit\' 
can  be  seen  as  conflicting  with  the 
traditional  idea  of  letting  the  con- 
sumer decide. 

Coincidentally,  one  of  the  students 
is  the  marketing  manager  of  Unilever 
and  was  directly  involved  in  the  case. 
The  debate  is  often  heated  and  in- 
tense, much  of  it  directed  at  the  Brit- 
ish executive  who  stoutly  defends  his 
company's  policies  at  that  time.  There 
are  some  demands,  mostly  from  Ameri- 
cans unfamiliar  with  the  English  sys- 
tem, that  the  two  companies  take 
their  case  to  the  House  of  Lords.  But 
the  majority  view  seems  to  accept 
the  judgment  of  the  Monopolies  Com- 
mission's stand,  advocating  at  least 
some  compromise.  (On  the  basis  of 
the  Monopolies  Commission's  report, 
the  more  powerful  Board  of  Trade  rec- 
onmiended  that  P&G  and  Unilever 
reduce  advertising  and  cut  prices  ac- 
coidingly.  Rather  than  take  their  case 
to  the  House  of  Lords,  P&G  compro- 
mised with  the  authorities,  making 
the  cuts  on  three  products.) 

Both  in  class  and  out.  Lodge  stout- 
ly denies  that  he  advocates  any  par- 
ticular ideologv',  socialist  or  other\vi.se 
— tliougli  some  of  his  points  may  sound 
suspiciously  socialistic  to  some  busi- 
nessmen. What  he  is  trying  to  do,  he 
sav  s,  is  to  help  close  the  gap  between 
what  we  tend  to  do  and  what  we 
tend  to  helicvr  in.  "You  find  Nixon 
doing  a  lot  of  anti-Lockean  things 
in  the  new  economic  game  plan,  but 
at  the  end  of  the  speech  he  calls  up 
all  the  Lockean  myths  to  make  the 
move  legitimate.  That's  confusing. 

"The  new  ideas  are  all  around  us: 
harmonv  between  man  and  nature; 
individual  lulfillment  as  part  of  an 
organic  process;  a  right  to  survival 
and  income;  a  sharp  distinction  be- 
tween consumer  desires  and  communi- 
tv'  needs;  the  role  of  the  state  as  vi- 
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sioii-setter  and  plaiuiei.  Tliink,  for 
example,  of  ecology.  The  importance 
i)t  ecologN  is  not  onK  that  it  has  made 
us  aware  of  the  fragihty  of  the  bio- 
!i)i;ical  support  s\stem  upon  which 
life  on  the  earth  depends,  but  that  it 
has  dramatized  as  no  bocK  of  knowl- 
edge has  before  that  e\er>thing  is  re- 
lated to  e%er\thing  else.  It  deals  a 
body  blow  to  the  indi\idualistic,  atom- 
istic \iew  of  man  espoused  by  Hobbes 
and  LcK-ke  and  on  which  our  old 
ideology  was  based. 

"It's  not  my  ideas  that  are  impor- 
tant," Lodge  sa\s.  The  point  is  I  see 
a  process  under  way,  and  I'm  trying 
to  (.iariis    the  process.  The  clearer  we 


aic  about  how  we  are  moving,  the 
better  we  can  mo\e.  VV'e  can  make 
whatever  transition  in  our  ideology 
Is  deemed  necessary  in  a  more  hu- 
iiiane,  relatively    peaceful  fashon. 

"I'm  not  try  iug  to  change  the  world. 
I'm  just  trying  to  send  my  classes 
hack  to  their  business  responsibilities 
better  able  to  inspect  the  processes 
in  which  they  arc  expected  to  make 
decisions.  " 

Is  he  succeeding?  I'"()HHES  inter- 
\  ievved  a  score  of  former  Lodge  stu- 
dents, most  of  tliem  on  the  vice-presi- 
dential le\el.  Had  they  made  any  de- 
cisions based  on  this  new  understand- 
ing"? The  almost  unanimous  answer 
was:  Xo,  i)ut  ....  "The  kind  of  deci- 
sion-making situations  Lodge  talks 
about  don't  occur  every  day,"  said 
one,  "but  in  the  future  I  fully  expect 
to  implement  some  of  die  things  we 
talked  about  in  his  class." 

■'Lodge, "  said  another  former  stu- 
dent now  a  vice  president  of  a  large 
bank,  "'stretched  a  lot  of  minds."   ■ 


ANYPLACE 
BIG  ENOUGH 
TO  LAUNCH 
MY  SHIP? 


m: 


Knoxvllle  IS  a  wonderland  of  lakes  and  outdoor  recreation.  Thousands  of  miles  of 
shoreline  beckon.  A  place  to  work  and  play  in  perfect  contentment.  Excellent 
vocational    and    higher    educational    facilities     Five    industrial    parks.    Economical 

land,  water  and  electricity 
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TO  PICK  UP  A  VOLVO  IN  FAR-AWAY 
EUROPE.  START  HERE. 

Mail  us  this 
coupon  and  wel  I 
tell  you  how 
easy  it  is  to  buy 
aVolvo  in  Europe. 


Tourist  Delivery  Sales,  Dept.  FOR-721 

Volvo,  Inc..  Rockleigh.  New  Jersey,  U.S.A.  07647 

Name 


Address. 
City 


State. 


.Zip. 


A/'OIJVO    L 
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what  kind  of  banker  carries  the 
Southeast  in  his  briefcase? 

A  C&S  banker.  Who  can  offer  you  the  best 
coverage  in  a  lock  box  program  for  that  fast-growing  area. 

It's  simply  a  matter  of  our  geography  and 
banking  ability: 

We're  one  of  the  largest  banks  in  the  Southeast— 
located  all  over  Georgia  and  headquartered  in  Atlanta— its 
transportation  hub. 

And  we  have  500  direct  send  points,  which  enable 
us  to  collect  over  1,400,000  items  per  month. 

So  our  lock  box  program  is 
fast  and  efficient. 

It's  also  accurate.  We 
averaged  only  1  error  in 
every  46,922  items  processed! 

Let  any  bank  beat  that! 

But  talk  is  cheap. 
We'll  perform  a  complete 
cash  mobilization 
study  of  your  Southeastern 
remittances— and  we'll 
level  with  you  if  we  can't 
do  a  better  job  than  you're 
getting  now. 

Call  us  and  see. 
East  of  the  Mississippi  it's  Robert  B.  Rivers  in 
New  York  (212)  753-1880  or  Kirk  R  Lynn  in  Atlanta  (404) 
588-2253.  West  of  the  Mississippi, Herb  Falkenberg  in  Los  Angeles 
(213)  388-2359  or  Peter  Isop  in  Atlanta  (404)  588-2275. For  the  Chicago 
area,  John  Hughes  ( 312 )  329-9696. 

Let  us  show  what  we  can  do  for  you ...  in  the  Southeast. 


CgS 


The  Citizens  &  Southern  Banks  in  Georgia 


The  Money  Men 


What  Chance  for  the  Average  Investor? 


Definition  of  a  new  conservative: 
a  liberal  who  just  got  mugged. 
Definition  of  a  newly  conservative 
mone\  manager:  a  performance 
type  who  got  mangled  in  1970. 

Isn't  it  remarkable  how  many 
money  managers  talk  about  risks 
as  well  as  about  rewards  these 
days?  We  recently  interviewed  the 
top  men  at  Wellington  Manage- 
ment, whose  Boston-based  Ivest 
Fund  is  one  of  the  performance 
pacesetters  for  the  S2.6-billion  Wel- 
lington Group  of  Philadelphia. 
Ivest  is  a  S375-million  fund  that 
aims  for  performance.  It  is  nan  by 
two  youngish  men,  David  Scudder. 
36,  St.  Mark's  and  Harvard,  with 
a  brokerage  background,  and  Wil- 
liam Hicks,  35,  a  Mississippian, 
Wharton,  a  long-time  Wellington 
man.  They  took  over  in  1969. 

How,  in  the  light  of  the  new 
conservatism  in  the  fund  business, 
do  they  run  their  fund? 

"We're  an  aggressive  fund,  but 
we  don't  consider  ourselves  a  spec- 
ulative fund, "  says  Dave  Scudder, 
reflecting  the  new  conservatism.  "I 
think  there  is  a  real  and  very  ba- 
sic difference  between  these  two 
words.  I  would  define  aggressive  as 
taking  sensible  risks  to  try  to  get 
above-average  results."  The  record 
indicates  Ivest  has  come  reason- 
ably close  to  realizing  its  objective. 
It  rated  A  in  up  markets  and  C 
in  down  markets  in  Forbes'  latest 
Mutual  Fund  Survey. 

The  trouble  is,  however,  that 
even  well-run  funds  like  Ivest 
haven't  had  an  exciting  story  to 
tell  lately.  Since  Hicks  and  Scudder 
took  over  the  portfolio  in  1969, 
the  fund  has  gained  on  average 
about  1%  through  1971,  plus  14.6% 
to  date  in  1972.  Add  to  this  the 
tiny  (about  1.2%)  yearly  return 
from  dividends  in  each  of  three 
years.  Is  that  performance?  Well, 
it  would  have  kept  up  with  infla- 
tion. That  certainly  rates  as  pres- 
ei-vation  of  capital,  but  if  you  fig- 
ure in  the  loading  charge,  it's 
nothing  sensational. 

"Remember,"  says  Hicks,  "the 
Dow  was  down  5.7%  in  the  three 
years  and  the  average  growth  fund 
was  down  13.8%.  The  investor  in 
mutual  funds  cannot  expect  a  fund 
just  to  mn  completely  contrary  to 
the  overall  market  cycles.  You  are 
a  victim— if  you  will,  a  participant 


—in  the  market  cycle.  What  we 
tr\'  to  do  is  beat  the  averages  in 
an  up  market  and  hold  our  own 
in  a  down  market." 

But  does  this  kind  of  perfor- 
mance justify  8.5%  loading  charges 
and  substantial  management  fees 
and  incentive  compensation  for 
management?  Random-walk  theo- 
rists would  argue  it  does  not.  Scud- 
der and  Hicks  see  it  differently,  and 
they  make  a  good  case. 

They  begin  by  pointing  out  that 


of  hundreds  of  thousands  of  indi- 
vidual investors  slowly  making  in- 
dividual decisions,  you've  got  a  few 
hundred  giant  ones,  and  when 
they  swing,  they  cixish  anything  in 
their  path.  This  means  it  isn't 
enough  just  to  be  early;  you  have 
to  be  first  in  or  out,  or  close  to  it. 
No  counting  on  brokers  or  Wall 
Street  contacts  here,  because  the 
Street  has  more  than  one  client  to 
sei-ve,  and  you  may  not  be  the  big- 
gest or  the  best.  Hence  rely  on 
your  own  judgment.  The  slower 
professionals  are  left  holding  the 
bag.    Individual   investors   end   up 


Hicks  and  Scudder  of  Ivest  fvsnd 


the  stock  market  is  a  faster  and 
more  dangerous  game  than  in  the 
past.  Stocks  travel  fast.  They  fluc- 
tuate violently.  A  major  move  in 
a  stock  is  sometimes  over  before 
most  investors  are  aware  it  has  be- 
gun, and  it  may  be  days,  if  ever, 
before  they  find  out  what— if  any- 
thing—caused the  move. 

"Think  of  tiie  fact,"  says  Dave 
Scudder,  "that  there  are  over  570 
funds  now  outstanding.  You've  got 
a  highly  competitive  atmosphere. 
There  are  in  the  Arthur  Lipper 
sheets  at  least  50  growth  stock 
funds  alone  of  $100  million,  and 
these  are  our  direct  competition— 
50  of  them.  When  you're  compet- 
ing against  that  size,  it's  a  tremen- 
dous advantage  to  have  a  little 
edge  in  teiTns  of  timing.  The  way 
you  get  that  timing  edge  is  very 
basically  relying  on  your  own  in- 
ternal research." 

To  put  it  very  bluntly,   instead 


as   stuckholders,   not   stockholders. 

"We  can,"  says  Scudder,  "react 
in  a  period  of  ten  minutes,  really, 
or  five— once  we  come  to  the  idea 
of  what  we  want  to  do.  But  a  lot 
has  to  go  on  before  you  get  the 
confidence  to  act  that  fast. " 

It  is  in  the  "what  goes  on  be- 
fore" where  Scudder  and  Hicks 
claim  the  good  fund  manager  earns 
his  bread.  Let's  suppo.se  some  bad 
news  comes  out  on  a  company  in 
the  portfolio— maybe  it's  only  a  vm- 
mor.  How  quickly  can  you  check 
it  out?  How  well  equipped  are  you 
to  evaluate  the  report?  Unless 
you're  very  well  equipped  on  both 
scores.  Hicks  and  Scudder  say, 
you're  doomed  to  mediocrity  or 
failure  in  today's  market. 

"Suppose,"  Scudder  goes  on, 
"you  see  something  on  the  tape,  a 
negative  earnings  report,  say.  You 
contact  the  company.  Fast.  You 
decide  whether  the  shortfall  is  just 
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The  Money  Men 


short  term,  or  whether  something 
went  wrong.  Maybe  a  new  product 
you  counted  on  isn't  selHng,  or  it 
doesn't  work.  We  don't  just  con- 
tact the  company  in  this  case;  we 
contact  the  trade,  the  competition, 
too,  but  we  feel  it's  vei-y  important 
to  contact  the  company. 

"Once  we  decide  somethitig  is 
wrong,  we  can  move  within  15  to 
20  minutes  of  seeing  the  item  on 
the  tape."  Thus  Scudder  and  Hicks 
would  hope  to  be  out  before  most 
stockholders  had  ever  seen  the  item 
in  the  morning  paper.  The  stock 
market  Hicks  and  Scudder  talk  of 
is  no  longer  the  game  it  once  was 
for  talented  amateurs  or  well-con- 
nected gentlemen. 

"A  good  money  manager  can't 
just  depend  on  what  other  people 
tell  him.  He  must  be  convinced 
himself.  He  has  got  to  get  out  in 
the  field.  Bill  and  I  each  try  to 
get  out  in  the  field  at  least  once 
eveiy  month  to  six  weeks.  Talk  to 
at  least  one  company  in  depth,  in 
detail.  Not  just  a  half  hour,  but 
really  get  to  know  the  companies. 
Get  your  thoughts  and  obsei^va- 
tions  down  on  paper.  Until  it's  on 
paper  you  don't  really  know. " 

Scudder  says  this  kind  of  direct 
knowledge  gives  the  manager  the 
confidence  he  needs  to  stand  by 
his  judgments.  "Think,"  he  says, 
"of  the  summer  of  1970  when  the 
market  looked  godawful  and  things 
were  falling  out  of  bed.  We  liad 
our  models  set  up  on  companies, 
detailed  descriptions  on  a  quarter- 
l)y-quarter  basis  for  the  ne.xt  12 
months  on  what  they  should  be 
doing.  We  made  calls  to  many  of 
tliese  companies  and  found  out 
that  they  were  doing  what  om 
models  said  the\'  should.  So  we 
were  ai)Ie  to  go  right  in  there  and 
l)u\  the  stocks  at  that  time." 

We  asked  to  hear  more  about 
hest's  "models."  Scudder: 

"Basically,  they  are  what  you 
would  call  a  forecast.  A  lot  of  de- 
tails, you  know,  about  wliere  the 
sales  are  coming  from,  what  the 
price  changes  are  and  .so  on."  Bill 
Hicks  elaborated:  "We  follow  up 
these  models,  we  follow  tliem  up 
(luarterly,  sometimes  with  personal 
visits.  Maybe  the  sales  come  out  a 
little  low,  but  the  profits  are  right 
on  target.  That's  all  right,  but  we 
want  to  know." 

We  intermpted  to  ask  Hicks  and 
Scudder  a  (luestion:  You  talk  of 
earnings.  Are  earnings  and  earnings 


alone  the  name  of  the  stock  mar- 
ket game  these  days? 

Hicks:  "If  you  had  to  say  one 
thing,  it  would  be  the  trend  of 
earnings  and  especially  the  trend 
over  a  longer  period  of  time. "  Scud- 
der added : 

"And  the  trend  of  psychology. 
The  primaiy  factors  are  two:  Earn- 
ings and  the  rate  of  earnings 
growth  is  one;  the  other  is  psychol- 
ogy, the  psychology  applied  to  the 
earnings— in  short,  the  earnings 
multiple.  That's  what  you've  con- 
stantly got  to  be  judging.  Not  only 
the  rate  of  earnings,  but  how  those 
earnings   are   going   to   be   valued. 


You've  got  to  make  constant  judg- 
ments and  valuations  as  to  how 
other  people  are  going  to  look  at 
those  earnings." 

Talking  about  psychology,  we 
asked  whether  some  of  today's 
P/ E  latios  weren't  a  bit  patholog- 
ical, tho,se  40,  50,  60  times  kind 
of  things.  Hicks  took  this  cjuestion: 

"Well,  you'll  find  in  our  port- 
Folio  we  ha\e  deemphasized  the 
large,  very  well-known  growth 
companies.  At  this  point  in  time, 
tlie\-  comprise  only  about  18%  of 
the  portfolio.  I'm  talking  about  the 
IBMs,  the  Xeroxes,  the  J&Js  and 
so  forth.  We  feel  that  those  stocks 
are  actualK'  ver\'  well  priced,  in 
fact  overpriced  in  many  eases,  in 
the  current  marketplace. 

"Instead,  we  have  emphasized 
more  of  the  specialty  medium-sized 
growers.  Here  we  tr\  to  differen- 
tiate ourseUes  in  the  research  ef- 
fort. These  now  comprise  most  of 


the  54%  core  holdings  of  our  port- 
folio." Which  stocks  is  Hicks  talk- 
ing about?  Bandag,  Inc.,  Saga  Ad- 
ministrative Corp.,  White  Cross 
Stores,  Colonial  Penn  Group,  ERG 
Corp.,  General  Reinsurance  Corp., 
SEDCO  Inc.,  Medtronic,  Inc., 
Pennzoil,  Offshore  Gas  Operators. 

It's  interesting  how  little  talk 
there  is  of  "intuition"  or  of  "gut 
feel"  or  of  "inspiration"  around 
Ivest.  The  emphasis  is  on  system: 
a  fast  and  thorough  flow  of  infor- 
mation speedily  and  intelligently 
acted  upon.  Nicholas  Thorndike, 
who  as  chairman  of  Wellington 
Management  is  Hicks'  and  Scud- 
der's  boss,  says:  "Money  manage- 
ment in  the  Sixties  was  character- 
ized by  superstars.  The  Seventies 
will  be  characterized  by  institutions 
which  retain  good  people  and  use 
size  advantageously."  Such  is  Ivest 's 
confidence  in  the  quality  of  its  in- 
formation that  it  does  not  require 
both  money  managers  to  concur  in 
a  decision;  in  the  absence  of  one, 
the  other  can  arrive  at  and  cany 
out  a  buy  or  sell  decision.  "It's  a 
unique  system,"  says  Hicks.  "I  don't 
know  if  any  other  fund  is  run  this 
way.  Either  of  us  can  make  the 
decision  to  buy  or  sell." 

Ivest  had  one  poor  year,  in  1968. 
Thorndike  and  his  partners,  Robert 
Doran,  Stephen  Paine  and  George 
Lewis,  had  just  merged  with  Wel- 
lington. They  found  themselves 
spending  so  much  time  on  the 
merger  they  couldn't  manage  the 
Ivest  money  properly.  They  brought 
in  Hicks  and  Scudder.  Since  then 
Ivest  has  beaten  the  averages  two 
out  of  the  three  years,  1970  being 
tiie  exception.  Last  year  they  turned 
a  gain  of  nearly  22%,  almost  twice 
as  good  as  the  S'&P  500. 

Yet,  they  are  far  from  making 
their  long-term  goal  of  15%  a  year 
on  axerage.  In  today's  markets,  it's 
a  lair  ([uestion  whether  anybody 
can  make  a  1.5%  goal  consistently. 
The  game  today  is  not  being  played 
against  a  mass  of  individuals  ar- 
riving at  diverse  decisions  at  di- 
\er.se  times  and  places.  It's  played 
against  a  few  dozen  other  profes- 
sional teams,  smart,  well-informed 
and  aggressive.  You've  got  to  be 
terribly  good  to  play  in  this  league. 
Does  the  general  public  even  have 
a  chance?  "I  don't  think  so,"  says 
Hicks.  "The  public  does  not  have 
the  staff,  the  expertise,  information 
or  time  to  follow  companies  and 
make  quick  decisions."  ■ 
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[f  you  see  us  only  as  leasing  experts. 


iii-SW,  ,4rV  iy 


^1^^ 


Look  again. 


Your  immediate  problem  may  be  providing 
corporate  transportation.  So  you  look  at  us  as 
the  lessor  of  cars  and  trucks.  Even  airplanes. 

But  tomorrow  your  problems  may  be 
diiferent.  So  you'll  look  at  us  differently.  You'll 
see  us  as  a  way  to  provide  working  capital.  Or  a 
way  to  collect  your  accounts  receivable.  Or  a 
way  to  finance  your  equipment. 

Our  business  is  helping  your  business.  With 
business  services  tailored  to  your  business  needs. 


For  more  information  contact:  Ronald  J. 
Monark,  Director  of  Marketing,  Commercial 
Credit  Business  Services,  300  St.  Paul  Place, 
Baltimore,  Maryland  21202. 

Call  us  coUect  (301)  685-7097. 

^.Commercial  Credit 

Business  Services:  business  loans/factoring/credit  insurance/ 
equipment,  vehicle  &  aircraft  leasing  and  financing/ 
rediscounting/venture  capital/real  estate 


'1^  were 

getting  fnigh^y  sick  of 

reconstruction.' 


I 


I  "Our  old  home  place,  Big  Oaks,  was  just  plain  falling  apart"  so  says 
Mr.  Jefferson  Stewart,  of  Bitter  Bayou,  Louisiana.  "What  with  the 
termites  getting  at  the  big  porch,  and  the  heat  and  humidity  taking 
the  paint  off  every  few  years,  the  cost  of  keeping  it  up  was  something 

1  fierce.  When  that  northern  fellow  offered  to  take  the  old  place  off 
our  hands,  we  just  jumped  at  the  chance. 

"Now  we've  got  Litde  Big  Oaks.  A  nice,  comfortable,  modem 
mobile  home.  With  that  aluminum  siding,  I  just  don't  worry 
about  painting  anymore.  And  that  goes  for  our  aluminum 
verandah,  too.  Which  leaves  my  wdfe  and  me  more  money  for 
.  easy  living  than  ever  before'.' 

Alcan  Aluminum  has  spun  this  little  tale  to  make  a  couple  of  points. 

One:  Mobile  homes  are  increasingly  the  most  economical  solution  to 
ii  the  housing  needs  of  all  sorts  of  Americans.  Two:  No  other  aluminum 
'  company  understands  the  mobile-home  owner  better  than  Alcan. 

Because  Alcan  has  pioneered  in  supplying  aluminum  to  the 

manufacturers  and  in  developing  the  accessories  that  make  mobile 

homes  more  livable  and  more  attractive. 

But  back  to  Mr.  Stewart.  "Used  to  be,  we  were  sort  of  tied  dowai. 
But  now,  if  my  wdfe  and  I  ever  decide  to  move  some  place  up 
north— like  Natchez— we  can  just  take  Little  Big  Oaks  along  wdth  us. 
And  like  I  said,  that's  a  new  kind  of  easy  living'.' 

Alcan  is  an  important,  modernizing  force  in  mobile  homes.  But  find 
out  what  else  Alcan  is  up  to.  In  the  United  States,  in  Canada  and  in 
more  than  100  other  countries.  Write  for  our  booklet, 
"Introducing  Alcan'.'  Address :  J|| 

Alcan  Aluminum  Corporation,  .^■x 

100  Erieview  Plaza,  Cleveland,  Ohio  44114.  >^lcan" 


Alcan.  The  alumintuii  compan3^. 


Luxurious  Caprice.  A  new  kind  of  family  car. 


There  was  a  time  when  an  automobile  like  this  was 
beyond  the  reach  of  most  families. 

A  motorcar  with  exceptionally  beautiful  upholstery. 
Sofa-like  seats  with  foam  cushioning.  Plush  carpeting, 
and  other  touches  of  elegance. 

Well  equipped. 

With  all  the  modern  conveniences  that  make 
driving  easy  and  pleasant.  Like  power  front  disc 
brakes.  Power  steering.  A  Turbo  Hydra-matic 
transmission.  Features  you  expect  on  a  luxury  car. 

If  you,  like  most  Caprice  owners,  choose  a  car  like 
this  for  traveling  over  big  slices  of  America,  the  rewards 
in  highway  comfort  are  considerable. 

Quiet. 

Caprice  has  a  flow-through  power  ventilation  system, 
enabling  you  to  bring  in  outside  air  without  having  to 


Caprice  Coupe  at  the  old  city  gates  in  the  oldest  city  in  America,  St.  Augustine,  Florida. 


open  a  window  to  outside  noise.  And  a  double  steel  i 
that's  not  only  strong,  but  quiet,  because  it  has  an 
acoustical  inner  lining. 

Rides  beautifully. 

We  think  Caprice  rides  about  as  smoothly  and 
serenely  as  any  car.  For  on  top  of  our  superb  Full 
Coil  suspension  we've  added  a  considerable  amount 
extra  Caprice  insulation.  In  the  roof,  between  the 
back  seat  and  trunk,  under  the  floor,  under  the  hod 

You  certainly  can  be  justly  proud  of  the  appea 
of  Caprice.  Which  can  also  be  a  comfort.  For 
when  your  travels  take  you  to  elegant  places,  like 
St.  Augustine,  you'll  be  surrounded  by  some  elegant 

Extraordinary  cars. 

Luxurious  cars.  Cars  that 
anybody  would  be  proud  to  own. 

Cars  like  Caprice. 


Chevrolet 


There's  so  much  to  see,  make  sure  you're  around  to  see  it.  Buckle  up. 


The  Top  100 


Which  companies  have  climbed  to  the  top  of  the  heap  in  American  busi- 
ness? And  what,  in  the  judgment  of  Forbes'  editors,  are  their  prospects? 


In  this  issue  you  will  find  out 
which  are  the  500  largest  U.S.  com- 
panies in  re\enues,  iii  total  assets,  in 
net  profits  and  in  stock  market  val- 
ue. The  real  giants  of  American 
business— the  General  Motors,  the 
.\T&Ts  and  the  Standard  Oils-show 
up  at  the  top  of  each  list.  But  many 
other  companies  stand  high  on  onl\ 
one  or  two  lists.  Near  the  top  of  the 
assets  rankings,  for  example,  are  a 
lot  of  banks  and  public  utility  com- 
panies. But  because  of  the  nature 
of  (heir  businesses,  the\  rank  much 
louer  in  revenues  and  profits. 

Which   are   the  top   U.S.   compa- 


nies overall?  Which  companies  ha\e 
amassed  huge  asset  totals  and  at 
the  same  time  have  managed  to 
nurse  from  them  equalK  large  re\- 
enues  and,  most  important  of  all, 
net  profits?  To  find  out,  we  asked 
our  statistical  staff  to  come  up  with 
a  list  of  the  100  companies  that 
ranked  highest  in  revenues  but  that 
at  the  same  time  were  in  the  top 
half  of  the  Forbes  500  rankings  in 
net  profits  and  assets.  These  100 
companies,  listed  below,  are  analyzed 
in  profiles  on  the  following  pages. 

Some    pretty    large    outfits    didn't 
make    our    list.    A&P,    for    example. 

How  They've  Done  in  the  Market 


Company 


has  2/2  times  more  sales  than  an- 
other retail  company.  Federated  De- 
partment Stores.  But  its  poor  profits 
kept  it  oft  our  list  while  ably  man- 
aged Federated  qualified  easily.  Low 
profits  were  the  main  bar  to  such 
giants  as  Celanese,  National  Cash 
Register  and   United  Aircraft. 

In  the  analyses  that  follow,  we 
have  tried  to  answer  the  question: 
How  are  these  100  companies  doing 
now?  Are  they  soundly  managed? 
What  are  their  future  prospects? 
These  are  judgments,  admittedly, 
but  judgments  rooted  firmly  in  the 
facts  and  figures. 


Market  Performance 

Recent 

1968  High  to 

1970  Low 

Company 

Price 

1970  Low 

to  Present 

Aetna  Life  &  Casualty 

68V4 

—45.6 

4-107.6 

Allied  Chemical 

335/8 

—62.5 

-1-108.5 

Aluminum  Co.  of  America 

533/4 

—42.3 

-1-    144 

Amerada  Hess 

46 '/4 

—67.5' 

-H43.4 

American  Brands 

46 

—29.1 

+   55.9 

American  Can 

32'/4 

-41.9 

—     5.2 

American  Cyanamid 

36'/8 

—38.2 

+   72.0 

American  Express 

51'/4 

—38.6 

-f  208.7 

American  Tel.  &  Tel. 

43 

—308 

-1-     6.5 

Armco  Steel 

22'/, 

—366 

+   17.2 

Atlantic  Rictifield 

65'/2 

—65.6 

+   45.9 

BanKAmerica  Corp. 

42'/, 

—37.6 

+   76.8 

Beneficial  Corp. 

47y8 

—45.4 

-H29  5 

Bethlehem  Steel 

33 '/2 

—43.1 

+   718 

Borden 

28V4 

—540 

-f-   62.6 

Burlington  Inds. 

37 

—37.1 

+   14.7 

Caterpillar  Tractor 

54 '/8 

—382 

+  82  9 

Champion  Internationalf 

26 '/8 

—48.8 

+   25.7 

Chase  Manhattan 

57'/, 

—39.5 

-1-   52.3 

Chrysler 

35 

—663 

+  42.9 

Cities  Senfice 

39 '/4 

—59.8 

+    154 

City  Investing 

20 

—73.2 

«  -1-  90.5 

CNA  Financial 

263/4 

—65.2 

-1-154.8 

Commonwealth  Edison 

35 

-45.4 

+   24  5 

Connecticut  General 

28 

—30.7 

—  30.0 

Consolidated  Edison 

253/4 

—38.3 

+   17.0 

Continental  Can 

32 

—27.0 

—     7.9 

Continental  Corp. 

4474 

—58.2 

-f   77.0 

Continental  Oil 

263/8 

—51.7 

-1-  32  7 

Deere 

62% 

—53.6 

+  126.7 

Dow  Chemical 

93 

—33.0 

+  137.7 

E.  1.  du  Pont 

1675/8 

—47.9 

+  81.2 

Eastman  Kodak 

1173/8 

—35.9 

+  103.7 

El  Paso  Natural  Gas 

1778 

—43.3 

+  21.2 

Fed.  Natl.  Mortgage  Assn. 

24V4 

—28.2 

+  218.0 

Federated  Dept.  Stores 

55'/8 

-40.4 

+  118.3 

Firestone 

26y2 

—45.0 

+   514 

First  National  City 

57'/4 

—34.8 

+  108.2 

Ford  Motor 

715/8 

—38.4 

+  92.9 

General  Electric 

665/8 

—39.9 

+  121.2 

General  Foods 

27'/8 

—29.1 

—  16.2 

General  Motors 

81  Vz 

—33.8 

+  37.0 

General  Tel.  &  Electronics 

2878 

—55.9 

+  40.0 

Georgia-Pacific 

471/8 

-216 

+  28.2 

Getty  Oil 

72 

—66.9 

+  96  6 

Goodyear 

32% 

—32.8. 

+  56  5 

W.  R.  Grace 

26% 

—61.2 

+  28.3 

Gulf  &  Western 

4IV4 

—85.2 

+334.2 

Gulf  Oil 

25% 

—54.7 

+   16.7 

Honeywell 

1453/4 

—53.1 

+  122.1 

•1969  high.        tFormerly  US 

Plywood-Champion  Papers. 

Market  Performance 

Recent  1968  Hi;h  to  1970  Low 

Price  1970  Low  to  Present 


Household  Finance  551/2  — 39.1 

INA  Corp.  52i/«  —59.1 

Inland  Steel  351/2  —44.2 

Intl.  Business  Machines     381  — 41.7 

Intl.  Harvester  301/4  —43.2 

Intl.  Paper  383/4  —29.5 

Intl.  Tel.  &  Tel.  55i/8  —51.2 

Intl.  Utilities  495/8  —64.0 

Kennecott  Copper  253^  — 32.7 

Litton  Industries  H'/g  —84.7 


Marathon  Oil  29  —65.2 

Marcor  SOVg  —38.7 

McDonnell  Douglas  41 3/4  —78.2 

Minnesota  Mining  &  Mfg.  1405/g  —40.7 

Mobil  Oil  50'/4  —43.8 

Monsanto  533/8  —54.3 

National  Steel  423/4  —36.6 

Norfolk  &  Western  79  —58.0 

North  American  Rockwell  31 3^  — 66.0 

Owens-Illinois 51% -53.9 

Pacific  Gas  &  Electric  28I/2  —42.1 

J.  C.  Penney  7578  —274 

Philip  Morris  92  —18.2 

Phillips  Petroleum  293/4  —48.6 

PPG  Industries  4978  —535 

Procter  &  Gamble  9I1/2  —20.2 

RCA  393/4  —67.1 

R.  J.  Reynolds  Inds.  761/4  —29.0 

Sears,  Roebuck  lUs/g  —29.4 

Shell  Oil 45% —53.5 

Singer  901/2  —40.1 

Southern  Pacific  491/2  —56.3 

Sperry  Rand  345/8  —70.5 

Standard  Oil  (Calif.)  5578  —48.1 

Standard  Oil  (Indiana)  641/2  —48.2 

Standard  Oil  (NJ)  JV/s  —414 

Standard  Oil  (Ohio)  861/2  —32.8 

Sun  Oil  47I/4  —49.6 

Tenneco  255/8  — 46.6 

Texaco  31 1/4  —46.7 


Transamerica 

Travelers 

Union  Carbide 

Union  Oil 

Uniroyal 

U.  S.  Steel 

Westinghouse 

Weyerhaeuser 

F.  W.  Woolworth 

Xerox 


22% 
4578 
471/2 
2978 
I81/2 
33 
531/4 
50% 
391/8 
1371/2 


—72.9 
—32.2 
—41.2 
—66.3 
—63.4 
—38.2 
—32.6 
—22.5 
—33.0 
—40.4 


+  86.6 
+  134.8 
+  56.0 
+  74.2 
+  37.5 
+  36.6 
+  80.7 
+  168.2 
—  24.3 
+   18.1 

+  44T 
+  650 
+  221.2 
+  98.1 
+  39.6 
+  92.3 
+  31.5 
+  59.2 
+  108.2 
+  35.8 

"+"26.7" 
+  103.0 
+  228.6 
+  48.6 
+  1J2  0 
+  128.1 
+  1194 
+  1219 
+  118  9 
+  30.3 

"+"700"" 
+  127.6 
+  84.6 
+  47.0 
+  84  3 
+  42  6 
+  69.6 
+  365 
+  46.4 
+  30.2 


+  98.9 
+  83.5 
+  61.0 
+  265 
+  51.0 
+  174 
+  100.0 
+  48.1 
+  54.2 
+  110.7 


S&P  500 


-36.1 


+   58.5 
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Aetna  Life  &  Casualty 

Revenues  (mil.)  $4,107.7 

Earnings  per  share  $5.08 

Cash  flow  per  share  $5.40 
Annual  earnings  growth  1967-71        12.1% 

Av.  return  on  capital  1967-71  8.4% 

P/E  ratio  range  1967-71  35-9 

Price  range  1967-71  W/s-^2Vg 

Can  an  old  dog  learn  new  tricks? 
Aetna,  a  century  and  a  quarter  old, 
is  the  biggest  stockholder-owned 
insurance  company  in  the  U.S.,  but 
it  liasn't  always  acted  like  the 
smartest.  The  Sixties  found  it  em- 
phasizing underwriting  quantity 
over  quality,  signing  up  a  lot  of 
poor  risks,  especially  in  auto  insur- 
ance. Volume  boomed,  but  by  the 
late  Sixties  profits  had  faltered.  In 
1968  its  casualty  company  actu- 
ally lan  in  the  red.  Then  two 
years  ago  Aetna  finally  began  cut- 
ting back  on  high-risk  property 
and  casualty  insurance.  It  also  put 
in  some  timely  rate  increases  in 
1970  and  now  has  two  years  of 
earnings  gains  in  a  row.  Whether 
they  will  continue  remains  to  be 
seen,  but  big,  old  Aetna  seems  to 
have  learned  a  thing  or  two. 


Allied  Chemical 

Revenues  (mil.)  $1,325.9 

Earnings  per  share  $1.88 

Cash  flow  per  share  $6.23 
Annual  earnings  growth  1967-71      —8.7% 

Av.  return  on  capital  1967-71  5.5% 

P/E  ratio  range  1967-71  29  10 

Price  range  1967-71  46'/8-16'/8 

Are  the  days  numbered  when 
someone  says  Allied  and  you  think 
of  Van  Lines?  Once  the  chemical 
industry  leader.  Allied  Chemical 
went  into  a  decades-long  slump.  It 
may  take  half  a  decade  more  to 
pull  it  out.  Fortunately,  it  now 
has  a  great  deal  of  energy— of  two 
kinds.  One  is  management  energy. 
Allied's  pooped-out  top  manage- 
ment has  been  completely  rebuilt 
by  former  Merck  &  Co.  boss  John 
T.  Connor,  wlio  took  over  as  chief 
executive  officer  when  earnings  col- 
lapsed in  1967-(i8.  The  other  kind 
is  energy  products— the  oil,  gas, 
coal  and  nuclear  products  that  sup- 
plied most  of  last  year's  21%  earn- 
ings rebound.  With  40%  of  sales 
still  in  low-profit  basic  chemicals 
and  earning  a  wretched  7%  on 
stockholders'  equity.  Allied  has  a 
way  to  go.  But  thanks  to  its  new- 
h)und  energy,  people  are  beginning 
to  sit  up  and  take  notice  again. 


The  big  insurance  improvement  last  year  was  in  casualty  business. 


Aluminum  Co.  of  America 

Revenues    (mil.)  $1,449.4 

Earnings    per    share  $2.45 

Cash   flow   per  share  $8.81 

Annual  earnings  growth  1967-71  —10.7% 

Av.  return  on  capital  1967-71  6.2% 

P/E  ratio  range  1967-71  29  9 

Price  range  1967-71  93'/g-36 

Alcoa  didn't  make  all  its  price  in- 
creases stick  this  spring,  but  some 
did  and  that  was  welcome  indeed. 
The  glut  of  aluminum  at  last  is 
showing  signs  of  simmering  down 
to  a  manageable  surplus.  Alcoa 
contributed  to  the  surplus  by 
spending  $1.8  billion  in  the  last 
decade,  largely  on  expansion  and 
modernization,  but  in  the  past  five 
years  it  has  raised  its  sales  by  only 
5%.  Its  earnings,  under  the  dead 
weight  of  a  large  debt  load  and  all 
that  capacity,  are  down  to  their 
1962  level.  Alcoa  made  6.451  on 
equity  last  year  and  still  outper- 
formed both  Kaiser  and  Reynolds 
Metals,  which  keeps  it  top  dog  in 
its  industry.  But  it  will  need  much 
firmer  prices  to  match  the  12%  it 
earned  in  the  mid-Fifties. 


Amerada  Hess 

Revenues  (mil.)  $1,349.2 

Earnings  per  share  $3.70 

Cash  flow  per  share  $5.20 
Annual  earnings  growth  1967-71        15.4% 

Av.  return  on  capital  1969-71  16.4% 

P/E  ratio  range  1967-71  25-6 

Price  range  1967-71  71>/2-19 

On  the  face  of  it,  Amerada  Hess 
has  done  well  since  the  joining  of 
Amerada  and  Hess  Oil  three  years 
ago.  Revenues  have  grown  51% 
and  profits  have  gone  from  $2.35 
to  $3.70  per  share.  Among  major 
oil  companies  no  one  has  a  higher 
return  on  equity.  But  some  cracks 
began  to  show  in  the  last  half  of 


1971,  when  earnings  fell  26%  low- 
er than  in  1970.  Part  of  the  trou- 
ble was  an  unusually  warm  winter 
—a  big  chunk  of  the  company's 
U.S.  sales  come  from  heating  oil. 
It  has  other  worries  too:  Libya, 
where  its  exposure  could  be  over 
30  cents  a  share,  and  gasoline 
price-cutting  in  the  U.S.  On  the 
plus  side  are  its  Virgin  Islands  re- 
fineries and  a  good  crude  position 
in  Canada  and  Alaska.  But  that 
late  1971  downtrend  raises  afresh 
worries  that  Amerada  Hess  may 
be  too  much  the  one-man  creation 
of  the  brilliant  Leon  Hess. 


American  Brands 

Revenues  (mil.)  $1,626.8 

Earnings  per  share  $4.30 

Cash  flow  per  share  $5.99 

Annual  earnings  growth  1967-71  7.4% 

Av.  return  on  capital  1967-71  110% 

P/E  ratio  range  1967-71  13-7 

Price  range  1967-71  493/4 -29y2 


American  Brands  (nee  Tobacco) 
never  had  a  lucky  strike  in  filter 
cigarettes.  That's  why  it  has  lost 
almost  30%  of  its  market  share 
since  the  Surgeon  General  sent 
smokers  scurrying  for  filters  in  the 
mid-Sixties.  Now  the  television  ad- 
vertising taboo  makes  brand  intro- 
duction harder  than  ever.  Ameri- 
can has  diversified,  notably  into 
food  products  (Sunshine  crackers, 
Mott's  apple  sauce)  and  liquor 
(Jim  Beam).  Yet  72%  of  its  sales 
and  78%  of  its  profits  still  come 
from  tobacco.  Smokers  continue  to 
buy  a  lot  of  cigarettes,  and  pay 
more  for  them.  But  not  enough  to 
raise  American's  profitability  ( 14.5% 
on  equity  over  the  last  five  years) 
to  the  20%  range  of  Philip  Morris 
and  R.J.  Reynolds.  So  far,  Ameri- 
can's acquisition  program  hasn't 
done  for  it  what  one  Winston  or 
one  Marlboro  might  have  done. 
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By  199a 

coal  will  be  a 

signineant 

source  of  ^. 

Coal? 


America  is  facing  a  growing 
ierg\'  supply  problem. 
One  promising  solution  to 
e  problem  is  coal  gasifica- 
)n.  Coal  and  hydrogen  can 
made  to  react,  under  high 
mperature  and  pressure,  to 
•rm  high-quality  supple- 
mental gas. 

This  is  especially  important 
1  'cause  coal  constitutes  about 
<    per  cent  of  tlie  nation's 


1 


proved  reserves  of  energy  re- 
sources. 


of  six  known  processes.  One 

pilot  plant  is  already 

operating  in  Cliicago. 

Another  has  been 

built  in  Rapid  City, 

South  Dakota.  And  still 

another  is  scheduled  for 

Homer  City,  Pemisylvania. 

Major  gas  utilities  have  re- 
cently announced  plans  to 
bmld  the  first  two  commercial 
gasification  plants.  Each  will 
cost  about  $250  million. 
By  1990,  there  very  well 


Last  August,  the  Depart-  could  be  35  plants  with  total 
ment  of  the  Interior  and  the  fixed  capital  expenditures  of 
American  Gas  Association  over  $8  billion 
agreed  to  the  joint  funding  of  This  domestic  coal  gasifica- 
a  major  coal  gasification  re-  tion  program  will  help  mini- 
search  program.  The  project  mize  our  reliance  on  foreign 
v^ill  require  approximately  sources  of  supply.  At  the  same 
$120  million  over  the  next  time,  it  will  also  create  an  im- 
four  years.  portant  new  industry  for  the 

The  agreement  provides  for  a  nation, 

large-scale  pilot-plant  testing  fj  American  gas  association 


! 


American  Can 


Revenues  (mil.)  $1,897.0 

Earnings  per  share  $2.66 

Cash  flow  per  share  $6.78 
Annual  earnings  growth  1967-71      — 7.7% 

Av.  return  on  capital  1967-71  6.8% 

P/E  ratio  range  1967-71  1710 

Pr.ce  range  1967-71  64  295/8 

A    HOLLOW    PACKAGE,    CailCO    glOWS 

laigei  (sales  up  50%  in  a  decade), 
I)ut  per-share  earning.s  are  less  now 
than  in  1961.  Inept  marketing  and 
disappointing  diversification  are  to 
blame.  Late  in  the  Fifties  it  began 
losing  sales  as  food  manufacturers 
switched  to  making  their  own  cans; 
Campbell  Soup  today  is  No.  Three 
in  can-making.  That  hurt.  To  re- 
coup, Canco  tried  diversification- 
plastics  and  chemicals,  publishing 
and  sewing  patterns.  Such  opera- 
tions give  Canco  nearly  a  third  of 
its  sales,  but  they  have  sapped 
management's  energies  and  profits. 
Its  printing  operations  lost  money 
in  1970  and  1971.  So  now  Canco, 
for  years  the  front-ioinner,  trails 
weakly  behind  Continental  Can, 
which  stuck  fast  to  packaging,  in 
both  volume  and  profitability.  Its 
five-year  return  on  capital  is  6.8%, 
vs.  Continental's  10%.  Both  com- 
panies are  currently  suffering  from 
excess  can-making  capacity,  but 
Canco,  with  troubles  in  other  areas 
too,  is  hurting  more. 


American  Cyanamid 

Revenues  (mil.)  $1,306.2 

Earnings  per  share  $1.95 

Cash  flow  per  share  $3.27 

Annual  earnings  growth  1967-71  0.1% 

Av.  return  on  capital  1967-71  10.9% 

P/E  ratio  range  1967-71  2311 

Price  range  1967-71  37'/8-21 

While  other  chemical  outfits  talked 
about  upgrading  from  low-profit 
commodities,  American  Cyanamid 
actually  did  it.  Today  almost  three- 
tomths  of  its  profits  come  from  non- 
chemicals,  including  many  highly 
profitable  consumer  items.  Early 
o)i  it  picked  up  Lederle  Labora- 
tories, which  kept  its  profits  healthy 
for  \ears  after  Woild  War  II.  Then 
it  bought  Formica  Corp.  in  1956, 
Hreck  (hair  products)  in  1963  and 
last  year  Shulton  (toiletries  and 
fragrances).  (;ranted,  Cyanamid 
has  upgraded  mainly  by  acquisi- 
tion ratlier  than  from  within.  But 
its  accjuisilions  ha\c  been  first  rate. 
Cyanamid  moved  slowly,  digesting 
one  acquisition  before  moving  on 


to  the  next,  l)uying  only  the  best. 
Continuing  troubles  in  chemicals 
have  restricted  earnings  growth, 
but  thanks  to  diversification  that 
works,  Cyanamid's.  1971  return  on 
capital  exceeded  Dow's  and  ranked 
second  only  to  du  Font's. 


American  Express 

Revenues  (mil.)  $1,464.0 

Earnings  per  share  $3.95 

Cash  flow  per  share  $3.95 

Annual  earnings  growth  1967-71  17.6% 

Av.  return  on  capital  1969-71  10.3% 

P/E  ratio  range  1967-71  3213 

Price  range  1967-71  136-481/2 

American  Express  has  come  a 
long  way  since  the  mortifying  salad 
oil  scandal  of  1963.  Its  credit  card, 
despite  the  onslaught  of  bank 
cards,  is  booming,  thanks  primarily 
to  AE's  aggressive  marketing  and 
tough  membership  mles.  Travelers 
checks,  with  their  priceless  un- 
cashed  float,  continue  to  move  at 
a  healthy  clip  too.  Last  year's  turn- 
around in  fire  and  casualty  insur- 
ance helped  the  net  of  AE's  Fire- 
man's Fund  American  Cos.  rise 
31%.  AE  is  not  without  problems, 
especially  its  money-losing  reserva- 
tion service.  But  nowadays  the 
problems  are  far  outnumbered  by 
opportunities. 


American  Telephone  &  Telegraph 

Revenues  (mil.)  $18,510.8 

Earnings  per  share  $3.99 

Cash  flow  per  share  $9.02 

Annual  earnings  growth  1967-71  1.9% 

Av.  return  on  capital  1967-71  6.7% 

P/E  ratio  range  1967-71  17-10 

Price  range  1967-71  62%  403/8 

AT&T  is  a  giant  among  giants.  Its 
$55  billion  in  assets  make  it  bigger 
than  Ceneral  Motors,  Standard  Oil 
of  N.J.,  U.S.  Steel  and  IBM  put 
together.  AT&T's  exposure  to  prob- 
lems is  equally  gigantic.  It's  an  ob- 
vious and  constant  target  for  icgu- 
lators,  politicians,  consumer  groups, 
racial  organizations  and  labor 
unions,  and  must  keep  spending  to 
fend  ofl  their  attacks.  For  more 
than  a  year  a  massive  investigation 
by  the  Federal  Comnmnications 
C^onimission  has  been  pending.  The 
money  problems  are  enormous,  too. 
Annually,  AT&T  must  scrape  to- 
gether some  $9  billion  in  fresh  cap- 
ital to  keep  up  with  demand.  Its 
debt  has  more  than  doubled  to  $20 
billion-pIns  over  the  last  five  years. 


AT&T  is  everybody's  targef. 

and  eventually  it  may  have  to  di- 
lute its  equity  through  stock  is- 
sues. Recept  rate  increases  will  help 
its  earnings,  which  have  been 
stalled  for  several  years;  but  how 
soon  Ma  Bell's  stock  will  again  sell 
for  more  than  book  value  is  an 
open  question. 


Armco  Steel 

Revenues  (mil.)  $1,713.7 

Earnings  per  share  $1.44 

Cash  flow  per  share  $3.85 
Annual  earnings  growth  1967-71    —12.6% 

Av.  return  on  capital  1967-71  6.1% 

P/E  ratio  range  1967-71  18-8 

Price  range  1967-71  33'/8-15'/4 

Who  needed  it,  what  with  all  of 
steel  s  other  problems?  Dixersifica- 
tion  and  specialization,  Armco 
Steel's  answer  to  its  problems  of  a 
few  years  ago,  came  back  to  haunt 
it  in  1971.  One  major  diversifica- 
tion—Hilco,  a  nonmetallic  materials 
manufacturer— was  damaged  se- 
\erel\  1)\  spending  cutbacks  in  the 
aeiospace  and  defense  industries. 
Its  lucrati\c  exotic  metals  division 
took  a  beating  from  lower-priced 
foreign  imports.  Since  Armco  is 
lieaviK'  concentrated  in  flat-rolled 
products,  onl\  15%  of  its  total  pro- 
duction was  aflected  by  last  sum- 
mers price  hikes  in  stiticttnal  steel. 
All  told,  earmngs  dropped  to  $1.44 
per  share— clown  some  .50%  from 
the  high  readied  in  1969.  For  the 
future?  .Armco  has  completed  a 
huge  $l-billion  expansion  program. 
It  has  a  consistently  solitl  position 
in  oil-countrs  products  with  its  Na- 
tional Supply  subsidiary.  In  short, 
Armco  is  still  one  of  the  better 
steel  companies. 


76 


FORBES,    iVIAY    15,    197J 


Aids  is  spending 

a  nullion  dollars 
so  that  you  can  stop 

on  a  dime. 

As  part  of  our  continuing  campaign  to  provide  you  with  the 
safest  cars  money  can  rent,  Avis  developed  the  Red  Box? 

It's  an  electronically  programmed  inspection  system.  And 
there  11  be  a  Red  Box  system  in  major  Avis  locations  within  the  next 
few  months.  ?i 

The  Red  Box  uses  ^ 
something  called  a  roller 
micro  sw  itch  plate  to  test 
the  front  and  rear  brakes 
separately  and  see  that  they 
work  w  ith  equal  efficiency. 

At  the  same  time 
that  s  being  done,  the 
Avis  Red  Box  safety  system 
automatically  inspects  tread  depth  and  tire  pressure. Then  it  helps  our 
serv  ice  agent  make  numerous  other  checks  (including  lights, 
turn  signals,  wipers, and  even  comfort  features)  on  the  dependable 
Dodge  and  other  fine  cars  we  rent. 

We  think  a  machine  that  does  all  this  would  be  cheap  at 
twice  the  price. 

Avis  is  going  to  be  No.1.  We  try  harder. 


'  RED  BOX  IS  a-service  mark  of  AVIS  RENT  A  CAR  SYSTEM,  INC 


©AVIS  RENT  A  CAR  SYSTEM.  INC. 
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O//  company  "Chrisfmos  frees"  on  Alaska's  North  S/ope  hove  so  far  yielded  no  goodies  for  the  indusfry. 


Atlantic  Richfield 


Revenues  (mil.)  $3,134.9 

Earnings  per  share  $3.73 

Cash  flow  per  share  $7.76 

Annual  earnings  growth  1967-71  3.1% 

Av.  return  on  capital  1967-71  6.8% 

P/E  ratio  range  1967-71  34  12 
Price  range  1967-71                   1353/4-415/8 

Brazil,  wag.s  used  to  say,  has  a 
great  future— and  always  will  have. 
Does  the  same  apply  to  Atlantic 
Ridifield?  Thanks  to  its  huge  Alas- 
kan finds,  Aico  has  the  second-larg- 
est U.S.  crude  reserves  of  an\-  oil 
company,  but  if  ecologists  have 
their  way,  it  may  be  a  long  time 
before  Arco  gets  to  casli  them  in 
for  earnings.  While  the  debate  con- 
tinues, Arco  has  been  strengthen- 
ing its  U.S.  marketing  liy  selling  oft 
marginal  service  stations,  and  it  has 
been  modernizing  its  refineries. 
Meanwhile,  it  still  has  one  of  the 
lowest  profit  returns  of  any  major 
oil  company,  but  that  could  change 
dramaticallv. 


Bar^kAmerica 

Revenues  (mil.)  $1,520.8 

Earnings  per  share  $2.66 

Cash  flow  per  share  $3.04 
Annual  earnings  growth  1967-71        10.7% 

Av.  return  on  capital  1967-71  13.8% 

P/E  ratio  range  1967-71  18  10 

Price  range  1967-71  38'/8-21i/8 

With  California  as  its  turf.  Bank 
of  America  became  the  world's 
largest  conunercial  bank,  blanket- 
ing that  .state  with  hundreds  of 
branches.  But  BofA  hasn't  let  size 
slow  it  down.  In  the  late  Fifties,  it 
went  into  credit  cards,  long  before 
they  became  fashionable.  In  the 
Sixties,  BofA  grew  rapidly  through 
its  late  but  forceful  expansion  over- 
seas, where  assets  are  second  only 
to  those  of  First  National  City.  At 
home,  though  no  longer  .America's 
mecca,  California  still  has  above- 
average  growth,  and  BoF.A  has 
demonstrated  repcatcdK  its  ability 
to   outpace    tlie    local    competition. 


Recently,  BofA  started  a  real  es- 
tate investment  trust  and  has  been 
upgrading  its  laggard  trust  depart- 
ment. Not  surprisingly,  few  big 
banks  equal  BofA  in  profitability. 


Beneficial 

Revenues  (mil.)  $1,203.4 

Earnings  per  share  $3.38 

Cash  flow  per  share  $3.89 

Annual  earnings  growth  1967-71  7.1% 

Av.  return  on  capital  1967-71  6.3% 

P/E  ratio  range  1967-71  15-7 

Price  range  1967-71  45y4l8V8 

Until  the  mid-Sixties,  Beneficial 
led  archrival  Hou.sehold  in  profits. 
Then  it  fell  behind  and  hasn't 
caught  up  since.  The  reason:  Bene- 
ficial made  poor  acquisitions, 
Hou.sehold  made  good  ones.  Spie- 
gel, Beneficial's  mail-order  catalog 
company,  saw  its  net  income  dip 
94%  two  years  after  Beneficial  got 
it  in  1965,  and  Western  Auto  Sup- 
ply, a  durable  goods  merchandiser 
acquired  in  1961,  has  produced 
far  more  in  sales  gains  tlian  in  prof- 
its gains.  Spiegel  has  since  been 
turned  around,  but  its  long-term 
prospects  are  overshadowed  by  the 
ever-present  Sears  catalog  and  new 
competitors  like  Penne\'.  As  for 
finance,  the  field  it  knows  best. 
Beneficial  is  doing  well  again.  May- 
be it's  a  good  thing  for  this  com- 
pany that  the  courts  are  now  tak- 
ing a  dim  \iew  of  acquisitions. 


Bethlehem  Steel 

Revenues  (mil.)  $2,963.6 

Earnings  per  share  $3.14 

Cash  flow  per  share  $6.74 

Annual  earnings  growth  1967-71  —1.0% 

Av.  return  on  capital  1967-71  6.4% 

P/E  ratio  range  1967-71  15-6 

Price  range  1967-71  391/8-I91/2 

Like  everybod\'  else  in  the  steel 
business,  Bethlehem  may  never  get 
a  decent  return  on  the  $2  billion 
it  has  poured  into  new  plant  and 
e(|uipment  over  the  past  five  years. 


But  this  much  \ou  must  credit 
Bessie  with:  It  has  deployed  its 
capital  dollars  and  managed  its  af- 
fairs with  considerably  more  skill 
and  imagination  tlian  most  of  its 
peers.  For  example,  this  formerly 
all-eastern  company  built  and  ex- 
panded a  major  bridgehead  into 
the  Middle  West  with  a  modern 
and  eflficient  plant  in  the  Chicago 
area;  if  you  had  to  invest  in  steel, 
tJiat  was  the  logical  place  to  do  it. 
In  recent  years,  moreover,  Bessie 
has  been  choosy  about  bonking  vol- 
ume for  the  sake  of  volume.  The 
payoff  was  on  the  bottom  line, 
where  Bessie  looked  far  better  than 
Big  Steel:  Bessie's  earnings  slipped 
about  16%  during  this  difficult  pe- 
riod, vs.  U.S.  Steel's  38%. 


Borden 

Revenues  (mil.)  $2,069.7 

Earnings  per  share  $2.00 

Cash  flow  per  share  $3.40 

Annual  earnings  growth  1967-71  —10% 

Av.  return  on  capital  1967-71  6.8% 

P/E  ratio  range  1967-71  23-9 

Price  range  1967-71  42V4  l/ys 

Much  too  contented  was  the  wa\' 
Gus  Marusi  found  Borden  when  he 
look  over  as  chief  executive  officer 
in  1967.  Its  dairy  business  had  lost 
its  pep;  its  chemical  business  was 
vulnerable  to  commodity  pricing. 
Marusi  at  first  predicted  a  10%-a- 
year  growth  rale,  then  took  a 
closer  look  and  stopped  predicting, 
just  to  return  profits  to  their  1967 
level,  he  has  had  to  dump  a  clutch 
of  marginal  operations,  abandon 
weak  dairy  markets  and  redeploy 
assets— most  profitably  into  other 
footl  businesses.  And  he  has  taken 
more  ihan  a  few  management 
scalps  iTi  the  process.  Now  earnings 
are  moving  back  up  again  after  be- 
ing in  a  holding  pattern  for  three 
years.  The  10%  annual  growth  rate 
that  Marusi  used  to  talk  about  isnt 
<iuite  believable  yet,  but  his  hard- 
nosed  tactics  have  probably  saved 
Elsie  the  Cow  from  being  sent  to 
the  glue  facton'. 
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A  TOP-QUAUTY 


lf\  new.  If s  light.  Ifs  bright. 
And  it  costs  less  than  $100! 
The  Kodak  Ektalite  reader. 


If  you  use  microfiche,  or  are  considering 
adopting  this  microfilm  format,  the  new 
portable  Kodak  Ektalite  reader  can  help  you 
use  it  more  effectively. 
•  Everything  about  the  Ektalite  reader 
is  new.  New  front  projection  optics.  New, 
brilliant  Ektalite  screen.  And  a  new 
illumination  source— a  simple  12-volt 
auto  dome-light  bulb. 

The  Ektalite  reader  makes  the  use  of 
microfiche  as  a  source  of  information  more 
attractive  than  ever  before.  And  its  low 
price  (even  lower  on  quantity  purchases) 
lets  you  use  microfiche  on  a  wider  scale 
than  previously  possible. 

Choose  from  two  models,  with  20X 
magnification  or  40X  at  slight  extra  cost. 
Either  one  can  be  used  in  a  car  or  truck 
with  an  optional  cigarette  lighter  adapter. 

For  all  the  facts  on  the  new  Ektalite 
reader,  just  fill  out  and  mail  the  coupon. 


I  would  like  to  know  more  about  the  new  Kodak  Ektalite 
reader.  Please  send  me  complete  information. 


Name_ 


Position 

Organization. 
Address 


City 

Telephone  Number, 


.State. 


.Zip. 


Eastman  Kodak  Company 
Business  Systems  Markets  Division 
Dept.DP674, Rochester,  N.Y.  14650 

For  better  information  management 

Kodak  Microfilm  Products 


Burlington  Industries 


Revenues  (mil.)  $1,727.0 

Earnings  per  share  $1.52 

Cash  flow  per  share  $4.63 

Annual  earnings  growth  1967-71  —10.9% 

Av.  return  on  capital  1967-71  7.8% 

P/E  ratio  range  1967-71  33-11 

Price  range  1967-71  51 V4 -271/8 

The  capricious  apparel  business 
has  caused  Burlington,  the  grande 
dame  of  textiles,  some  embarrass- 
ment recently.  She  overlooked  the 
whispers  about  the  knit  boom  for 
too  long,  then  had  to  hitch  up  her 
skirts  to  catch  up.  When  she  did, 
after  heavy  start-up  costs,  the  boom 
had  leveled  off.  Add  to  that  the 
flood  of  textile  imports,  plus  the 
mo.st  confused  fashion  situation  in 
recent  memoiy,  and  Burlington  cut 
a  most  unbecoming  figure  in  tlie 
earnings  column.  Its  net  was  halved 
between  1968  and  1971.  Burling- 
ton's best  future  bet  is  probably 
home  furnishings— carpets,  drap- 
eiy  fabrics,  sheets  and  pillow  cases 
and  furniture— where  its  sales  total 
more  than  $500  million  and  the 
company  has  been  promoting  its 
Burlington  House  label  hard,  lliat 
can  be  cyclical,  too,  but  not  as  un- 
predictably cyclical  as  apparel. 


Caterpillar  Tractor 


Revenues  (mil.)  $2,175.2 

Earnings  per  share  $2.25 

Cash  flow  per  share  $4  00 
Annual  earnings  growth  1967-71      —16% 

Av.  return  on  capital  1967-71  12.1% 

P/E  ratio  range  1967-71  27  12 

Price  range  1967-71  55'/8  30 

Success  in  business  is  usually  com- 
pounded of  good  luck  and  good 
management.  If  one  turns  bad,  it's 
a  miglity  help  to  have  the  other. 
Caterpillar  Tractor  is  a  case  in 
point.  It  got  unlucky  last  year.  The 
uncertainties  of  devaluation  hit  it 
right  where  it  hurts:  in  the  more 
tlian  50'^  of  its  sales  that  are  made 
outside  the  U.S.  A  rough,  nearly 
ten-week  strike  at  the  Towmotor 
division  pinched,  too.  Not  surpris- 
ingly. Cat's  profit  suflered,  but 
thanks  to  good  nianagenu>nt  and  a 
rock-.solid  marketing  and  techno- 
logical position,  the\'  weren't  hurt 
really  badly;  tiie  decline  was  jvist 
a  shade  over  \0%,  and  Cat  still 
ended  the  year  with  a  respectable 
return  on  ecjuity,  13. fW.  Now  Cats 
luck  looks  better:  Conditions  arc 
brightening  at  home,  and  ai)r()ad 
dollar     devaluation     should     help 


sales.   Not  only  can't  you  keep  a 
good   man  down,   you  can't  even' 
get  him  down. 


Champion  International 

Revenues  (mil.)  $1,599.8 

Earnings  per  share  $1.24 

Cash  flow  per  share  $3.11 
Annual  earnings  growth  1967-71      — 5.8% 

Av.  return  on  capital  1967-71  6.4% 

P/E  ratio  range  1967-71  34-13 

Price  range  1967-71  41 3/4-201/4 

Created  out  of  a  merger  between 
Champion  Paper  and  U.S.  Plywood 
and  now  run  mainly  by  the  former 
Champion  management,  this  com- 
pany cannot  yet  be  called  a  smash- 
ing success.  After  five  years  of  mer- 
ger, per-share  earnings  were  lower 
than  before  in  spite  of  an  almost 
50%  gain  in  revenues.  But  there's 
more  to  the  story:  While  Cham- 
pions earnings  were  14%  below 
their  1967  level,  other  paper  com- 
panies fared  much  worse.  Mead 
being  down  39%,  Hammermill,  77%. 
What  happened  obviously  was  that 
the  U.S.  Plywood  part  of  the  busi- 
ness, buoyed  by  the  building  boom, 
took  up  some  of  the  slack  caused 
by  depres.sed  prices  over  in  the 
paper  business.  Looked  at  this  way, 
the  merger  is  a  considerable  suc- 
cess, especialK  for  Champion's  old 
stockliolders. 


Chase  Manhattan  Bank 

Revenues  (mil.)  $1,437.5 

Earnings  per  share  $4.43 

Cash  flow  per  share  $5  16 

Annual  earn  ngs  growth  1967-71  8.8% 

Av.  return  on  capital  1967-71  9.3% 

P/E  ratio  range  1967-71  17-9 

Price  range  1967-71  62  371/2 

Chase  has  just  completed  a  major 
reorganization,  one  of  whose  aims 
is  to  help  restore  Chase's  reputation 
as  a  movei'  and  shaker  among  the 
major  banks.  Chase  was  tlie  last 
major  New  York  bank  to  form  a 
one-bank  holding  company.  It  fell 
behind  First  National  City  in  total 
as.sets  in  1968.  And  Chase  recent- 
ly announced  it  would  "integrate" 
its  Uni-Card  into  IkmkAmericard— 
this  after  selling  Uni-(^ard  in  1962 
and  buying  it  back  in  1969.  Al- 
though aggressive  overseas,  even 
there  Chase  has  lagged  behind 
First  National  City  and  Bank  of 
America.  For  all  this.  Chase  is  no 
sloucli.  It  has  moved  forcefully  into 
nonbanking  financial  areas,  is  pre- 


pared to  take  full  advantage  of 
New  York's  liberalized  banking  law 
and  has  been  effectively  slashing 
rising  costs.  But  relatively  speaking, 
it  hasn't  been  moving  as  fast  as 
First  National  City  and  Bank  of 
America  as  an  industry  pacesetter. 


•  Chrysler 

Revenues  (mil.)  $7,999.3 

Earnings  per  share  $1.67 

Cash  flow  per  share  $8.83 

Annual  earnings  growth  1967-71  — 18  5% 

Av.  return  on  capital  1967-71  6.1% 

P/E  ratio  range  1967-71  28  7 

Price  range  1967-71  723/*  16 % 

In  all  of  the  U.S.,  only  nine  com- 
panies are  bigger  than  Chrysler. 
Unfortunately,  two  of  them  hap- 
pen to  be  its  competitors.  Ford  is 
twice  as  laige;  General  Motors  is 
nearly  four  times  larger.  Which 
leaves  Chiysler,  despite  sales  of  .$8 
billion,  with  a  smaller  income  ba.se 
to  cover  the  massive  expen.ses 
needed  to  compete  against  its  giant 
rivals.  Trying  to  keep  up,  Chiysler 
has  been  cariying,  proportionately, 
three  times  as  much  debt  as  CM. 
That  leverage  makes  Chr\sler  vul- 
nerable when  the  auto  business 
slows  down,  as  in  1970  when 
Chrysler  lost  $8  million.  Chrysler 
necessarily  must  concentrate  on 
given  market  segments  such  as  in- 
termediate models,  where  it  has 
done  well.  It  is  weak,  hou'cxer,  in 
high-priced  cars  and  in  the  red- 
hot  subcompact  market;  it's  trying 
to  hang  on  by  importing  two  for- 
eign-made subcompacts.  Its  earnings 
are  rebonnding  now,  but  Chrysler 
still  finds  itself  staring  down  the 
muzzles  of  two  \ery  laige  guns. 


Chrysler's  Dodge  Colt  import. 
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Hercules  shrinks  waste  treatment  down  to  size. 


Hercules  chemical  engineers  are  doing  to 
sewage  treatment  what  electronic  engineers 
did  to  circuitry-  reducing  it  to  manageable 
size. 

Normally,  a  conventional  sewage  treatment 
plant  handling  the  needs  of  500  people 
sprawls  over  considerable  acreage. 

But  our  subsidiary  AWT  Systems 
remarkable  new  facility  can  be  neatly  fitted  into 
a  modest  house  on  a  1/4  acre  plot,  handle  the 
same  amount  of  sewage  (50,000  gallons  per 
day]  and  deliver  an  effluent  that  is  much 
purer  than  conventional  treatment 
plants.  All  that's  left  over  is  a  fine,  stenle 
ash  -about  enough  to  fill  a  wastebasket. 

And  we  didn't  do  it  with  chemicals, 
necessarily— we  did  it  with  technology 
With  a  slurry,  for  instance,  that's 


composed  of  nothing  but  gas  and  solids -and 
behaves  like  a  liquid.  And  magnetic  filters  that 
remove  residual  solids.  And  something  as 
basic  as  sand. 

What's  a  chemical  company  doing  in 
something  seemingly  so  far  removed  from  its 
basic  discipline? 
Simple. 

We've  taken  our  technologies— and  our 
technologists-and  applied  our  systems- 
engineering  approach  to  an  area  that  needed 
h—^':d^.     it.  In  this  case,  sewage  disposal. 
This  is  the  kind  of  outside 
thinking  we  figure  we  owe  our 
stockholders. 

And,  for  that  matter, 
everyone. 
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HERCULES 

Hercules  Incorporated 
Wilminglon.  Delaware  19899 
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we  measure  the  tenderness 
NASA  measured  the  impact 


The  Tenderometer.® 

It  enables  Armour  &  Company 
to  measure  the  natural  tenderness 
of  their  beef. 

Based  on  lunar  technology,  it 
electronically  guarantees  the 
tenderness  of  meat  sold  under  the 
TesTender®  name.  Now  you  can 
enjoy  a  naturally  tender  steak, 
free  from  artificial  tenderizers— a 
guarantee  only  Armourcan  make. 

Food  processing— Just  one  of 
the  many  ways  we're  meeting 
people's  needs. 


MEAT  AND  POUITSY  PHOC 


•GBOCtSr  PRODUCTS  •  HOUSEHOID  PRODUCTS  •  PERSONAl  CARE  PRODUCTS  •  PACKAGE  EXPRESS  •  MOVING  AND  STORAGE  •  INTERCITY     ■ 
AIRCRAFT  SERVICING  •  CUSTOMS  BROKERAGE  •  INSURANCE  •  RENTACARS  •  FOOD  MANAGEMENT  SERVICE  • 


ief  the  same  way 
lunar  landing. 
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GREYHOUND  CORPORATION 

Serving  people's  needs  in  a  hundred  basic  ways. 


•CMS-TECHNlCAl  MANPOWER  SERVICES  •  OFFICE  HELP  •  EXHIBIT  &  DESIGN  SERVICES  -COMPUTER  LEASING  AND  SERVICE  •  SIGHTSEEING  TOURS  •  AIRPORT  TRANSPORTATION 
NANCIAL  •  RESTAURANTS  •  BUS  MANUFACTURING  •  DUTY-FREE  SHOPS  •  TOUR  PLANNING  AND  WHOIESALING 


J     im 

Mechanized  Rock  Drills 


Rotary  Screw  Compressors 


Reciprocating  Process  Compressors 


Vibratory  Compact 


Your  profits  are  generated  from  the 
use  of  equipment,  not  the  ownership. 


Find  a  way  to  channel  working  capital  for  maximum 
flexibility  and  profit.  That's  sound  money  manage- 
ment! Here's  how  Ingersoll-Rand  and  Ingersoll- 
Rand  Financial  Corporation  can  help  you  close  the 
productivity  gap  with  new  machinery  and  equip- 
ment, and  at  the  same  time,  retain  an  equitable 
cash  flow: 

We'H  Lease!  Our  leasing  plans  enable  you  to  put 
needed  equipment  to  work  immediately  without  bat- 
tling through  a  capita!  expenditure  requisition. 

We'll  Rent!  You  can  start  now  to  build  new  produc- 


tivity and  profits  with  brand-new  l-R  equipment, 
through  a  tailored  rental  program. 

We'll  Finance!  You  can  put  any  of  our  products  to 
work  fast,  and  conserve  working  capital  by  choos- 
ing one  of  our  multiple  financing  plans. 

Start  today  to  boost  production  and  lower  labor 
costs.  Write  for  your  copy  of  our  12-page  brochure, 
form  No.  800,  detailing  our  leasing,  rental  and  finan- 
cing plans.  Ingersoll-Rand,  Dept.  FF-18,  Woodcliff 
Lake,  New  Jersey  07675. 
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Cities  Service 


Revenues  (mil.)  $1,809.9 

Earnings  per  share  $3.78 

Cash  flow  per  share  $8.80 
Annual  earnings  growth  1967-71      — 1.4% 

Av.  return  on  capital  1967-71  8.0% 

P/E  ratio  range  1967-71  22-8 

Price  range  1967-71  841/2-34 

Cycles  can  be  treacherous.  Cities 
Service  has  been  badly  hurt  not 
only  by  weak  prices  in  the  U.S. 
petroleum  market,  but  also  by  its 
big  positions  in  such  cyclical  busi- 
nesses as  chemicals,  petrochemi- 
cals and  copper.  The  result:  a  five- 
year  record  of  essentially  flat  earn- 
ings. But  Cities  has  not  been  sitting 
still  waiting  for  better  times.  It  has 
spent  some  $580  nu'llijn  in  capital 
in\estments  since  1970  and  is  plan- 
ning to  spend  $1.5  billion  in  the 
ne.xt  five  years,  including  huge 
chunks  for  exploration  in  the  U.S. 
and  Canada.  Eventually,  cycles  do 
turn  around:  The  worst  seems  to 
be  over  for  chemicals  and  petro- 
chemicals. Moreover,  Cities'  natu- 
ral gas  business  should  have  better 
da\s  now  that  the  Federal  Power 
Commission  is  beginning  to  recog- 
nize there  is  a  gas  shortage.  But 
the  U.S.  gasoline  market  remains 
a  shambles,  and  that  will  hurt. 


Cify  Investing 


Revenues  (mil.)  $1,689  0 

Earnings  per  share  $1.72 

Cash  flow  per  share  $2.17 

Annual  earnings  growth  1967-71  38.5% 

Av.  return  on  capital  1967-71  H  8% 

P/E  ratio  range  1967-71  26-7 

Price  range  1967-71  39y«10% 

City  Investing  is  another  company 
that  proves  there  is  no  special 
magic  in  being  a  conglomerate. 
True,  it  had  a  15%  earnings  gain 
last  year,  but  from  a  very  depressed 
level  for  1970.  Its  net  remains  low- 
er than  it  was  in  1969.  The  compa- 
ny has  its  fingers  in  a  lot  of  differ- 
ent pies:  housing  and  land  devel- 
opment, savings  &  loans,  insurance, 
mobile  homes,  air-conditioning 
equipment,  plastics,  aircraft  repair, 
shipping  containers,  publishing,  oil 
and  gas  exploration  and  ordnance 
products  for  the  miUtaiy.  But  when 
all  is  said  and  done,  the  bulk  of  its 
operating  profits— roughly  40%  of 
the  company's  total— come  not 
from  these  varied  markets,  but 
from  investment  income  funneled 
mainly  through  its  Home  Insur- 
ance Co.  subsidiarv. 


Like  many  a  U.S.  company,  CNA 
profited  from  the  housing  boom. 


CNA 


Revenues  (mil.)  $1,6360 

Earnings  per  share  $1.98 

Cash  flow  per  share  $2.10 

Annual  earnings  growth  1967-71  9.9% 

Av.  return  on  capital  1967-71  8.2% 

P/E  ratio  range  1967-71  26-9 

Price  range  1967-71  313/4-IO1/2 

Last  year,  CNA  looked  good. 
Profits  soared  from  $44  million  to 
$76  million,  ending  a  two-year  de- 
cline. The  main  reason  was  that 
since  there  were  no  major  hurri- 
canes or  other  catastrophes  the 
property  insurance  industry  had  a 
fabulous  turnaround.  CNA's  home- 
building  company,  The  Larwin 
Group,  also  benefited  from  the 
long-heralded  housing  boom  that 
finally"  started  in  1971.  But  other 
parts  of  the  company  are  weak.  Its 
mutual  funds,  acquired  for  a  stiff 
price  in  the  Tsai-in-the-sky  days  of 
1968,  should  show  their  first  small 
profit  this  year.  More  important, 
its  life  insurance  company,  one  of 
the  country's  largest,  has  failed  to 
build  an  adequate  agency  force, 
and  it  grew  in  the  wrong  areas, 
like  group  insurance  (62%  of  pre- 
miums in  force).  So  CNA's  perfor- 
mance depends  heavily  on  what 
happens  during  the  late  summer 
hurricane  season. 


Commonwealth  Edison 

Revenues  (mil.)  $989.6 

Earnings  per  share  $2.86 

Cash  flow  per  share  $5.48 

Annual  earnings  growth  1967-71  0.4% 

Av.  return  on  capital  1967-71  6.4% 

P/E  ratio  range  1967-71  19-10 
Price  range  1967-71                    551/4 -28i/8 


When  is  a  problem  not  a  problem? 
Commonwealth  Edison's  earnings 
flattened  out  beginning  in  the  late 
Sixties,  hanging  under  $3  per 
share  for  the  last  five  years.  Yet  few 
of  the  country's  metropolitan- 
area  utilities  can  match  Common- 
wealth's 6.4%  return  on  total  capi- 
tal over  the  same  period— a  re- 
sult, in  large  part,  of  the  company's 
unusual  (for  a  utility)  aggressive- 
ness. It  entered  nuclear  power 
early,  which  meant  that  it  got  the 
benefit  of  several  low-priced  turn- 
key contracts,  though  more  recent- 
ly disputes  with  consei-vationists 
have  caused  licensing  problems 
and  expensive  delays.  It  has  been  a 
pioneer  in  the  use  of  unit  trains  to 
transport  coal  more  efficiently  from 
the  mines  of  southern  Illinois  to  its 
conventional  power  plants  in  its 
Chicago  service  area.  One  reason 
for  the  company's  flat  earnings  pat- 
tern is  that  Commonwealth's  rates 
are  controlled  by  one  of  the  tough- 
est state  regulatory  commissions  in 
the  country.  But  at  the  end  of 
1971  it  was  granted  a  $66-million 
annual  rate  increase  with  the  prom- 
ise of  more  to  come. 


Connecticut  General 

Revenues  (mil.)  $2,012.9 

Earnings  per  share  $3.88 

Cash  flow  per  share  $4.56 
Annual  earnings  growth  1967-71      — 1.6% 

Av.  return  on  capital  1967-71  8.2% 

P/E  ratio  range  1967-71  4912 

Price  range  1967-71  81 3/4 -323/4 

The  bigger  the  reputation,  the 
harder  it  is  to  live  up  to— especial- 
ly one  as  big  as  Connecticut  Gen- 
eral's. Always  considered  an  imag- 
inative marketer,  CG  was  clob- 
bered more  than  anyone  else  in 
group  accident  and  health  insur- 
ance. It  lost  $35  million  there  in 
1970,  another  $7.5  million  in  1971. 
Its  vaunted  marketing  machine  had 
simply  put  a  lot  of  junk  on  the 
books.  Another  bit  of  tarnish: 
While  its  fire-and-casualty  compa- 
ny benefited  from  an  industrywide 
improvement  last  year,  it  lost  $11.5 
million  (from  Hurricane  Celia)  on 
revenues  of  $385  million  the  year 
before.  Why  wasn't  CG  more  ade- 
quately reinsured?  Another  blem- 
ish: Some  40%  of  its  life  insurance 
business  is  in  reinsurance,  whose 
future  is  less  bright  now  that  the 
rash  of  new  companies  formed  a 
few  years  back  are  maturing.  CG 
is  still  a  big,  strong  company,  but 
is  that  reputation  too  big? 
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Consolidated  Edison 


Revenues  (mil.)  $1,313.9 

Earnings  per  share  $2.35 

Cash  flow  per  share  $4.71 
Annual  earnings  growth  1967-71      — 1.0% 

Av.  return  on  capital  1967-71  4.5% 

P/E  ratio  range  1%7-71  14-9 

Price  range  1967-71  361/4-22 

Dig  it  must— and  build  and  un- 
dermine its  equity.  Con  Ed  really 
hasn't  any  choice.  Thanks  to  slug- 
gish profits,  Con  Ed's  stock  hasn't 
sold  above  book  value  in  two 
years.  But  with  $2.4  billion  in 
debt  against  equity  of  just  $1.7 
billion,  the  company  is  forced  to 
sell  additional  shares  to  help  cover 
its  $3  billion  of  capital  spending 
planned  for  the  next  five  years. 
This  year,  for  example,  it  will  dilute 
its  equity  by  an  estimated  10% 
through  stock  sales.  Why  spend  so 
much?  Because  Con  Ed— the  No. 
Two  utility  in  revenues  but  41st 
in  profitability— is  power-short  and 
loaded  with  antiquated  plant.  On 
top  of  that,  conservationists  have 
delayed  new  power  plants  and  may 
even  force  Con  Ed  to  put  nuclear 
stations  on  man-made  islands  in  the 
Atlantic. 


Continental  Can 

Revenues  (mil.)  $2,081.6 

Earnings  per  share  $2.51 

Cash  flow  per  share  $5.00 

Annual  earnings  growth  1967-71  0.2% 

Av.  return  on  capital  1967-71  9.9% 

P/E  ratio  range  1967-71  19-10 

Price  range  1967-71  521/8-261/8 

Alike  as  peas  in  a  pod.  Continen- 
tal and  American  Can  matched 
each  other  in  products,  sales  and 
net  income  until  the  mid-Sixties. 
Then  American  began  diversifying 
while  Continental  stayed  with  pack- 
aging. Result:  Continental's  sales 
now  exceed  American's  by  around 
$200  million  and  its  net  is  45%  larg- 
er. Continental  did  not  dilute  with 
outside  diversions  the  gains  both 
firms  were  making  in  such  markets 
as  beverage  cans.  Now,  however, 
the  be\erage  can  market,  account- 
ing for  40%  of  can  production,  has 
tempted  aluminum  producers  and 
brewers  into  canmaking.  Continen- 
tal and  American  both  countered 
by  putting  can-making  machinei7 
inside  their  customers'  plants,  but 
caused  capacity  to  soar  and  can 
prices  to  fall.  Continental's  1971 
net  was  the  lowest  in  five  years. 
Next  slop:  Wait  for  demand  to 
catch  up  with  capacity. 


Con  Edison's  Indian  Point  nuclear  plant  is  under  environmentalist  attack. 


Continental  Corp. 


Revenues  (mil.)  $1,563.1 

Earnings  per  share  $3.70 

Cash  flow  per  share  $3.76 
Annual  earnings  growth  1967-71        15.0% 

Av.  return  on  capital  1967-71  5.6% 

P/E  ratio  range  1967-71  23-10 

Price  range  1967-71  593/4-25 

It's  no  accident  that  Continental 
Corp.'s  return  on  equity  is  one  of 
the  lowest  of  any  major  insurance 
company:  Some  95%  of  its  insur- 
ance business  is  in  the  property- 
casualty  area  which,  until  last 
year's  stunning,  industrywide  turn- 
around, was  hemorrhaging  red  ink. 
But  this  happy  turn  of  events 
doesn't  cure  Continental's  other 
huge  headache:  the  Diners  Club 
credit  card,  which  Continental  took 
over  in  1970.  In  the  last  two  years. 
Diners  has  lost  some  $54  million, 
and  it  isn't  out  of  the  woods  yet. 
Now  Continental  hopes  Diners  will 
reach  the  break-even  point  by 
1974.  Continental  owns  27%  of 
profitable  Franklin  Life  Insurance, 
and  its  finance  company  improved 
its  operating  income  20%  in  1971. 
But  Continental  can't  breathe  easy 
until  Diners'  fate  is  decided. 


Continental  Oil 

Revenues  (mil.)  $3,051.1 

Earnings  per  share  $2.78 

Cash  flow  per  share  $6.13 

Annual  earnings  growth  1967-71  2.3% 

Av.  return  on  capital  1967-71  8.6% 

P/E  ratio  range  1967-71  22-8 

Price  range  1967-71  411/8-197/8 

Become  an  energy  company:  That 
was  the  oil  industry  cry  a  few 
years  ago,  and  no  one  heeded  it 
more  than  Continental.  It  acquired 
Con.solidation  Coal  in  1966  to  gain 
the  world's  second-largest  private- 
ly held  coal  reserves.  It  latched 
onto  a  sizable  uranium  property 
in  Texas.  Stretching  the  energy 
idea,  it  got  heavily  into  agricultural 


chemicals.  And  it  kept  on  building 
up  its  large  oil  business  with  ex- 
ploration both  in  the  U.S.  and 
abroad,  where  it  has  a  very  nice 
play  in  the  Persian  Gulf.  Yet  in 
four  of  the  last  five  years  Con- 
tinental's earnings  have  been  in 
the  $2.75  to  $2.88  per  share  range 
—thanks  in  1971  to  a  coal  strike, 
forced  production  cuts  in  Libya 
and  chemicals  losses.  The  coal 
strike  is  over  and  Continental  has 
sold  off  part  of  its  agricultural 
business.  But  its  Libyan  troubles  re- 
main, and  the  Federal  Trade  Com- 
mission is  looking  into  the  question 
of  whether  Conoco  should  own 
Consolidation  Coal. 


Deere  &  Co. 

Revenues  (mil.)  $1,188.1 

Earnings  per  share  $4.29 

Cash  flow  per  share  $6.51 

Annual  earnings  growth  1967-71  — 0.7% 

Av.  return  on  capital  1967-71  6.5% 

P/E  ratio  range  1967-71  21-9 

Price  range  1967-71  751/2-275/8 

Is  Deere's  earnings  drought  over? 
Deere,  the  largest  U.S.  farm  equip- 
ment maker,  and  its  competitors 
were  caught  in  the  late  Sixties  be- 
tween large  inventories  and  falling 
tractor  sales.  Earnings  fell  from 
$5.46  per  share  in  1966  to  $3.12 
in  1970.  Finally,  last  year  the  trac- 
tor business  picked  up  again  and 
Deere,  with  a  timely  push  from 
a  sizable— and  nonrecurring— year- 
end  inventoiy  adjustment,  leport- 
ed  earnings  of  $4.29  per  share. 
Not  eveiything  came  up  roses, 
however.  Deere's  deal  to  merge  its 
money-losing  (over  $100  million 
since  1956)  foreign  operations  into 
a  joint  venture  with  Italy's  Fiat  fell 
through,  so  that  drain  remains. 
The  company  has  trimmed  inven- 
tories, and  the  outlook  is  good  for 
farm  equipment  sales.  But  Deere  is 
hardly  setting  the  world  on  fire. 
Even  with  last  year's  pickup,  its  re- 
turn on  equity  was  just  9%. 
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Why  Dallas  is  the  place. 

It's  the  busiest  intersection  of  cash  flow  in  the 
Southwest.  Last  year,  Dallas  bank  debits  exceeded 
those  of  any  other  Southwestern  metropolitan  area 
by  more  than  22%. 

Dallas  is  headquarters  for  the  1 1th  Federal 
Reserve  District.  Bank  transactions  from  across  the 
Southwest  converge  here.  As  do  transportation  and 
distribution  routes.  And  by  mid-1 973,  the  Dallas/Fort 
Worth  area  will  be  the  site  of  the  world's  largest  air 
passenger  and  freight  complex. 

Why  First  in  Dallas  is  the  bank. 

The  First  makes  a  specialty  of  regional  banking 
services.  Especially  cash  management. 

The  system  you  need  is  the  system  you  get. 
Starting  with  seven-day-a-week  postal  courier 
collections  and  over  700  regional  correspondent  banks, 
we  can  follow  through  with  receivable  collection 
systems,  data  transmission,  disbursements,  recon- 
ciliations, payroll  services,  and  a  full  range  of  credit 
facilities,  including  international. 

Beyond  cash  management,  the  First  offers 
complete  corporate  trust  services.  With  certain 
investment  ideas  unique  to  the  Southwest. 

We're  now  providing  regional  banking  services 
for  70  of  Fortune  Magazine's  1 00  largest  corporations. 
We'd  welcome  the  opportunity  to  discuss  why  you 
should  do  your  regional  banking  in  Dallas.  At  First 
National.  Call  Senior  Vice  President  Bill  Breedlove 
at  (2 1 4)  749-4670.  Or  Ed  Townsend,  Senior  Vice 
President  for  National  Accounts,  at  749-467 1 . 


Regional  cash 
management 

in  the  Southwest. 


Cash  Management  Specialists 
in  the  Southwest. 


fiist 

NATIONAL  BANK 

IN  DALLAS 


^^V  LEASING  IN  DALLAS:  the  56-story  First  International  Bidg.  for  occupancy  first  quarter  1974.  P.O.  Box  6031.  Dallas.  Texas  75222. 

Member  FDIC 
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Huge  chemical  plants  are  no  longer  the  profit  generators  they  once  were. 


Dow  Chemical 


Revenues  (mil.)  $2,052.7 

Earnings  per  share  $3.40 

Cash  flow  per  share  $8.22 

Annual  earnings  growth  1967-71  5.0% 

Av.  return  on  capital  1967-71  9.8% 

P/E  ratio  range  1967-71  23-13 

Price  range  1967-71  791/2-391/8 

Class  tells.  Dow  is  loaded  with 
commodit\-  chemicals— supposed!} 
low-profit— yet  ranks  right  behind 
du  Pont  in  profitabilit> .  The  secret: 
abundant  raw  materials  (from 
huge  prehistoric  brine  deposits  m 
Michigan),  first-class  technology- 
and  la\ishly  yet  carefuUy  spent 
money;  good  management,  in  other 
words.  Dow  has  leveraged  itself  to 
the  hilt  and  worked  hard  to  pump 
up  cash  flow,  then  used  these  funds 
to  build  up  the  largest  (and  hence 
potentially  most  profitable)  posi- 
tions it  could  in  carefully  selected 
basic  chemicals.  In  turn,  it  has 
pushed  belatedly  but  hard  into 
consumer  products  and  has  ex- 
panded o\erseas,  where  it  now 
gets  45?  of  its  earnings.  Its  high 
debt  leverage  makes  Dow  especial- 
ly Nulnerable  to  business  slow- 
downs—the current  chemical  reces- 
sion in  Europe,  for  example— but 
also  helps  it  emerge  as  a  star 
chemical  monevmaker. 


Du  Pon/ 

Revenues  (mil.)  $3,848.2 

Earnings  per  share  $7.33 

Cash  flow  per  share  $15.22 
Annual  earnings  growth  1967-71      —1.3% 

Av.  return  on  capital  1967-71  12.7% 

P/E  ratio  range  1967-71  28-14 

Price  range  1967-71  181i/2-92i/2 

Gre.xt  we.\lth  does  not  necessari- 
ly produce  happiness.  Du  Pont, 
long  the  top  moneymaker  in  chemi- 
cals, is  supersolvent  (with  a  3.6-to- 
1  current  ratio),  has  almost  no 
long-term  debt  and  generates  over 
$700  million  a  year  in  cash  flow. 
Yet    its    earnings    have    generally 


been  sliding  for  eight  years.  An  im- 
provement in  domestic  fiber  prices 
(38%  of  sales)  would  help.  But 
what  du  Pont  needs  most  are  some 
big  new  products  so  it  can  take  ad- 
\antage  of  its  bulging  balance 
sheet.  For  antitrust  reasons  it  can't 
go  out  and  bu\-  them.  Its  highly 
regarded  research  department  has 
come  up  with  some  possibilities— 
Qiana,  spun-bonded  fibers— but  so 
far  none  has  pro\'ided  the  big 
sales  jolt  the  company  needs.  So 
there  du  Pont  sits  \\-ith  all  that 
money,  frustrated  and  stiU  search- 
ing for  profitable  ways  to  use  it. 


Eastman  Kodak 

Revenues  (mil.)  $2,975.9 

Earnings  per  share  $2.60 

Cash  flow  per  share  $3.60 

Annual  earnings  growth  1967-71  5.8% 

Av.  return  on  capital  1967-71  21.7% 

P/E  ratio  range  1967-71  38-23 

Price  range  1967-71  100-575/8 

KoD.\K  pla\  s  a  \  ariation  of  Gillette's 
famous  razor-and-blade  theme- 
give  'em  the  razor  cheap,  but  keep 
'em  coming  back  for  blades— 
with  extremely  profitable  results. 
Its  biggest  profits  come  from  ama- 
teur film,  but  to  keep  film  sales  go- 
ing it  must  sell  a  lot  of  cameras. 
From  the  original  Brownie  to  the 
Instamatic  of  the  SLxties,  Kodak  has 
learned  that  nothing  sells  film  like 
an  inexpensive,  eas\-to-operate 
camera.  So  now,  after  three  \ears 
of  plateaued  earnings,  Kodak  has 
just  brought  out  a  new  pocket  In- 
stamatic in  an  attempt  to  get  prof- 
its moving  again.  Polaroid,  a  big 
competitor  in  the  amateur  photog- 
raphy market,  is  coming  out  at  the 
end  of  this  year  with  an  innova- 
tion of  its  own,  a  simpler  \ersion 
of  its  instant-development  camera. 
Kodak  is  countering  with  film  for 
the  Polaroid  camera  and  is  working 
on  its  owm  in-camera  development 
system.  Another  round  in  the  cat- 
and-mouse  game:  Kodak  the  mar- 
keter   vs.    Polaroid    the   innovator. 


El  Paso  Natural  Gas 


Revenues  (mil.)  $1,020.2 

Earnings  per  share  $2.12 

Cash  flow  per  share  $5.53 

Annual  earnings  growth  1967-71  7.0% 

Av.  return  on  capital  1967-71  5.1% 

P/E  ratio  range  1967-71  20-7 

Price  range  1967-71  26-1434 

Acquisitions  and  diversification 
aren't  El  Paso's  forte.  They  have 
led  to  lower  dividends  and  earnings 
and  entangled  management  in  a 
14-\ear  court  case  over  Northwest 
Division  pipeline.  It  should  be  de- 
cided this  \ear.  El  Paso  seems  set 
to  spin  it  ofi^.  The  crucial  question 
is.  Will  it  be  paid  in  cash  (and 
possibly  forfeit  as  much  as  S50 
million  in  capital  gains  taxes)  or  in 
nonvoting  stock  of  the  spun-off 
companv?  El  Paso's  other  trouble- 
some purchase  was  textile  produc- 
er Beavmit,  which  lost  S12.3  million 
in  the  last  three  years.  El  Paso  has 
talked  much  of  diversification,  and 
its  outside  interests,  including  cop- 
per mining  and  petrochemicals, 
account  for  almost  30%  of  reve- 
nues. But  it  still  gets  97%  of  its  pre- 
tax income  from  natural  gas,  the 
area  that  produced  most  of  1971's 
60^?  rise  in  net.  The  job  ahead: 
Make  diversification  work  better. 


Federal  National  Mortgage 

Revenues  (mil.)  $1,312.5 

Earnings  per  share  $1.43 

Cash  flow  per  share  $1.43 

Annual  earnings  growth  1967-71  31.0% 

Av.  return  on  capital  1967-71  7.6% 

P/E  ratio  range  1967-71  88-10 

Price  range  1967-71  25-71/4 

Lever.\ce?  Here's  a  company  with 
long-term  debt  of  $13.6  billion,  vs. 
stockholders'  equity  of  $460  mil- 
lion. So  no  wonder  1971  was  a 
rich  year  for  Fannie  Mae,  which 
deals  in  the  secondary-  mortgage 
market:  Interest  rates  fell  and  the 
housing  boom  arri%ed,  lifting  earn- 
ings some  800%.  But  can  Fannie 
Mae  hold  its  1971  earnings  level 
if  the  housing  boom  fizzles  or  if 
interest  rates  soar  again?  It's  ques- 
tionable, too,  how  long  Fannie 
Mae  will  be  allowed  to  keep  last 
year's  hefty  return  on  equity-  (16%), 
when  it  is  so  closely  tied  to  the 
Government  (one-third  of  its  di- 
rectors are  Presidential  appoint- 
ees). After  all,  even  AT&T  is  oc- 
casionally accused  of  profiteering. 
And  if  home-building  dips?  Well, 
leverage  can  work  lx)th  ways. 
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Great  Northern  Paper  Company  proudly  announces  a         weight  control;  another  ultra-value. 


major  new  advance  in  the  manufacture  of  paper  for  news- 
paper supplements,  magazines,  catalogs,  directories  and 
other  mass  circulation  printed  materials. 

We  call  it  Ultra  11. 

It  represents  a  new  direction  in  papermaking— verfica/ 
formation  instead  of  the  traditional  horizontal  paper 
manufacturing  method. 

Ultra  11  is  the  beginning  of  a  new  generation  of  paper- 
making  engineered  to  meet  the  rapidly  changing  needs  of 
print  communications  now  and  deep  into  the  future. 

The  printers  dream  come  true  ultra  ii  will  mass 

produce  a  new  family  of  papers,  ultra-level  for  tomorrow's 
printing  requirements,  ultra-uniform  for 
tomorrow's  runnability  targets .  And ,  under 
the  command  of  a  dedicated  computer. 
Ultra  11  will  set  new  standards  in  basis 


A  cleaner  environment  a  measure  of  our  success  in 
meeting  our  ecological  obligations  is  Ultra  11.  It  is  being 
built  from  the  ground  up  with  the  most  advanced  pollu- 
tion abatement  features. 

Helping  our  customers  grow  and  prosper  through 
innovation  is  not  a  new  story  at  Great  Northern.  We've 
always  considered  ourselves  a  partner  in  print  communi- 
cations. 

Ultra  II    is  our  newest  contribution  to  that  partnership. 
If  you'd  like  to  know  more  about  how  Great  Northern 
Paper  Company  can  put  the  future  of  paper  to  work  for 
you,  write: 

Sam  Casey,  President 

Great  Northern  Paper  Company 

75  Prospect  Street 

Stamford,  Conn.  06901 


GREAT  NORTHERN 

A  division  of  Great  Northern  Nekoosa  Corporation 


Federated  Department  Sfores 

Revenues  (mil.)  $2,353.1 

Earnings  per  share  $2.20 

Cash  flow  per  share  $3.00 

Annual  earnings  growth  1967-71  4.2% 

Av.  return  on  capital  1967-71  12.8% 

P/E  ratio  range  1967-71  24-13 

Price  range  1967-71  535/8-25% 

pAsraoNS  change,  but  Federated 
wears  well.  The  fastest  growth  in 
retailing  has  come  from  discount- 
ing, while  Federated  runs  15  de- 
partment store  chains  catering  to 
middle-upper  incomes.  Is  it  hurt- 
ing? Hardly.  Sales  almost  tripled, 
net  up  100%  in  the  past  decade. 
Federated  went  into  the  suburbs 
early  with  Abraham  &  Straus  and 
Bloomingdale's  (between  them 
over  a  fourth  of  total  sales)  and 
has  recently  spread  out  its  oth- 
er stores.  I.  Magnin,  with  22  stores 
in  the  Far  West,  has  entered  Chi- 
cago; Bullock's,  big  in  L.A., 
opened  in  San  Francisco;  and  Shil- 
lito's  of  Cincinnati  is  into  Kentucky. 
Now  Federated  is  using  its  pres- 
tige names  on  chains  of  small  spe- 
cialty shops.  But  it  is  hedging  its 
bet  with  discount  stores  in  Ohio 
and  Florida,  supermarkets  in  Cal- 
ifornia and,  beginning  this  sum- 
mer, a  Levitz-style  furniture  op- 
eration on  the  West  Coast. 


Firestone 

Revenues  (mil.)  $2,483.6 

Earnings  per  share  $1.95 

Cash  flow  per  share  $3.68 

Annual  earnings  growth  1967-71  3.0% 

Av.  return  on  capital  1967-71  9.0% 

P/E  ratio  range  1967-71  17-11 

Price  range  1967-71  33V4-17y2 

A  PENNY  SAVED  is  not  always  a 
penny  earned.  Firestone  has  long 
practiced  corporate  thrift,  allowing 
its  cash  balance  to  rise  far  faster 
and  keeping  its  capital  spending 
much  lower  than  that  of  competitor 
Goodyear.  But  Goodyear  has  been 
growing  almost  twice  as  fast  and 
has  opened  up  a  2)2  point  spread 
in  return  on  equity  (vs.  less  than 
one  point  ten  years  ago).  Firestone, 
for  example,  cautious  as  usual, 
lagged  two  years  behind  Goodyear 
getting  into  bias-belted  tires  and 
watched  Goodyear  take  the  mar- 
bles. Has  it  learned  a  lesson?  Fire- 
stone is  stepping  up  capital  spend- 
ing 25%  this  year  after  lifting  its 
debt  more  than  $100  million  (to 
$490  million).  Most  of  the  new 
spending    will    go    into    radial-tire 


capacity,  just  as  that  market  is  be- 
ginning to  open  up  in  the  U.S,. 
Firestone,  once  Goodyear's  twin, 
has  a  lot  of  catching  up  to  do,  but 
more  willingness  to.  crack  open  the 
piggy  bank  might  narrow  the  gap. 


First  National  City 

Revenues  (mil.)  $1,788.6 

Earnings  per  share  $3.09 

Cash  flow  per  share  $3.09 
Annual  earnings  growth  1967-71        15.6% 

Av.  return  on  capital  1967-71  9.5% 

P/E  ratio  range  1967-71  1910 

Price  range  1967-71  471/2-251/8 

First  National  City  reminds  you 
of  an  elephant  that  runs  like  a 
hare.  It  will  try  almost  any  inno- 
vation, regardless  of  banking  tra- 
dition. For  example,  pioneering  ne- 
gotiable certificates  of  deposit  in 
1970.  The  latest:  the  floating 
prime  rate,  a  move  so  far  shunned 
by  most  majors.  As  a  result.  Citi- 
bank is  now  the  second-largest 
commercial  bank  in  assets  and  the 
largest  U.S.  bank  abroad,  where 
last  year  it  garnered  40%  of  operat- 
ing profits.  Its  growth  surpasses 
that  of  Chase  and  Bank  of  Ameri- 
ca. To  keep  it  going,  Citibank  has 
expanded  outside  banking.  In  1970 
it  acquired  Advance  Mortgage,  the 
country's  fourth-largest  banking 
mortgage  firm.  Abroad,  with  bank- 
ing facilities  just  about  everywhere. 
First  National  City  is  also  opening 
and  acquiring  nonbanking  financial 
concerns.  Its  goal:  15%  annual  earn- 
ings growth  in  the  next  five  years. 


Ford  Motor 

Revenues  (mil.)  $16,433.0 

Earnings  per  share  $6.18 

Cash  flow  per  share  $13.93 

Annual  earnings  growth  1967-71  7.8% 

Av.  return  on  capital  1967-71  8.9% 

P/E  ratio  range  1967-71  72  8 

Price  range  1967-71  73V8-37y8 

Ford  is  no  longer  eating  General 
Motors'  dust— at  least  not  as  much 
of  it.  In  Europe  it  far  outsells  GM. 
At  home,  in  subcompact  models  in- 
troduced to  counter  foreign  im- 
ports, its  Pinto  has  sold  much  bet- 
ter than  Chevy's  Vega.  Ford  still 
has  a  lot  of  gap  closing  to  do,  get- 
ting only  about  half  of  GM's  sales 
in  the  U.S.  market  (23.5%  vs.  45.2% 
in  1971);  and  Henry  Ford  II  con- 
cedes it  won't  catch  up  "in  m\'  life- 
time." Ford  must  tackle  the  same 
problems  that  have  whittled  down 


GM's  margins:  foreign  competition 
and  rising  labor,  safety  and  other 
costs.  And  it  must  do  so  from  a 
much  lower  level  of  profitability 
than  GM  enjoys. 


Ford's  new  Pinto  wagon. 


General  Electric 

Revenues  (mil.)  $9,425.3 

Earnings  per  share  $2.60 

Cash  flow  per  share  $4.10 

Annual  earnings  growth  1967-71  5.9% 

Av.  return  on  capital  1967-71  12.1% 

P/E  ratio  range  1967-71  3217 

Price  range  1967-71  66>/2-30y8 


GE  has  won  some  big  ones  and 
lost  some  big  ones,  but  it  has  gone 
on  year  after  year  earning  15%  on 
stockholders'  equity,  a  superior 
showing  for  any  company  and 
especially  for  a  $9.4-billion  (sales) 
giant.  Considering  that  GE  aban- 
doned computers  and  took  some 
lumps  in  jet  aircraft  engines,  this 
overall  showing  can  only  be 
ascribed  to  good,  solid— but  not 
unventuresome— management.  Bal- 
ancing the  setbacks  was  a  huge  tri- 
umph in  nuclear  power,  where  GE 
now  has  a  $6-billion  backlog  and 
a  probable  leg  up  in  the  pollution 
controversy  over  power  generation. 
With  jet  engines  looking  better, 
the  computer  losses  a  matter  of 
history  and  with  signs  of  a  stronger 
economy,  GE  should  sparkle  over 
the  next  few  years. 
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We're 

in  the 

telephone 

business 

...in 
depth 


You  may  know  about  the  1 ,900,000  telephones  served  by  the  Continental  System  in  42  states,  but 
do  you  know  about  the  4,938  items  we  manufacture  for  the  telecommunications  industry  ?  We  sold 
125  million  dollars  worth  last  year. 

Our  product  line  runs  all  the  way  from  individual  telephone  cables  that  can  carry  3,600 
simultaneous  conversations,  to  our  AML—  a  station  carrier  system  which  electronically  doubles 
the  number  of  voices  carried  on  a  single  pair  of  telephone  wires. 

New  products  are  constantly  being  developed.  VIDAR,  one  of  our  manufacturing  subsidiaries, 
just  received  the  first  order  for  its  latest  brainchild.  An  automatic  electronic-call-metering  system 
which  has  great  potential  for  the  entire  telephone  industry. 

Interesting  fact  is,  the  Continental  Manufacturing  Group  sells  80%  of  its  output  to  other 
telephone  companies  (and  some  companies  outside  the  industry). 

The  telephone  industry  spent  $9.5  billion  for  plant  expansion  and  improvement  of  service  in 
1971 .  The  budget  this  year  is  $  10.5  billion.  Future  budgets  can  be  expected  to  go  on  rising.  And 
Continental  can  be  expected  to  go  on  increasing  its  share  of  this  growing  market. 


For  further  information 

send  for  our  annual  report. 

Write  to:  Dulles  International  Airport, 

P.O.  Box  17409.  Washington,  D.C.  20041. 


E 


Continental  Telephone 


General  Foods 


Revenues  (mil.)  $2,281.9 

Earnings  per  share  $2.38 

Cash  flow  per  share  $3.29 

Annual  earnings  growth  1967-71  4.1% 

Av.  return  on  capital  1967-71  14.2% 

P/E  ratio  range  1967-71  2314 

Price  range  1967-71  ASV^-SOV* 

General  Foods  didn't  look  both 
ways  before  venturing  out  of  the 
pantr)'  onto  the  highway  with  its 
Burger  Chef  and  Rix  roast  beef 
acquisitions.  It  was  run  over  to  the 
tune  of  $47  milhon  of  write-offs  in 
1971,  ending  19  years  of  consecu- 
tive earnings  gains.  GF  is  also 
spending  a  bundle  tiying  to  hold 
onto  its  share  of  a  diminishing 
worldwide  coffee  market  which  ac- 
counts for  almost  one-third  of  sales. 
Expensive  new  products  like  Maxim 
freeze-dried  coffee  haven't  paid  off 
as  expected.  Its  Jell-0  desserts  are 
losing  market  share  to  Hunt-Wes- 
son's upstart,  Snack  Pack.  But  oth- 
er lines,  like  Birds  Eye,  continue  to 
do  well,  and  with  the  big  hamburg- 
er write-off  out  of  the  way,  GF's 
earnings  should  get  going  again. 


the  big,  middle-range  Buicks  and 
Oldsmobiles,  a  market  segment 
where  GM  was  king  and  made 
huge  profits.  In  a  price-resistant 
market  and  with  new  safety  and 
emission  requirements  constantly 
adding  to  costs,  GM  is  under  the 
gun  to  refine  even  further  its  al- 
ready efficient  manufacturing.  The 
name  of  the  game  from  here  on  is 
productivity,  good  old-fashioned 
manufacturing  productivity. 


General  Telephone  &  Electronics 

Revenues  (mil.)  $3,836.8 

Earnings  per  share  $2.35 

Cash  flow  per  share  $5.91 

Annual  earnings  growth  1967-71  2.8% 

Av.  return  on  capital  1967-71  6.5% 

P/E  ratio  range  1967-71  26-10 

Price  range  1967-71  55-20y8 

GT&E  is  an  interesting  combina- 
tion of  enterprises.  Better  than  two- 
thirds  of  its  profits  come  from  its 
highly  regulated  but  relatively 
low-margined  telephone  business. 
These  have  advanced  in  every 
year  in  recent  memory  and  provide 


U/V.  i  »c 


itown,  Ohio  plant  is  one  of  its  newest— and  most  troublesome. 


General  Motors 


Revenues  (mil.)  $28,263.9 

Earnings  per  share  $6.72 

Cash  flow  per  share  $12.98 

Annual  earnings  growth  1967-71  0.9% 

Av.  return  on  capital  1967-71  15.7% 

P/E  ratio  range  1967-71  39  11 

Price  range  1967-71  91V8-59y2 

Gone,  probably  forever,  are  the 
days  when  General  Motors  depend- 
ably cranked  out  a  better-than-20% 
return  on  equity  and  doubled  its 
money  every  four  years.  Foreign 
manufacturers  have  done  what 
GM's  domestic  competitors  failed 
to  do:  reduce  GM's  domestic  mar- 
ket share  from  over  50%  to  45.2% 
in  1971.  Also  hurting  is  the  trend 
toward  smaller  cars  and  away  from 


a  dependable  long-range  growth 
base.  The  other  one-third  of  its 
earnings  come  from  nonregulated 
manufacturing  subsidiaries,  the  big- 
gest of  which  is  Sylvania  (TV  sets, 
hghting  products).  Here  the  earn- 
ings tend  to  gyrate  from  year  to 
year,  enough  to  cause  short-term 
swings  in  the  company's  total  prof- 
ite  but  not  enough  to  impede  the 
steady,  longer-term  advance  in  to- 
tal profits  supplied  by  its  telephone 
business.  What  the  nontelephone 
businesses  do  add  is  a  higher  return 
on  capital.  In  fact,  they  enable  Gen- 
eral Telephone,  whose  telephone 
business  is  only  one-tenth  the  size 
of  rival  Ma  Bell's,  to  earn  a  total 
return  on  its  capital  that  very 
nearly  equals  that  of  its  mammoth 
competitor. 


Georgia-Pacific 


Revenues  (mil.)  $1,447.3 

Earnings  per  share  $1.66 

Cash  flow  per  share  $3.66 

Annual  earnings  growth  1967-71  7.1% 

Av.  return  on  capital  1967-71  8.0% 

P/E  ratio  range  1967-71  37-15 

Price  range  1967-71  60-173^ 

With  the  exception  of  the  con- 
glomerates, few  companies  have 
gotten  bigger  faster  than  Georgia- 
Pacific.  It  has  more  than  quintu- 
pled sales  and  net  income  since 
1961,  finally  sweeping  past  arch- 
rival Weyerhaeuser  in  revenues  in 
1971.  It  cannot  yet  match  Weyer- 
haeuser in  return  on  capital  (6.6%, 
vs.  8%),  for  two  reasons:  By  ac- 
quiring timberlands  in  wholesale 
fashion,  G-P  has  piled  up  an  enor- 
mous debt  load  ($836  million,  vs. 
Weyerhaeuser 's  $532  million ) . 
Weyerhaeuser  acquired  its  timber 
decades  ago  when  prices  were 
lower.  G-P  also  is  more  dependent 
than  its  competitor  on  lower-profit 
pulp  and  paper  operations.  Now 
comes  an  ironic  twist.  G-P,  once  a 
tiny,  brash  also-ran,  is  judged  too 
powerful  by  the  Federal  Trade 
Commission,  and  an  FTC  com- 
plaint seeks  the  divestiture  of  55% 
of  G-P's  southern  pine  capacity  just 
when  the  housing  market  is  boom- 
ing. To  sell,  says  G-P,  "would  liq- 
uidate us  out  of  business."  For 
G-P  the  battle  isn't  over  yet. 


Getty  Oil 

Revenues  (mil.)  $1,343.4 

Earnings  per  share  $6.24 

Cash  flow  per  share  $12.69 

Annual  earnings  growth  1967-71  6.5% 

Av.  return  on  capital  1967-71  8.8% 

P/E  ratio  range  1967-71  23-7 

Price  range  1967-71  1101/2-36^8 

J.  Paul  Getty  is  a  very  rich  man, 
and  Getty  Oil  (he  controls  63%  of 
the  common)  a  very  strong  compa- 
ny. It  is  one  of  the  few  major  oils 
that  isn't  borrowing  heavily  to  stay 
even:  Its  debt/ equity  ratio  is 
roughly  1  to  10,  vs.  Texaco's  I  to 
6.  It  is  strong  in  cmde  production, 
over  70%  of  which  comes  from 
North  America.  It  has  expanded 
its  U.S.  refining  and  marketing,  put- 
ting close  to  45%  of  its  capital 
spending  into  those  areas.  Other 
pluses  include  a  large  supertanker 
fleet  and  extensive  uranium  reserves. 
The  unexpected  is  the  rule  in  oil, 
but  Getty  seems  well  set  for  almost 
anything  that  might  happen. 
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Many 

things     I  i 

we  finance  u  i 

aren't  V  '« 

even       \ 

electric.       ^ 


Hauling  your  goods  to  market  isn't  as  easy 
as  it  sounds.  For  one  thing,  you  need 
enough  trucks.  And  that's  where  General 
Electric  Credit  can  help  you. 
Not  only  do  we  finance  trucks  at  GECC.    . 
We  lease  them,  too.  Anything  from  a 
single  truck  to  a  whole  fleet. 
And  we  finance  a  lot  of  other  things  at 
General  Electric  Credit,  too!  For 
consumers,  we  finance  mobile  homes, 
pianos,  pleasure  boats,  and  furniture. 
For  commerce  and  industry,  we  finance 
jet  aircraft,  real  estate,  and  computers. 
And  income-producing  equipment  and 


machinery  of  a  wide  variety  of 

descriptions.  Even  entire  plants! 

So  no  matter  what  you  need  for  corporate 

growth,  we  can  probably  finance  it  — 

or  lease  it  to  you  —  on  very  attractive 

terms.  Or  we  can  provide  accounts 

receivable  or  inventory  financing  to 

free-up  your  own  growth  capital. 

All  our  plans  are  flexible!  We'll  tailor 

them  to  your  exact  needs. 

So  talk  to  us  soon! 

Remember:  at  General  Electric  Credit, 

we  finance  and  lease  some  of  the  most 

un-electric  things  imaginable. 


General 
Electric 
Credit 

CORPORATION 


Administrative  Offices: 

Stamford,  Connecticut  06902  •  (203)  327-7700 

Equipment  and  Fleet  Leasing 

Commercial  and  Industrial  Time  Sales  Plans 

Computer  Financing  and  Leasing 

Capital  Loans  and  Real  Estate 

Accounts  Receivable  and  Inventory  Financing 

Consumer  Credit 

Mobile  Homes  •  Home  Modernization  •  Boats 


"WeVe  using  it 

to  get  bacic  into  tlie 

White  House." 

"In  this  election  year,  improved  communications  will  be  an  important 
part  of  our  political  strategy,"  reports  Lawrence  O'Brien,  the  chairman  of 
the  Democratic  National  Committee. 

"We  plan  to  use  TWX  to  link  up  the  National  Committee  with  the 
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Democratic  governors  and  state  chairmen.  And  with  it,"  continues 
Mr  O'Brien,  "we  will  be  able  to  report  on  important  political  events.  And 
instantaneously  transmit  our  reaction  and  evaluations." 

Even  if  you're  not  running  for  office,  TWX  can  speed  up  the  tempo  of 
your  company's  business  and  give  you  a  competitive  edge. 

By  combining  the  speed  of  a  phone  call  with  the  accuracy  of  a  letter, 
TWX  has  become  the  modern  way  to  transmit  orders,  reports,  estimates, 
price  changes,  computer  data.  With  it  you  can  communicate  with  45,000 
TWX  subscribers  and  60,000  Telex  users  in  North  America  as  well  as  the 
more  than  200,000  Telex  subscribers  around  the  world. 

TWX  delivers  your  message  in  written  form,  at  modest  cost.  You  can 
send  100  words  anywhere  in  the  continental  U.S.  for  70  cents  or  less. 
(Price  does  not  include  tax.) 

With  TWX,  you  can  send  telegrams  throughout  the  United  States  and 
cablegrams  throughout  the  world.  You  can  even  send  electronic  Mailgrams 
for  overnight  delivery  within  the  U.S. 

With  a  TWX  terminal,  you  can  send  and  receive  messages  any  hour  of 
the  day  or  night.  Reception  is  automatic;  no  operator  is  required. 

Our  TWX  network  is  part  of  a  growing  family  of  Western  Union 
services  called  "electronic  data  communications."  EDO  for  short. 

These  services  also  include  Telex,  Mailgram,  Datacom,  Info-Corn 
and  Private  Wire  systems. 

Whatever  your  company's  size,  there  is  a  Western  Union  system  that 
can  help  your  company  communicate  faster 

Perhaps  your  company  should  consider  data  communications  from 
a  cost-effective  point  of  view.  We  are  prepared  to  discuss  with  you  some  of 
the  methods  you  can  use  to  improve  the  way  your  business  communicates. 

For  more  information  contact  your  local  Western  Union  office 
or  write  to:  Kendall  J.  Mau,  Western  Union  Telegraph    UHJ|  |^J 
Company  60  Hudson  Street,  New  York,  N.Y  10013.     ujEstErn  union 

Western  Union's 
"electronic  data  communications" 

The  most  useful  business  tool  since  computers. 
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The  helpful  bank 
is  part  of  the 
local  scene 
in  over  30  lands. 

"The  Royal" 

Argentina  •  Bahamas  •  Belgium  •  Br.izil  •  British  Honduras  •  Cayman 
GermanyGreat  Bntain-Guyana-Haiti-  Hong  Kong-Jamaica-Japan 


IjL 


Boys'    Festival    Day.    Brightly    colo 
paper  fish,  streamers,  flowers  and  a  c 
parade.  This  is  the  annual  Boys"  FestTT 
Day  in  Japan.   It's  part  of  the  unite 
Japanese  scene.  And  so  is  the  Royal  Bank.  We  get  - 
volved.  With  the  people.  The  local  customs.  Internatic  li 
banking.  Which    is   why   we    have    men    in    Tokyo 
hHong  Kong  to  help  you  vA/ith  your  dealings  anywhep   ' 
the  Far  East. 
Just  Call.  And  see  how  helpful  we  can  be. 

TH  E  ROYAL  BAN  K  O  F  CAN  AC  ^ 

New  York  Agency.  68  William  St.  N.Y.  10005 

Also  in  Chicago,  Dallas.  Los  Angeles. 

Head  Office.  Place  Ville  Mane.  Montreal. 

Toronto.  20  King  Street  West. 

Over  1300  offices  in  Canada  and  around  the  world. 


•  Colombia  •  Dominican  Republic  •  Eastern  Caribbean  •  France  •  French  West  I. 
Lebanon  •Puerto  Rico-Trmidad  &  Tobago-Umted  States-Venezuela-Virgin  Is 


Goodyear 


Revenues  (mil.)  $3,601.6 

Earnings  per  share  $2.34 

Cash  flow  per  share  $4.14 

Annual  earnings  growth  1967-71  7.2% 

Aw.  return  on  capital  1967-71  94% 

P/E  ratio  range  1967-71  18-11 

Price  range  1967-71  351/4-19^8 

One  pla\'er  takes  an  early  lead 
and  keeps  widening  the  gap.  It 
isn't  very-  e.\citing  for  the  specta- 
tors, but  the  winner's  purse  feels 
just  as  comfortingly  heavy.  Good- 
year is  this  t>pe  of  racer.  The  com- 
pan\-  got  off  to  a  flying  start  in 
1906  with  the  first  pneumatic  tires 
and  has  l^een  first  among  U.S.  tire- 
makers  e\er  since,  with  a  five-year 
eamings-per-share  growth  rate  al- 
most triple  that  of  Firestone,  its 
closest  competitor.  Its  greatest  coup 
in  recent  years  was  bringing  out 
bias-lx?lted  tires  before  any  other 
major  fabricator.  Goodyear  owes 
this  first-rank  position  to  forward- 
looking  management  willing  to 
spend  aggressively  for  product  de- 
velopment and  market  expansion. 


W.R.Grace 

Revenues  (mil.)  $2,048.9 

Earnings  per  share  $1.83 

C^sh  flow  per  share  $4.00 

Annual  earnings  growth  1967-71  — 8  7% 

Av.  return  on  capital  1967-71  5.8% 

P/E  ratio  range  1967-71  32-9 

Price  range  1967-71  54'/«17y8 

The  name  Grace  used  to  call  to 
mind  proud  steamships  and  Latin 
America,  where  just  after  World 
War  II  the  company  did  almost  all 


"The  Godfather"  will  help  protect 
Gulf  &  Western's  profits  iiy  1972. 


its  business.  Today  the  steamships 
are  gone  and  less  than  4%  of  Grace's 
earnings  come  from  south  of  the 
border.  Grace  has  replaced  them 
with  a  variety  of  businesses:  ferti- 
lizers, plastics,  petroleum,  mining, 
housewares,  restaurants,  sporting 
goods,  toys,  books— you  name  it. 
Sales  almost  quadiupled  between 
1961  and  1971,  but  not  earnings. 
Plagued  by  losses  and  write-offs 
in  a  raft  of  unsuccessful  ventures 
—last  year  it  was  Italian  shoes,  ap- 
parel, petroleum  and  mining  op- 
erations—Grace's per-share  net  (af- 
ter special  charges)  now  is  lower 
than  ten  years  ago.  Were  steam- 
ships and  Latin  America  that  bad? 


Gulf  &  Wesfern  Industries 

Revenues  (mil.)  $1,566.3 

Earnings  per  share  $2.61 

Cash  flow  per  share  $4.75 

Annual  earnings  growth  1967-71  7.4% 

Av.  return  on  capital  1967-71  8.0% 

P/E  ratio  range  1967-71  23-4 

Price  range  1967-71  641/4  9 '/a 

With  The  Godfather  in  iiis  hip 
pocket,  Charles  Bluhdorn  and  his 
G&W  cohorts  are  making  their  num- 
bers again.  Some  of  them,  anyhow. 
But  Charlie  Bluhdorn  is  no  longer 
the  high-fly ii\g  operator  he  once 
was.  He  has  had  to  forsake  the  ac- 
robatic acquisition  approach  that 
in  ton  years  took  G&W's  sales  from 
$65  million  to  $1.6  billion  and 
earnings  from  $1.8  million  to  $55 
million.  Tlic  Justice  Department,  a 
low  earnings  multiple  and  nearly 
$1  billion  in  long-term  debt  (vs. 
$621  million  equity)  have  blocked 
that  rout'e.  So  acquisitor  Bluhdorn 
has  turned  consolidator,  cutting 
back  on  prosaic  zinc-smelting  and 
metal-forming  operations  that 
largely  offset  197 1's  gains  from 
money-lending  Associates  Corp. 
(up  34%)  and  movies  (Love  Story 
boosted  operating  income  at  Para- 
mount from  $2  million  to  $22  mil- 
lion ) .  Can  a  onetime  financial  whiz 
find  happiness  in  actually  running 
businesses?  It  rarely  happens,  but 
Charles  Bluhdorn  could  be  an 
exception. 


Gulf  Oil 

Revenues  (mil.)  $5,940.0 

Earnings  per  share  $2.70 

Cash  flow  per  share  $5.16 

Annual  earnings  growth  1967-71  2.3% 

Av.  return  on  capital  1967-71  10.3% 

P/E  ratio  range  1967-71  17-8 

Price  range  1967-71  49-21 3^ 


Gulf  has  been  running  on  a  veiy 
expensive  treadmill.  Ten  years  ago 
Gulf  found  itself  fabulously  rich  in 
crude,  most  of  it  high-sulphur  Ku- 
wait crude,  but  quite  weak  in  re- 
fining and  marketing  outside  the 
U.S.  Today,  despite  outlays  of  bil- 
lions of  dollars,  Gulfs  imbalance 
remains.  Large  chunks  of  its  spend- 
ing had  to  be  diverted  toward 
shoring  up  its  crude  position:  look- 
ing for  less  sulphurous  crude  else- 
where, putting  up  a  desulphuriza- 
tion  plant  in  Kuwait,  building  a 
supertanker  fleet  and  deepwater 
ports  to  transport  its  faraway  crude 
supplies.  The  result:  Lacking  bal- 
ance and  highly  dependent  on  Ku- 
wait crude.  Gulf  is  the  most  vul- 
nerable of  the  Big  Five  American 
internationals  to  OPEC  (Organi- 
zation of  Petroleum  Exporting 
Countries)  "participation"  in  crude 
operations.  Should  the  Arab  coun- 
tries simply  decide  to  expropriate 
its  ciude,  Gulf  will  have  only  one 
consolation:  a  very  nice  collection 
of  tankers. 


Honeywell 

Revenues  (mil.)  $1,946.1 

Earnings  per  share  $3.70 

Cash  flow  per  share  $16.51 

Annual  earnings  growth  1967-71  5.4% 

Av.  return  on  capital  1967-71  8.5% 

P/E  ratio  range  1967-71  46  20 
Price  range  1967-71                   I571/4-631/2 

Normally,  a  10%  share  of  maiket 
is  slim  pickings;  in  the  computer 
business,  it's  about  $1  billion  in  an- 
nual revenues.  Not  only  that,  it's 
past  the  point  where  profitability 
has  changed  from  a  question  of  "if" 
to  one  of  "how  much."  This  is  the 
point  Honeywell  was  aiming  at  in 
April  1970  when  it  decided  to  risk 
acquiring  GE's  money-losing  com- 
puter division.  The  combination 
doubled  Honeywell's  EDP  sales 
volume  while  bringing  needed  bal- 
ance to  its  range  of  computers  and 
worldwide  operations.  Last  year's 
computer  revenues  (49%  of  sales) 
were  $100  million  over  1970,  and 
continued  growth  is  expected  to 
compensate  for  dwindling  aero- 
space orders  for  guidance  and  con- 
trol systems.  What  Honeywell  needs 
now  is  a  new  product  line  to  en- 
courage its  customers  (who  buy  or 
rent  $3.5  billion  worth  of  equip- 
ment) to  trade  up  to  more  ad- 
vanced models.  Meanwhile,  up- 
graded models  in  its  2000  and 
6000  series  are  keeping  old  cus- 
tomers in  the  Honevwell  fold. 
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Household  Finance 


Revenues  (mil.)  $1,944.0 

Earnings  per  share  $3.18 

Cash  flow  per  share  $5.62 

Annual  earnings  growth  1967-71  5.8% 

Av.  return  on  capital  1967-71  7.2% 

P/E  ratio  range  1967-71  17-9 

Price  range  1967-71  55-25V8 

The  Sixties  were  good  times  for 
Household  Finance.  It  pulled  ahead 
of  archcompetitor  Beneficial  in  per- 
sonal loans  by  emphasizing  larger 
loans.  It  bought  and  buUt  up  a  suc- 
cessful merchandising  empire  that 
last  year  accounted  for  an  impres- 
sive $I.3-billion  sales,  and  it  ac- 
quired a  profitable  manufacturing 
company  (King-Seeley  Thermos). 
But  in  1969  Household  may  have 
bought  itself  a  problem:  National 
Car  Rental  System,  which  last 
year  lost  $4.3  million— down  from 
I970's  $4.6-million  profit— mostly  in 
trying  to  expand  its  nonairport  busi- 
ness. But  Household  is  so  strong  in 
three  big  consumer  fields— money- 
lending,  retailing  and  recreational 
goods— that  it  can  hardly  help  but 
thrive  in  an  increasingly  consumer- 
oriented  economy. 


IN  A  Corp. 


Revenues  (mil.)  $1,345.9 

Earnings  per  share  $3.93 

Cash  flow  per  share  $3.93 

Annual  earnings  growth  1967-71  19.3% 

Av.  return  on  capital  1967-71  6.4% 

P/E  ratio  range  1967-71  34-7 

Price  range  1967-71  571/2-221/4 


IN  A  doesn't  like  following  the 
crowd.  It  didn't  simply  wait  for 
conditions  to  improve  in  the  prop- 
erty and  casualty  business,  where 
it  gets  some  81%  of  its  gross  op- 
erating income.  Back  in  1969  it 
fought  hard  for  premium  rate  hikes, 
tlms  causing  drastic  cuts  in  its 
property  and  general  liability  busi- 
ness. Result:  a  dramatic  cut  in  its 
loss  ratio  and  rise  in  profits.  INA 
also  performed  some  equally  radi- 
cal surgery  on  its  group  accident 
and  health  business  in  1970,  wip- 
ing some  20%  of  its  risks  off  the 
books.  Result:  another  nice  profit 
in  an  area  where  competitors  have 
gone  to  the  cleaners.  INA  hasn't 
been  so  lucky  with  its  acquisition 
of  Blyth  &  Co.,  an  investment 
banking  fiim  whose  1971  losses  cut 
INA's  noninsurance  income  almost 
in  half.  But  if  anything  is  certain, 
it  is  that  Blyth,  too,  is  scheduled 
for  a  shake-up. 


Inland  Steel 


Revenues  (mil.)  $1,253.6 

Earnings  per  share  $2.44 

Cash  flow  per  share  $5.79 

Annual  earnings  growth  1967-71  —6.8% 

Av.  return  on  capital  1967-71  6.6% 

P/E  ratio  range  1967-71  14-7 

Price  range  1967-71  425/8-223/4 

Despite  its  well-rounded  product 
mix  and  premier  location,  right  in 
the  middle  of  the  industiy's  best 
market.  Inland  Steel  was  bush- 
whacked along  with  its  competi- 
tors in  the  last  two  years.  Inland 
managed  to  push  sales  ahead  by 
5%  in  1971  on  the  strength  of  a 
fourth-quarter  spurt  in  shipments, 
but  its  per-share  earnings,  while 
up  slightly,  were  down  almost  $2 
from  1968.  Inland  is  essentially 
a  one-plant  operation  tending, 
thanks  to  its  Chicago  location,  to 
higher  rates  of  capacity  and  wider 
profit  margins  than  the  industry. 
Even  last  year  it  earned  a  respec- 
table (for  steel)  7%  return  on  equi- 
ty. But  competitors  have  recently 
been  concentrating  their  most 
modern  new  equipment  in  In- 
land's bailiwick— notably  Bethle- 
hem at  its  Burns  Harbor,  Ind. 
plant.  So  Inland  has  problems— but 
other  steel  companies  should  have 
such  problems! 


International  Business  Machines 

Revenues  (mil.)  $8,273.6 

Earnings  per  share  $9.38 

Cash  flow  per  share  $19.30 
Annual  earnings  growth  1967-71        13.5% 

Av.  return  on  capital  1967-71  18.0% 

P/E  ratio  range  1967-71  56  25 

Price  range  1967-71  387-1763/4 

Last  year  IBM's  net  income  grew 
by  only  6%  instead  of  the  usual  18%. 
The  fortress  wasn't  invulnerable  af- 
ter all— although  with  profits  of  over 
$1  biUion  it  didn't  look  much  like 
a  poorhouse  either.  A  sluggish  econ- 
omy, combined  with  overcapacity, 
hurt  rentals,  but  IBM  reacted  with 
its  usual  massive  efficiency.  It  in- 
troduced the  System  370,  whose 
long  life  and  faster  speed  tempted 
users  to  trade  up  from  the  360.  It 
countered  the  leasing  company 
competition  with  price  changes.  It 
battled  peripherals  manufacturers 
by  cutting  prices  to  the  bone  and, 
for  good  measure,  by  introducing  a 
communications  terminal  and  a 
disk  drive  that  could  obsolete  much 
existing  peripheral  equipment. 
None  of  this  endeared  IBM  to  the 


half  dozen  companies  now  suing  it 
for  antitrust  violations.  But  with  al- 
most 70%  of  the  world  computer 
market  and  $8.3  billion  in  reve- 
nues, IBM's  problems  are  still  the 
kind  one  could  live  with. 


New  IBM  information  display  system. 


International  Harvester 

Revenues  (mil.)  $3,016.3 

Earnings  per  share  $1.65> 

Cash  flow  per  share  $4.39 

Annual  earnings  growth  1967-71  — 14.0%  1 

Av.  return  on  capital  1967-71  5.2%i 

P/E  ratio  range  1967-71  21-10 

Price  range  1967-71  41-22' 

Talk  about  tantalizing  possibili- 
ties. If  somehow  International  Har- 
vester could  raise  its  return  on 
sales  to  a  merely  average  4%,  iti 
would  nearly  triple  1971  earnings. 
But  how?  That's  the  rub.  Harvester 
is  the  world's  largest  farm  equip- 
ment maker  ( 30%  of  sales )  and  one 
of  the  leading  ti"uck  producers 
(51%),  but  its  profits  have  been 
dropping  by  about  15%  a  year  since 
the  mid-Sixties.  Farm  equipment 
has  been  a  headache,  both  at 
home  and  abroad,  but  Hai-vestei 
has  also  been  lagging  in  construc- 
tion equipment,  now  about  11% 
sales.  In  trucks,  IH,  in  spite  of  ift 
broad  line,  is  only  getting  start^' 
in  the  fastest-growing  part  of  tt 
market,  light-duty  models.  Th^T 
most  hopeful  sign  is  that  heavy  j 
duty  trucks.  Harvester's  rea  I 
strength,  seem  to  be  entering  on( , 
of  their  six-year  cyclical  upturns. 
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^silanti  is  sending  drunk 
rivers  to  a  couples  club. 


I^'s  a  traffic  offender,  a  man  arrested  for 
,ng  under  the  influence  of  liquor.  The  court 
d  for  an  evaluation  and  found  he  had  a 
lem-drinking  pattern.  He  accepted  pro- 
)n  with  a  no-drinking  clause.  For  a  year 
take  Antabuse  pills.  For  a  month  he'll 
:part  in  group  counseling. 

le's  his  wife.  For  a  month  she'll  also  take 
in  group  counseling. 

Dr  both,  the  sessions  are  often  their  first 
at  drinking  as  a  problem.  And  at  the  other  j 
lems  they've  been  living  with.  Employ- 
:,  money  management,  health  needs, 
ds  and  relatives,  kids,  their  marriage. 

;ie  idea  isn't  to  punish  the  alcoholic  mate. 
0  look  at  the  inter-related  problems  that 
mpany  abusive  drinking.  And  to  find  strengths  and  understanding  upon  which  to  build. 

ihis  is  one  countermeasure  of  ASAP,  the  Alcohol  Safety  Action  Program  in  Washtenaw 
jnty,  Michigan. 

Is  a  broad  program  with  many  countermeasures— public  information,  enforcement 
it,  court  evaluation,  licensing,  and  probation  programs.  And  it's  effective. 

the  past  year  it's  kept  a  lot  of  problem-drinkers  off  the  road.  It's  put  a  lot  of  problem 
lies  back  on.  Almost  half  of  ASAP's  couples  keep  up  the  counseling  long  after  the 
ired  month  is  up. 

irough  such  ASAP  projects  across  the  country,  the  National  Highway  Traffic  Safety 
linistration  is  developing  recommendations  for  an  effective  nation-wide  program 
3p  drunk  driving. 

ate  Farm  endorses  this  effort  because  nearly  thirty  thousand  drivers,  passengers  and 
strians  were  killed  last  year  in  alcohol-related  accidents. 

ou  can  help.  For  information,  write  the  National  Highway  Traffic  Safety  Administra- 
'  Department  of  Transportation,  Washington,  D.C.  20590. 


STATE  FARM  MUTUAL  AUTOMOBILE  INSURANCE  COMPANY 

Home  Office:  Bloemington,  Illinois 


STATE    FARM 


INSURANCE 


International  Paper 


Revenues  (mil.)  $1,987.3 

Earnings  per  share  $1.55 

Cash  flow  per  share  $4.04 
Annual  earnings  growth  1967-71      — 6.3% 

Av.  return  on  capital  1967-71  7.4% 

P/E  ratio  range  1967-71  26-12 

Price  range  1967-71  46-243/4 

Successful  treason?  If  successful, 
it  becomes  patriotism.  So  Paul  A. 
Gorman,  former  Western  Electric 
and,  briefly,  Penn  Central  head,  is 
now  the  legitimate  boss  of  big 
(nearly  $2-bilhon  sales)  Interna- 
tional Paper.  He  got  there  via  a 
palace  coup  led  by  former  AT&T 
Chairman  Frederick  R.  Kappel  that 
in  1971  eased  out  IP  head  Edward 
B.  Hinman— who  had  brought  in 
Kappel  in  the  first  place.  The  new 
team  has  complaints  aplenty  against 
past  management,  including  belated 
and  ill-timed  consumer  market  ven- 
tures that,  with  other  bloopers,  cost 
IP  $39  million  in  write-offs  in  1970 
and  pushed  earnings  back  to  1949 
levels.  But  blaming  the  old  regime 
is  convincing  only  so  long.  The  real 
question  now  at  IP  is.  Can  Kappel, 
Gorman  &  Co.  do  better? 


International  Telephone 
&  Telegraph 

Revenues  (mil.)  $8,810.7 

Earnings  per  share  $3.45 

Cash  flow  per  share  $5.41 
Annual  earnings  growth  1967-71        111% 

Av.  return  on  capital  1967-71  10.8% 

P/E  ratio  range  1967-71  2710 

Price  range  1967-71  673/8-301/2 

The  public  parade  of  alleged  skel- 
etons from  its  closet  made  ITT  look 
curiously  clumsy.  But  the  fact  re- 
mains that  ITT  still  has  all  the  signs 
of  a  first-class  operator  and  profit 
producer.  Almost  alone  among  the 
conglomerates,  ITT  kept  its  earn- 
ings pointing  upwards,  and  profits 
in  1971  were  ahead  of  1969's  e\en 
after  the  $70-million  write-off  for 
the  Chilean  property  seizure.  Har- 
old Geneen's  great  success  has  been 
in  building  on  his  telecommuni- 
cations base  and  entering  mature 
industries  (food,  housing,  auto 
parts)  and  making  them  grow. 
Now  comes  the  toughest  test  of  all 
for  tiie  man  who  in  1 1  >  ears  swept 
ITT's  revenues  from  SSOO  million 
to  $7.3  billion  and  profits  from  $40 
million  to  $407  million.  With  U.S. 
acquisitions  virtually  shut  off  by 
antitnist  strictures  and  European 
ones  increasingly  hard  to  get,  can 


Geneen  keep  up  the  growth  pace 
he  has  promised— S3C)  million  a 
year  in  profit  gains— almost  entirely 
from  within? 


International  Utilities 

Revenues  (mil.)  $1,098-8 

Earnings  per  share  $3.28 

Cash  flow  per  share  $7.12 
Annual  earnings  growth  1967-71        10.5% 

Av.  return  on  capital  1967-71  6.2% 

P/E  ratio  range  1967-71  27-8 

Price  range  1967-71  511/4-181/2 

Intern.atioxal  Utilities  belies  its 
name.  Its  Canadian  and  U.S.  util- 
ities, once  the  backbone  of  the 
company,  now  supply  less  than  a 
third  of  its  income.  So  where  does 
lU  make  its  money?  Largely  in 
transportation.  Subsidiaries  Gotaas- 
Larsen  in  charter  shipping  and  Ry- 
der Truck  Lines  and  Pacific  Inter- 
mountain  Express  in  trucking  ac- 
count for  half  of  lU's  operating  in- 
come. The  rest  comes  from  a  mish- 
mash of  smaller  companies  lU  has 
acquired  since  it  switched  during 
the  Sixties  from  being  a  holding 
company  with  much  of  its  money 
safely  invested  in  gas  and  electric 
utilities  to  being  an  aggressive  con- 
glomerate. lU's  net  per  share  tripled 
since  1961,  but  over  the  same  time 
its  long-term  debt  rose  from  S59 
million  to  $500  million,  and  the 
company  is  deeply  committed  to 
cyclical  ventures  like  transportation 
and  land  development. 


Kennecott  Copper 

Revenues  (mil.)  $1,053.4 

Earnings  per  share  $2.63 

Cash  flow  per  share  $4.82 
Annual  earnings  growth  1967-71      — 3.0% 

Av.  return  on  capital  1967-71  10.4% 

P/E  ratio  range  1967-71  23-6 

Price  range  1967-71  56-193/4 

Kennecott  lost  only  part  of  its 
shirt  in  Chile.  Its  copper  mines 
there  accounted  for  just  11%  of  to- 
tal net.  But  last  vear  the  rest  of  Ken- 


necott's  shirt  was  fuU  of  holes.  Hit 
by  strikes  and  falling  copper  prices, 
Kennecott  has  been  threatened 
with  closure  of  its  western  smelters 
unless  it  pays  $100  million  or  more 
for  pollution  controls,  and  has  been 
told  to  divest  Peabody  Coal.  With 
its  net  nearly  halved,  Kennecott 
had  to  reduce  dividends  sharply, 
and  its  stock  fell  below  book  val- 
ue. Kennecott  is  sick  but  not  mori- 
bund: Last  year  it  still  returned 
7.8%  on  equity  and  had  a  $160- 
million  cash  flow,  double  that  of 
1962.  It  also  has  20  million  tons  of 
recoverable  copper  and  30%  of 
U.S.  production— and,  if  its  divesti- 
ture can  be  defeated  in  the  courts, 
it  has  one  of  the  nation's  largest 
coal  reser\'es  in  its  Peabody  Coal 
subsidiaiy.  But  the  biggest  ques- 
tion still  remains:  Can  management 
make  good  on  this  potential? 


Litton  Industries 

Revenues  (mil.)  $2,466.1 

Earnings  per  share  $1.30; 

Cash  flow  per  share  $3.36: 
Annual  earnings  growth  1967-71      — 7.4%- 

Av.  return  on  capital  1967-71  8.9% 

P/E  ratio  range  1967-71  56-8 

Price  range  1967-71  lOe'/g-HVi 

Litton  reckoned  it  could  adapt 
the  sophisticated  techniques  of  the 
electronics  industry  to  the  producn 
tion  of  such  everyday  items  as  office 
machines,  mechanical  equipment, 
electrical  motors  and  merchant 
ships.  By  buying  aggressively  into 
such  industries,  Litton,  in  ten  years, 
raised  sales  from  $393  million  to 
$2.5  billion  and  profits  from  $16 
million  to  S50  million.  It  found  out, 
however,  that  there  was  no  special 
magic  in  Litton's  management 
methods.  A  typewriter,  even  one 
manufactured  by  Litton,  is  still  a 
typewriter,  and  a  ship  is  still  a  ship. 
With  internal  red  ink  flowing  copi- 
ously, Litton  last  year  could  not 
even  match  its  earnings  of  six  years 
earher;  and  its  stock,  which  had 
once  traded  abo\'e  106,  dropped  Ic 
18,  almost  its  book  value. 


Litton's  Ingalls  operation  has  a  new  sh/p-/aunchi'ng  sysfem. 
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1962.  IBM  plugs 
CalComp  into  IBM. 

1972.  A  new  plug. 


It  happened  at  the 
Seattle  World's  Fair.  IBM 
displayed  an  early  CalComp 
drum  plotter.  Driven  by  their 
1620  computer. 

They  knew  a  good 
combination  even  then. 

What's  happened  since 
is  history.  A  lot  of  people 
have  been  plugging  CalComp 
disk  drives  and  plotters  into 
just  about  every  computer 
IBM  makes. 

And  because  we've  been 
in  and  around  the  computer 
room  for  a  long  time,  you 
would  expect  us  to  provide 
you  with  a  superior  tape 


drive  system,  as  well. 

We  just  have. 

Our  new  plug.  The  1040 
Tape  System. 

As  you've  come  to 
expect,  our  lease  prices  are 
lower  than  IBM's.  And  our 
terms  are  more  flexible. 

The  equipment,  itself— 
like  our  disk  drives  and 
plotters  — is  IBM  compatible, 
designed  to  grow  with  your 
needs,  and  fully-serviced. 
Everywhere. 

For  information  about 
the  new  1040  tape  system, 
call  your  local  CalComp  office 
or  contact  California  Com- 


puter  Products,  Inc.,  FB-M5- 
72,  2411  West  La  Palma  Ave., 
Anaheim,  California  92801. 

(714)  821-2011. 
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Marafhon  Oil 


Revenues  (mil.)  $1,182.5 

Earnings  per  share  $2.96 

Cash  flow  per  share  $5.86 

Annual  earnings  grovrth  1967-71  5.2% 

Av.  return  on  capital  1967-71  10.7% 

P/E  ratio  range  1967-71  21-7 

Price  range  1967-71  593/4-201/8 

If  Libya's  boy  colonel  does  his 
worst  and  takes  over  its  produc- 
tion there,  Marathon  could  sudden- 
ly lose  its  chief  claim  to  interna- 
tional status.  One  of  the  early  birds 
in  Libya,  Marathon  has  reserves 
there  that  are  about  equal  to  its 
U.S.  reserves.  It  depends  on  Libya 
for  some  20%  of  its  profits.  But  even 
without  Libya,  Marathon  would  be 
in  fauly  good  shape.  Little  of  its 
Libyan  crude  comes  into  the  U.S. 
anyway;  most  of  it  is  refined  and 
sold  in  Europe.  And  its  U.S.  pro- 
duction is  improving,  especially  in 
offshore  Louisiana.  Chances  are 
Marathon  could  keep  its  relatively 
high  profit  return.  It  might  even 
keep  its  international  status  if  its 
current  intensive  exploration  in  the 
Irish  Sea  comes  through.  You  can 
put  it  this  way:  Marathon  has  been 
adept  at  keeping  its  balance. 


Marcor 

Revenues  (mil.)  $2,998.6 

Earnings  per  share  $1.64 

Cash  flow  per  share  $3.98 

Annual  earnings  growth  1967-71  17.6% 

Av.  return  on  capital  1967-71  4.2% 

P/E  ratio  range  1967-71  24-7 

Price  range  1967-71  38y8-10'/4 

Montgomery  Ward  and  Contain- 
er Corp.  merged  in  1968  to  avoid 
being  gobbled  up  by  conglomer- 
ates. Their  marriage  of  convenience 
produced  an  initial  30%  spurt  in 
earnings,  but  then  profits  dipped 
and  flattened.  The  odd  couple  jus- 
tified their  union  this  way:  Con- 
tainer, cash-shy,  could  expand  by 
using  Ward's  huge  tax  deferrals 
and  cash  flows  from  its  $I-billion 
credit  business.  That  would  liuy 
time  for  Ward  to  finish  rebuilding 
its  troubled  retail  operation.  But  it 
hasn't  worked  out  quite  as  planned. 
Container  did  build  one  mill,  but 
then  a  glut  and  a  price  decline  in 
packaging  materials  crimped  fur- 
ther expansion.  Falling  Container 
profits  last  year  offset  sliarpl\  rising 
profits  at  Ward.  On  the  other  hand. 
Ward,  which  didn't  build  a  store 
from  1941  to  1957,  has  annually 
been  adding  over  a  million  scpiare 


3M  is  now  in  flooring,  too. 

feet  of  sales  space,  runs  a  profitable 
catalog  business  and  contributes 
64%  to  Marcor's  operating  profits, 
largely  from  stores  built  since  1958. 
And  in  any  event,  both  companies 
avoided  the  raiders. 

McDonnell  Douglas 

Revenues  (mil.)  $2,088.3 

Earnings  per  share  $2.71 

Cash  flow  per  share  $4.34 

Annual  earnings  growth  1967-71  25.8% 

Av.  return  on  capital  1967-71  11.3% 

P/E  ratio  range  1968-71  18-4 

Price  range  1967-71  5778-125/8 

The  order  book  is  the  key.  Mc- 
Donnell Douglas  has  157  orders 
and  81  options  for  its  wide-bodied 
DC- 10.  But  with  all  their  excess 
capacity,  the  airlines  aren't  com- 
ing in  with  very  many  new  orders. 
This  leaves  McDonnell  Douglas  on 
something  of  a  limb  because  it  has 
spread  the  development  costs  over 
a  potential  market  for  500  air- 
planes, and  if  that  figure  isn't 
reached,  the  company  will  be  stuck 
with  costs  capitalized  as  assets; 
MD's  deferred  charges  are  cur- 
rently close  to  the  half-bill  ion- 
dollar  mark.  The  advantage  of  this 
kind  of  bookkeeping,  however,  is 
that  it  doesn't  penalize  profits  in 
the  early  years  of  a  new  product, 
and  the  fact  is  that  the  DC- 10 
looks  like  a  very  successful  air- 
plane. The  compau)  also  has  an- 
other potential  moneymaker  in  the 
F-15  military  fighter,  but  profits, 
if  Congress  continues  to  fund  the 
program  as  planned,  are  years 
away.  For  all  these  question  marks. 


McDonnell  Douglas  is  certainly  the 
best  managed  aerospace  outfit, 
boasting  a  15.2%  five-year  return 
on  equity,  well  above  average. 


Minnesota  Mining 
&  Manufacturing 

Revenues  (mil.)  $1,829.2 

Earnings  per  share  $3.75 

Cash  flow  per  share  $5.23 

Annual  earnings  growth  1967-71  8.4% 

Av.  return  on  capital  1967-71  20.1% 

P/E  ratio  range  1967-71  40-21 

Price  range  1967-71  135-71 

Minnesota  Mining  shuns  acquisi- 
tions (Riker  Laboratories  was  a 
rare  exception),  yet  it  is  as  diverse 
as  they  come.  It  has  45  major  prod- 
uct lines;  3M  successfully  markets 
over  35,000  different  products. 
How?  Largely  by  adopting  Gil- 
lette's razor/ razor-blade  ploy.  3M 
spends  heftily  on  research— around 
$85  million  a  year— to  create  new 
machines  and  ways  for  people  to 
consume  more  of  its  basic  tapes 
(over  500  applications  so  far)  and 
abrasives.  Each  year  3M  adds  lit- 
erally dozens  of  new  small  prod- 
ucts. None  amounts  to  much,  but 
together  they  have  enabled  3M  to 
weather  buffetings  in  copiers  (by 
Xerox),  computer  tapes  (IBM) 
and  the  ill-timed  addition  of  six 
plants  in  a  recession.  And  still  3M 
averaged  21%  on  equity  while  al- 
most doubling  sales  and  earnings  in 
seven  vears. 


Mobil  Oil 

Revenues  (mil.)  $8,243.0 

Earnings  per  share  $5.33 

Cash  flow  per  share  $9.26 

Annual  earnings  growth  1967-71  8.8% 

Av.  return  on  capital  1967-71  9.7% 

P/E  ratio  range  1967-71  15  8 

Price  range  1967-71  69V4-36 

Mobil  has  a  lot  going  for  it.  It's 
the  second-largest  U.S.  internation- 
al oil  company,  strong  in  refining 
and  with  good  positions  in  major 
Japanese,  European  and  U.S.  mar- 
kets. Yet  Mobil  is  the  least  profit- 
able of  the  American  internation- 
als. The  reason:  its  serious  shoit- 
age  of  crude,  the  result  of  former 
management  blunders.  Mobil  has 
been  exploring  with  some  success, 
but  to  right  the  imbalance  will 
take  one  of  history's  largest  crude 
finds.  Ironically,  with  the  OPEC  na- 
tions threatening  to  "participate" 
in  crude  output,  Mobil's  handicap 
could  be  widely  shared. 
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When  the  world  is  waiting  for  your  technological  advance, 
ou  don't  call  No.  2. 


Todays  electronics  market  is 
cklmg  with  sophisticated  new 

ucts  And  new  handling  needs  to 
p  up  with  the  fast  pace  Thats  why 
iding  electronics  manufacturers 
|e  Hazeltme  Corporation  are  turning 
ir  regular  production  over  to  Emery 
'  overnight  delivery  anywhere  in 
eUS 

Hazeltme  looks  to  Emery  not 
ilyfor  routine  outbound  service  from 
3\r  mam  plant  and  manufacturing 
Dility.  but  we  handle  special 
ipments  from  Hazeltmes  regional 
"ices  to  Its  customers,  too. 

This  service  can  )om 
bassembly  and  final  production 
es  quickly  and  economically 
owing  you  to  reduce  in-between 
/entory  and  distribution  costs 

Emery  speed  is  made  possible 
■  a  hundred  offices  m  mam  and 
'-line  cities  m  the  US.  and  overseas, 
anned  by  thousands  of  Emery 
ofessionals,  linked  by  the  worlds 
stand  only  realtime,  computerized, 
freight  control  system  Just  one 
II  to  your  local  Emery  office 
ipoints  your  shipment  location  in 
conds.  while  you  are  on  the  phone. 

For  electronic  suppliers,  we 
ive  flexible  distribution 


plans  that  give  you  local  delivery  of 
many  packages  at  consolidated  rates 
If  you  are  on  the  receiving  end.Emery's 
Air  Procurement  Service  gives  you 
advance  information  on  delivery 

For  free  booklets  on  these  and 
other  special  Emery  services,  fill  out 
the  coupon  and  send  m  today  Or  call 
your  local  Emery  office  for  pickup 
or  more  information 


Emery  Air  Freight, 

Wilton  Connecticut  06897 
Please  send  me  firee  no  obiiqation) 
D  Program  lo  lower  my  distribution  costs 
D  Program  to  lower  my  purchasing  costs 


F17 


I  ship  by  air  daily  . 


I  ship  by  LTL  daily. 


shipments 


'shipments 


Name 


Company 


SIT  US  AT  ^^3^ 


anspoT 

^SHINGTON,  D.C. 
VY27-JUNE4,  1972 


The  moon  landings  have  been  a  triumph  for  North  American  Rockwell  too. 


Monsanto 


Revenues  (mil.)  $2,078.1 

Earnings  per  share  $2.65 

Cash  flew  per  share  $8.30 
Annual  earnings  growth  1967-71      — 5.0% 

Av.  return  on  capital  1967-71  6.6% 

P/E  ratio  range  1967-71  20-11 

Price  range  1967-71  6O3/4-273/4 

Monsanto  is  in  an  industry  plagued 
with  a  plethora  of  competitors  and 
overcapacity:  chemicals.  A  product 
that  is  glamorous  one  day  becomes 
a  glut  the  next.  Which  helps  ex- 
plain why  Monsanto,  though  well 
diversified,  has  seen  its  profits  trend 
downward  since  the  mid-Sixties. 
But  now  there  are  signs  that  the 
chemical  industry  is  finally  turning 
around.  New  capacity,  for  example, 
is  being  added  more  slowly.  Last 
year  Monsanto's  earnings  jumped  a 
healthy  21%  from  1970's  depressed 
results.  Its  plastics  are  benefiting 
from  the  housing  boom,  and  its 
synthetic  fibers  should  yield  greater 
profits  as  consumer  spending  picks 
up.  Last  January's  top  manage- 
ment reshufHe  should  help  too.  If 
the  chemical  industry  does  rebound, 
Monsanto  should  come  back  nicelv. 


National  Steel 

Revenues  (mil.)  $1,522.1 

Earnings  per  share  $2.61 

Cash  flow  per  share  $7.58 

Annual  earnings  growth  1967-71  —11.6% 

Av.  return  on  capital  1967-71  7.1% 

P/E  ratio  range  1967-71  20-9 

Price  range  1967-71  56'/8-32>/2 

Stepping  to  its  own  drummer.  Na- 
tional Steel  has  made  the  most  of 
the  steel  industry's  delimited  op- 
portunities. It  concentrated  early 
on     flat-rolled     steel     production, 


gathering  market  share  and  profits 
before  the  rush  began.  It  was  one 
of  the  first  into  oxygen  and  electri- 
cal furnaces  and  now  has  the  most 
modern  plants,  ton  for  ton,  in  the 
industry.  It  also  concentrated  its 
fire  effectively  on  two  big  markets 
—automobiles  and  containers— rath- 
er than  dispersing  its  efforts.  Na- 
tional took  a  beating  in  1971  like 
everyone  else  in  the  industry.  But 
it  has  finished  well  ahead  of  the 
other  steel  giants  in  profitability 
over  the  last  five  years  and  should 
continue  to  set  the  pace. 


Norfolk  &  Western  Railway 

Revenues  (mil.)  $1,055.7 

Earnings  per  share  $7.18 

Cash  flow  per  share  $14.45 
Annual  earnings  growth  1967-71      — 5.4% 

Av.  return  on  capital  1967-71  5.1% 

P/E  ratio  range  1967-71  15-8 

Price  range  1967-71  II8V4 -495/8 

Running  coal  downhill  from 
West  Virginia's  mines  to  tidewater 
keeps  N&W  prosperous,  but  last 
year  exports  fell  some  20%.  N&W's 
prime  customers,  the  Japanese  steel 
mills,  cut  orders,  and  the  mines 
were  strikebound  45  days.  Two 
strikes  of  its  own  and  slowdowns 
at  eastern  steel  mills  also  hurt.  So 
did  weakness  in  N&W's  noncoal 
traffic.  Even  so,  N&W  raised  net 
18%  on  a  nominal  decrease  in  rev- 
enues. How?  By  President  John 
Fishwick's  constant  emphasis  on 
running  a  tight  ship.  Not  only  is 
N&W  one  of  the  few  eastern  lines 
operating  in  the  black,  it  usually 
looks  good  even  against  long-haul 
western  lines.  N&W's  five-year  re- 
turn on  equity  is  6.8%  against  the 
Southern  Pacific's  6.2%  and  the  Un- 
ion Pacific's  5.3%. 


North  American  Rockwell 

Revenues  (mil.)  $2,210.7 

Earnings  per  share  $2.57 

Caslv  flow  per  share  $5.29 
Annual  earnings  growth  1967-71      — 5.3% 

Av.  return  on  capital  1967-71  8.3% 

P/E  ratio  range  1967-71  19-7 

Price  range  1967-71  4478-15V4 

'fHE  1967  merger  of  Rockwell- 
Standard  and  North  American  Avi- 
ation, based  on  the  idea  of  combin- 
ing aerospace  and  commercial 
knowhow,  is  starting  to  pay  off. 
Aerospace  spending  cuts  have 
trimmed  total  sales  in  recent  years, 
but  earnings  are  starting  to  rise 
again  from  steady  gains  in  its  com- 
mercial business.  It  is  doing  well 
in  industrial  machinery,  pleasure 
boats  and  executive  jets.  It  has  also 
put  $100  million  into  its  auto  com- 
ponents divisions,  which  last  year 
pulled  in  24%  of  sales.  An  initial 
$35-million  investment  in  Collins 
Radio,  with  an  option  to  acquire 
all  of  that  innovative  but  ill-man- 
aged company,  is  a  gamble  that 
could  boost  profits  more.  Another 
booster:  NAR  has  reacquired  3  mil- 
lion of  its  own  shares  since  1970. 


Owens-Illinois 

Revenues  (mil.)  $1,515.8 

Earnings  per  share  $3.62 

Cash  flow  per  share  $7.56 

Annual  earnings  growth  1967-71  2.1% 

Av.  return  on  capital  1%7-71  6.7% 

P/E  ratio  range  1967-71  26  10 

Price  range  1967-71  81-38 

Owens-Illinois  dominates  the 
glass  market.  Even  after  diversify- 
ing heavily  into  containerboard  and 
corrugated  packaging,  it  still  gets 
46%  of  sales  from  glass  containers. 
In  volume  it  exceeds  its  next  four 
competitors  combined.  But  vol- 
ume isn't  its  problem.  Last  year's 
total  sales  were  66%  ahead  of  1966, 
but  per-share  earnings  were  up 
barely  3%.  The  real  competition  has 
been  the  surfeit  of  cans,  eroding 
profits  for  all  container  makers. 
Now  Owens-Illinois  faces  the  dou- 
ble threat  of  plastic  beverage  con- 
tainers and  a  more  litter-minded 
public.  Consumer  reaction  is  un- 
predictable, but  Owens-Illinois  al- 
ready has  let  plastic  outflank  it  in 
household  chemicals,  health  prod- 
ucts and  even  cosmetics.  Not  re- 
nowned for  technological  brilliance, 
Owens-Illinois  is  fighting  back  with 
its  own  plastic-based  glass  bottle.  It 
has  yet  to  prove  a  market  sensation. 
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How  our 
nfLan'On-the-spof 
in  Madrid  paved  the 
way  for  an 
automobile  firm* 

When  a  large  European  automobile 
company  needed  some  electrical  parts  for  a 
new  model  car,  its  representative  had  just 
three  hours  to  reach  an  agreement  with 
a  Spanish  supplier. 

That's  when  the  man-on-the-spot 
from  our  Madrid  representative  office 
stepped  in  and  showed  the  car 
company  a  thing  or  two  about  speed. 
He  met  the  customer  at  the  airport. 
Rushed  him  through  Madrid's  famous 
traffic.  Saw  that  he  got  together  with  the 
Spanish  manufacturer.  Stood  by  while 
a  tentative  supply  agreement  was  reached. 
Got  him  back  to  the  airport  in  time  to 
catch  his  plane  home. 

Our  man  helped  arrange  a  $2  million 
multi-currency  loan  to  the  parts  supplier. 
And  he  also  arranged  for  export 
collections,  foreign  exchange  and  payment. 

A  Bank  of  America  man-on-the-spot  can 
help  you  do  business  abroad,  too.  With  the 
facilities  of  the  world's  largest  bank  at  his 
fingertips,  he's  a  good  man  to  know  in 
almost  any  enterprise.  Contact  him  through 
your  local  office  of  Bank  of  America. 
A  big  automobile  company  likes  his  style. 
So  will  you.  m  m^ 

BANKOF  AMERICA  OJ 

MAN  ONTHE  SPOT  SERVICE  WORLDWIDE 
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^ure  no  dummy. 

So  this  General  Electric  idea 

could  mean  a  lot  to  you. 


That  dummy  is  making  a  point 
about  highway  safety.  And 
headHghts. 

Two  and  one-half  times  as 
many  people  are  killed  at  night  as 
in  the  daytime  in  the  U.S. 

For  one  thing,  it's  easier  to 
"overdrive"  your  headlights  these 
days.  Because,  with  increased  traf- 


fic, low  beams  are  used  so  often. 

With  too  many  of  today's  cars, 
the  average  driver  doing  50  mph 
on  a  dark  night  might  not  be  able 
to  stop  in  time  to  avoid  hitting 
someone  ahead.  He'd  need  up  to 
1 8  feet  more  than  he'd  have. 

General  Electric  has  some- 
thing to  help... the  "Plus  25"  head- 
light, standard  on  many  '72  cars. 
It's  a  brighter  headlight.  On  low 
beam  you  can  see  at  least  25  feet 
farther  than  with  our  old  head- 
lights. 

General  Electric  helps  make 


driving  safer  in  other  ways.  GE 
Man-Made™  diamonds  cut  shal- 
low, parallel  grooves  into  hazard- 
ous curves  and  cut  wet -weather 
accidents  up  to  85%.  And  high- 
intensity  GE  streetlights  shed  extra 
light  on  dark  roads. 

The  people  at  General  Electric 
are  trying  to  help  you  get  where 
you're  going.  Alive  and  well. 


OOR  NO  1  GOAL 

TO  MAKE 

GE^eRAL  ELECTTW; 

YOUR  BEST  BUY 


Men 
helping 

Man 

GENERAL^ELECTRIC 


The  secret  of  running 
a  worldwide 
billion-dollar  company. 

Say  you've  got  a  billion-dollar  company.  With 
thousands  of  pfeople.  And  over  100  operations 
manufacturing  and  marketing  highly  engineered 
products  worldwide.  Automotive,  industrial, 
materials  handling  and  consumer  products.  And 
competition  enough  to  keep  you  up  nights. 

How  would  you  run  if!* 

Well,  if  you  had  an  innovative  management  team 
that  is  organized  to  focus  on  major  growth  market 
of  the  70's— and  you  applied  the  latest  technology 
to  solve  problems— then  you'd  be  running  it 
like  Eaton, 

And  last  year  your  sales  would  have  increased  by 
4%  and  your  profits  by  21  % . 

Eaton  will  get  where  it's  going  the  way  it  got 
where  it  ts  That's  no  secret.  Get  to  know  us  better 
Write  for  our  book,  "Profile  for  Progress." 

Eaton  Corporation,  World  Headquarters, 
100  Erieview  Plaza,  Cleveland,  Ohio  441 14. 
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Pacific  Gas  &  Electric 


Revenues  (mil.)  $1,260.3 

Earnings  per  share  $2.75 

Cash  flow  per  share  $4.90 

Annual  earnings  growth  1967-71  3.9% 

Av.  return  on  capital  1967-71  5.8% 

P/E  ratio  range  1967-71  15-9 

Price  range  1967-71  39i/2-22»/2 

PG&E  is  living  proof  that  Califor- 
nia's post\\'ar  growth  binge  is  over. 
Over  the  last  five  years  it  has  had 
the  slowest  revenue  growth  rate— 
6%  a  year— of  any  major  gas  and 
electric  company.  Yet  there's  a  sil- 
ver lining  to  PG&E's  slowdown.  It 
doesn't  face  the  fantastic  expan- 
sion demands  that  are  giving  utility 
men  in  other  areas  sleepless  nights. 
Its  need  for  future  fuel  reserves  is 
not  desperate,  although  there  have 
been  disappointing  postponements, 
if  not  outright  blockages,  by  Can- 
ada's National  Energv-  Board  and 
the  Atomic  Energy  Commission. 
Its  S3. 2  billion  of  planned  con- 
struction through  1976  is  large  but 
not  disproportionate.  Its  debt  ratio 
is  a  fairly  comfortable  52%,  which 
minimizes  the  need  to  issue  stock 
(and  dilute  equity)  to  foot  its  con- 
struction bills.  Slow  growth,  in  to- 
day's utility  business,  isn't  all  bad. 


J.  C.  Penney 

Revenues  (mil.)  $4,812.2 

Earnings  per  share  $246 

Cash  flow  per  share  $3.28 

Annual  earnings  growth  1%7-71  8.4% 

Av.  return  on  capital  1967-71  16  9% 

P/E  ratio  range  1967-71  3213 

Price  range  1967-71  77'/2-26y8 

Just  14  years  ago  Penney  sold 
only  soft  goods,  strictly  for  cash, 
and  was  in  danger  of  fading  into 
obsolescence.  Then  Chairman  Wil- 
liam M.  Batten  took  control.  He 
pushed  Penney  into  full-line  sub- 
urban stores,  a  dioig  chain  and 
self-service  outlets.  He  raised  its 
credit  business  from  nothing  to  36% 
of  sales  and  followed  Sears  into  in- 
surance and  mutual  funds.  But 
Batten's  great  success  is  in  catalogs. 
Begun  from  scratch  in  1963,  Pen- 
ney's  8.300  million  of  catalog  sales 
finally  turned  profitable  last  year, 
and  from  here  on  should  be  a  solid 
moneymaker.  Penney  still  returns 
3  cents  vs.  Sears'  5/2  cents  on  the 
sales  dollar,  and  has  only  half  the 
volume  of  its  big  rival.  But  Penney 
earns  more  on  equity  than  Sears, 
and  since  1961  it  has  tripled  sales 
and  more  than  doubled  profits. 


Penney  has  again  demonstrafed  its 
retailing  savvy  by  its  sparkling 
success  in  its  new  catalog  venture, 
launched  less  than  a  decade  ago. 


Philip  Morris 

Revenues  (mil.)  $1,210.0 

Earnings  per  share  $4.02 

Cash  flow  per  share  $4.93 
Annual  earnings  growth  1967-71        20.7% 

Av.  return  on  capital  1967-71  12.8% 

P/E  ratio  range  1967-71  17-8 

Price  range  1967-71  71  15^^ 

Since  *the  Marlboro  Man  offered 
scared  smokers  the  alternative  of 
going  out  with  their  spurs  on,  Philip 
Morris  has  become  the  second- 
largest  cigarette  manufacturer.  It 
stuck  to  its  guns  with  an  aggres- 
sive cigarette  marketing  campaign 
when  other  leading  companies  in 
the  industry  were  reacting  to  the 
health  scare  with  diversification.  By 
this  sanguine  approach  it  has  more 
than  quadrupled  earnings  since 
1963.  Its  five-year  average  return 
on  equity  of  21%  was  the  highest 
in  the  industry.  Now  with  the  tele- 
vision-advertising ban  on  cigarette 
commercials,  Philip  Morris  has  been 
branching  out  in  earnest,  first  by 
acquiring  Miller  Brewing  and  then 
by  investing  in  a  California  housing 
•development— no  doubt  as  insur- 
ance against  the  day  when  the 
continued  absence  of  the  Marlboro 
Man  on  television  could  pack  him 
off  to  Boot  Hill. 


Phillips  Pefro/eum 


Revenues  (mil.)  $2,363.2 

Earnings  per  share  $178 

Cash  flow  per  share  $4.49 

Annual  earnings  growth  1967-71  — 3.4% 

Av.  return  on  capital  1967-71  6.6% 

P/E  ratio  range  1967-71  22-10 

Price  range  1967-71  387/8-20 

It  takes  no  Sherlock  Holmes  to 
discover  why  Phillips  has  one  of 
the  worst  profit  returns  in  the  oil 
business.  It's  elementaiy:  a  low 
crude  sufficiency  ratio  (about  43% 
of  its  needs)  plus  a  depressed 
chemical  division.  Low  natural  gas 
prices  have  hurt  too.  As  you'd  ex- 
pect, Phillips  has  been  putting  the 
bulk  of  its  spending  into  oil  ex- 
ploration. And  it  has  hit  pay  dirt, 
especially  in  the  North  Sea,  where 
it  has  made  big  discoveries  of  both 
oil  and  gas.  When  production  there 
is  running  full-tilt  in  about  18 
months,  Phillips'  ciude  output 
should  shoot  up  sometliing  like  50%, 
with  obvious  profit  benefits.  The 
law  of  averages  says  chemicals  are 
due  for  an  upturn.  Phillips  has  no- 
where to  go  but  up,  but  it  will  take 
a  lot  of  going  to  make  it  even  an 
average  profit  performer. 


PPG  Industries 

Revenues  (mil.)  $1,246.3 

Earnings  per  share  $3.07 

Cash  flow  per  share  $5.94 

Annual  earnings  growth  1967-71  47% 

Av.  return  on  capital  1967-71  6.3% 

P/E  ratio  range  1967-71  25-13 
Price  range  1967-71                   46y4-2iy2 

Spending  money,  not  making  it, 
used  to  be  PPG's  problem.  Its  basic 
lines— paints,  glass  and  chemicals- 
were  sound  and  once  gave  PPG  an 
18%  profit  margin.  But  PPG  acted 
like  an  old  maid  afraid  of  taking 
risks.  In  chemicals,  it  missed  the 
real  profits  in  plastics  and  synthet- 
ic fibers.  In  glass,  PPG,  like  its  U.S. 
competitors,  was  slow  to  see  the 
cost  advantages  in  the  float  process 
and  missed  an  earlier  chance  to 
improve  profit  margins.  Not  until 
the  mid-Sixties  did  PPG  begin 
heavy  capital  spending  on  float 
glass  production  lines  and  more 
efficient  chemical  plants.  For  once, 
PPG's  timing  looks  good.  Its  main 
customers,  the  construction  and  au- 
tomotive industries,  are  bustling, 
and— not  counting  a  special  write- 
off—earnings hit  an  all-time  high, 
more  than  doubling  from  1970's 
badly  depressed  figure. 
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Procter  &  Gamble 


Revenues  (mil.)  $3,178.1 

Earnings  per  share  $2.91 

Cash  flow  per  share  $3.61 
Annual  earnings  growth  1967-71        10.5% 

A«.  return  on  capital  1967-71  15.5% 

P/E  ratio  range  1967-71  2615 

Price  range  1967-71  811/4-341/2 

Playing  against  Procter  &  Gam- 
ble is  like  playing  against  the 
house  at  Monte  Carlo;  you've  got 
to  know  the  odds  are  against  you. 
Ask  Scott  Paper  and  Kimberly- 
Clark,  who  have  caught  the  brunt 
of  P&G's  invasion  of  their  paper 
products  business.  To  their  dismay, 
P&G  walked  away  with  huge 
shares  of  the  paper  towel  and 
bathroom  tissue  markets.  When 
P&G  weighed  in  with  disposable 
diapers,  Scott  quickly  counterat- 
tacked, but  was  later  forced  to  dis- 
continue them.  It's  trying  again, 
but  now  P&G  has  almost  90%  of 
that  market.  Not  bad  for  a  soap 
company.  Now  that  the  start-up 
costs  are  out  of  the  way,  its  over- 
seas earnings  have  taken  off.  Its 
Midwest-based  Folger  coffee  is 
edging  east  and  giving  the  coffee 
giants  like  General  Foods  fits.  Their 
fears  are  well-grounded. 


RCA  Corp. 


Revenues  (mil.)  $3,529.8 

Earnings  per  share  $1.20 

Cash  flow  per  share  $3.91 
Annual  earnings  growth  1967-71     —10.2% 

Av.  return  on  capital  1967-71  10.0% 

P/E  ratio  range  1967-71  34-15 

Price  range  1967-71  SSVa-lSi/g 

Now  that  the  monkey  is  off  its 
back,  the  question  is.  How  tall  can 
RCA  stand?  RCA  sank  roughly 
$500  million  into  computers  un- 
til the  company's  debt  almost 
matched  its  equity.  Taking  a  $250- 
million  write-off  was  Chairman 
Robert  Sarnoff's  way  out.  The  com- 
pany is  now  free  to  concentrate  on 
other  problems.  Like  retaining 
RCA's  lead  in  color  TV  sets.  Like 
NBC's  never-ending  race  with 
CBS  and  now  with  ABC.  Like 
RCA's  investments  in  space  and 
government  contracts  that  brought 
in  only  4%  of  net  last  year  on  a 
healthy  12%  of  sales.  Perhaps  wise- 
ly, RCA  of  late  has  been  counting 
less  on  far-out  things  like  space 
and  computers  and  more  on  good 
growth  but  less  glamorous  busi- 
nesses like  food  processing,  home 
furnishings  and  auto  leasing. 


P&G's  Pampers  disposable  diapers  rank  as  one  of  its  greaf  markefing  coups. 


R.  J.  Reynolds  Industries 

Revenues  (mil.)  $1,816.6 

Earnings  per  share  $5.10 

Cash  flow  per  share  $6.51 

Annual  earnings  growth  1967-71  7.8% 

Av.  return  on  capital  1967-71  16.7% 

P/E  ratio  range  1967-71  14-8 

Price  range  1967-71  691/2-343/3 

So  FAR,  the  cigarette  health  scare 
and  TV-advertising  ban  have  not 
proved  injurious  to  R.  J.  Reynolds' 
health.  It  already  had  the  leading 
filter  brand,  Winston  (now  over 
15%  of  the  market),  and  a  strong 
contender,  Salem  menthol.  They  are 
largely  responsible  for  Reynolds' 
superior  profit  return.  Ironically, 
Reynolds'  acquisition  program  to 
offset  the  cigarette  scare  has  had 
only  mixed  results.  It  had  to  divest 
Penick  &  Ford  (at  a  $41-million 
loss).  Earnings  of  its  McLean  In- 
dustries subsidiary,  the  leading 
container  shipping  company,  were 
hurt  by  a  dock  strike  in  1971.  The 
TV-advertising  ban  still  makes  the 
future  in  cigarettes  uncertain,  but 
in  any  slowdown,  Reynolds'  well- 
established  market  positions  should 
make  it  the  least  vulnerable. 


Sears,  Roebuck 

Revenues  (mil.)  $10,006.1 

Earnings  per  share  $3.56 

Cash  flow  per  share  $4.24 

Annual  earnings  growth  1967-71  9.8% 

Av.  return  on  capital  1967-71  13.0% 

P/E  ratio  range  1967-71  29-17 

Price  range  1%7-71  104i/8-44i/8 

Sears  goes  on  getting  bigger  and 
better.  It  needed  59  years  to  reach 
sales  of  $1  billion  in  1945.  This 
year  alone  it  could  add  close  to  $1 
billion  in  volume  and  continue  to 
outsell  by  almost  2  to  1  the  coun- 
try's second-largest  retailer  (A&P). 
Sears,  the  most  creative  force  in 
U.S.  distribution,  grew  first  in  mail 
order  (now  $2.3  billion  in  sales), 
then  led  the  way  into  the  suburbs 
with  full-line  stores.  Sears  isn't  let- 


ting up.  It  will  spend  some  $400 
million  more  in  the  next  year  alone 
on  stores  and  warehouses.  Sears 
is  also  way  out  in  front  in  prof- 
itability, earning  5.5%  on  sales, 
vs.  Penney's  3%  and  Montgomery 
Ward's  2%.  Now  it  has  been  trying 
to  widen  those  margins  by  turn- 
ing its  regionally  promoted  house 
brands  into  national  brands  with  a 
$50-million  nationwide  advertising 
campaign.  And  then  there  is  the 
Allstate  insurance  subsidiary,  which 
brings  in  almost  a  fourth  of  the 
profits,  has  raised  premiums  and 
now  makes  money  on  both  invest- 
ments and  underwriting. 


Shell  Oil 

Revenues  (mil.)  $3,8924 

Earnings  per  share  $3.63 

Cash  flow  per  share  $9.72 

Annual  earnings  growth  1967-71  — 3.0% 

Av.  return  on  capital  1967-71  9.4% 

P/E  ratio  range  1967-71  17- 10 

Price  range  1967-71  77-351/8 


Two  FACTS  are  important  to  know 
about  Shell,  U.S.  affiliate  of  Royal 
Dutch/ Shell.  First,  it's  the  largest 
chemical  producer  among  the  oil 
companies,  which  helps  explain 
why  earnings  have  been  depressed 
recently  from  1968's  $4.72  per 
share.  Gasoline  price  wars  have 
hurt,  too,  in  a  company  that  went 
all-out  to  expand  its  U.S.  market 
penetration  in  the  late  Sixties.  The 
second  fact  is  that  Shell  is  iiinning 
out  of  oil  in  the  U.S.  Shell  has  been 
exploring,  but  missed  out  on  the 
hefty  Alaskan  finds,  and  now  is 
gambling  on  big  discoveries  in  Can- 
ada in  its  first  major  exploration  ef- 
fort outside  the  U.S.  To  go  along 
with  its  marketing  expansion,  it  has 
also  been  beefing  up  its  refining, 
but  there  are  slim  profits  in  refin- 
ing. Marketing  Shell  has  got,  but 
in  oil  the  name  of  the  game  is  bal- 
ance—between crude  production, 
refinery  runs  and  marketing  out- 
lets. And  balance,  alas,  is  what 
Shell  hasn't  got. 
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Business  travels  at  the  speed  of  paper. 

How  does  your  performance 
compare  with  ours? 


YOURS 


OURS 


Average  time  for  average  sec- 
retary to  open  average  mail  = 
10  minutes.  Or  50  minutes  per 
weel<.  Or  41  Va  hours  per  year. 
While  you  sit  waiting. 


Mail 
Opening 


Our  MailOpeners  worl<  as  part 
of  the  sorting  process.  By 
9  a.m.,  your  mail  is  open,  ready 
for  worl<.  No  waiting. 


Most  offices  need  a  copier  in 
action  on  the  premises.  But  all 
too  often,  breakdowns  and 
service  delays  bring  it  to  a 
standstill. 


Copying 


Our  electrostatic  copiers 
range  up  to  30  dry  copies  a 
minute.  Built  to  resist  break- 
down conditions.  Quick  serv- 
ice from  2400  servicemen  if 
required. 


Human  counters  go  fast  or 
slow  depending  on  how  flexi- 
ble their  fingers  are  —  minus 
time  lost  to  boredom  and  re- 
counting (due  to  human 
error). 


Counting 


Our  mistake-proofTickometers 
count  up  to  1,000  paper  items 
a  minute,  (simultaneously)  en- 
dorsing and  cancelling.  Use 
for  money,  tickets,  labels,  food 
stamps,  etc. 


Human  collators  get  bored, 
take  coffee  breaks,  mix  up 
pages,  turn  them  upside  down 
and  use  up  expensive  time 
that  should  be  used  for  secre- 
tarial work. 


Collating 


Our  machines  feed  single 
sheets  into  sets,  staple  them, 
stack  them,  non-stop,  no  mis- 
takes, at  up  to  500  sheets  a 
minute. 


If  you're  still  using  the  human 
hand  folder-inserter,  you  have 
the  slowest,  most  expensive 
machine  on  the  market.  (Think 
of  invoice  time!) 


Folding 
Inserting 


Our  folder-Inserters  feed,  in- 
sert, count  and  stack  up  to  65 
envelopes  a  minute.  Or  the 
folder  and  inserter  can  be  sep- 
arated to  work  independently. 


U: 


Days  of  every  secretary's 
month  go  in  typing  and  re- 
typing the  same  old  addresses 
on  invoices,  envelopes,  pay- 
roll, government  forms,  orders, 
etc.,  etc. 


Addressing 


Our  Addresser-Printers  can  do 
all  of  these  things  and  more, 
doing  the  work  of  up  to  eight 
girls— with  100%  accuracy. 


If  your  postage  scale  is  Xi  of 
an  ounce  off,  you  could  be 
overpaying.  ..at  80  an  ounce! 
Or  sending  prestige  mail  out 
with  the  stigma  of  "postage 
due." 


Weighing 


Our  scales  have  cam  mech- 
anisms, lifetime  prelubricated 
bearings  and  iso-elastic  com- 
ponents to  keep  your  records 
straight  both  ways. 


r^ 


vv  -  i/-w"i/vxr\r 


Adhesive  stamps  waste  wait- 
ing time  in  the  post  office, 
licking  and  sticking  time  in  the 
mailroom  and  processing  time 
during  delivery. 


Mailing 


Our  postage  meters  save  all 
that  time  .  .  .  besides  printing 
postage  with  little  ads  along- 
side, keeping  tax  records, 
sealing  envelopes.  And  mak- 
ing mail  look  professional. 


IL 

=  Pitney  Bowes 

Because  business  travels 
at  the  speed  of  paper. 


If  you'd  like  to  hear  more  about  these  business  procedures  and  systems,  we'll  qladly  send  over  one  of  our  experts.  Write  Pitney  Bowes.  1778 
Pacific  Street,  Stamford,  Conn.  06904,  or  call  one  of  our  190  offices  throughout  the  U.S.  and  Canada.  Postage  tvleters.  Mailing  Equipment,  Copiers, 
Counters  and  Imprinters,  Addresser-Printers,  Labeling  and  Marking  Sysl-^ns. 


Singer  Co. 


Revenues  (mil.)  $2,123.6 

Earnings  per  share  $3.92 

Cash  flow  per  share  $7.66 

Annual  earnings  growth  1967-71  —2.2% 

Av.  return  on  capital  1967-71  9.2% 

P/E  ratio  range  1967-71  20-11 

Price  range  1967-71  88%-45 

Bigger  is  not  necessarily  better. 
Ambitious  Chairman  Donald  Kir- 
cher  has  tripled  Singer's  sales  in 
the  past  decade,  helped  by  the 
acquisition  of  Friden  (calculators) 
and  General  Precision  Equipment 
( defense  electronics ) .  But  profits 
haven't  budged  from  around  $4 
per  share.  Sewing  machines, 
though  now  the  most  prosperous 
part  of  the  company,  along  with 
other  consumer  products,  are  down 
from  90%  to  30%  of  sales.  The 
newer  parts  of  Singer  have  suffered 
from  repeated  operating  snafus  and 
(in  calculators)  Japanese  competi- 
tion. As  Kiicher's  frustrations  have 
risen,  so  has  management  turnover. 
Today's  big  question:  Can  Friden, 
which  lost  $17  million  in  1971,  pull 
off  its  belated  bid  to  upgrade  into 
computer  systems  against  en- 
trenched competitors?  Can  Kircher 
restore  management  stability? 


Southern  Pacific 

Revenues  (mil.)  $1,399.7 

Earnings  per  share  $3.81 

Cash  flow  per  share  $7.47 

Annual  earnings  growth  1967-71  3.6% 

Av.  return  on  capital  1967-71  4.0% 

P/E  ratio  range  1967-71  15-8 

Price  range  1967-71  493/*  213/4 

Shaped  like  a  golden  horseshoe, 
Southern  Pacific's  11,614  miles  of 
rail  dip  down  from  St.  Louis 
through  the  Texas  cotton  belt  and 
then  back  up  through  the  rich  Cal- 
ifornia market.  SP  keeps  its  lines 
impeccably— it  will  spend  an  esti- 
mated $267  million  this  year  on  the 
roa.lway  and  freight  cars— and  it 
reaps  the  benefits.  SP's  freight  rev- 
enues since  1967  have  risen  35%,  a 
ga.n  that  outdid  even  the  well-run 
In. on  Pacific  or  the  Santa  Fe. 
But  not  all  SP's  fortunes  ride  the 
rails:  The  company  is  into  trucking, 
ppeliniiig,  coinputer  software,  mi- 
crowave communications  for  itself 
and  for  others  and  development  of 
its  vast  5.1-million-acre  land  hold- 
ings. In  ten  years  its  nonrail  in- 
come has  grown  some  65%  to  $69.7 
million.  Clearly  SP  operates  like 
a  modern  corporation,  not  a  relic 
from  a  bygone  era. 


The  SP  system  runs  by  microwave. 


Sperry  Rand 

Revenues  (mil.)  $1,739.4 

Earnings  per  share  $2.11 

Cash  flow  per  share  $5.53 

Annual  earnings  growth  1967-71  6.2% 

Av.  return  on  capital  1967-71  9.4% 

P/E  ratio  range  1967-71  34-9 

Price  range  1967-71  65V8-18y4 

Second  wind  means  a  lot  to  a  run- 
ner, but  it  doesn't  lessen  the  length 
of  a  race  or  change  its  pace.  SR 
got  a  second  wind  in  the  computer 
race  by  getting  RCA's  1,000  com- 
puter customers  for  an  initial  $70 
million  last  year.  At  a  stroke  it  has 
almost  doubled  its  market  share  to 
8%  and  is  now  only  a  point  or  two 
behind  second-iomner  Honeywell. 
Now  SR,  too,  gets  the  advantage 
of  spreading  its  costs  over  a  wider 
base.  But  it's  still  a  long,  rough 
race  ahead.  SR  must  convert  up 
to  half  of  RCA's  past  clients  to  its 
Univac  system  to  make  the  deal 
really  worthwhile.  SR,  the  outcome 
of  the  biggest  and  most  clumsily 
conceived  merger  of  the  Fifties,  has 
shaped  up  remarkably  well  in  re- 
cent years,  halving  long-term  debt 
while  doubling  its  equity.  But  busi- 
ness equipment,  which  already  ac- 
counts for  50%  of  SR's  revenues, 
remains  at  once  its  lirightest  pros- 
pect and  its  biggest  problem. 


Standard  Oil  (Calif.) 


Revenues  (mil.)  $5,143,3 

Earnings  per  share  $6.02 

Cash  flow  per  share  $10.08 

Annual  earnings  growth  1967-71  4.3% 

■Av.  return  on  capital  1967-71  10.1% 

P/E  ratio  range  1967-71  14-7 

Price  range  1967-71  75-38 

California  Standard,  with  its 
30%  share  of  Saudi  Arabian  oil  con- 
cessions, is  one  of  the  world's  rich- 
est crude  producers.  Then  why 
does  it  have  such  a  low  profit  return 
for  an  international  oil?  Because, 
until  recently,  Socal  was  content  to 
sit  back  and  clip  its  Arabian  cou- 
pons. After  the  split-up  of  its  Caltex 
properties  in  Europe  in  1967,  it 
failed  to  push  aggressively  its  own 
half  of  the  properties  there,  while 
Texaco  gained  sharply.  It  lagged  in 
modernizing  its  U.S.  service  sta- 
tions. In  the  late  Sixties  it  lost  some 
market  share  to  hungry  competi- 
tors in  California.  It  was  one  of  the 
first  on  Alaska's  North  Slope,  but 
others  took  the  big  prizes.  Now, 
finally,  Socal  shows  signs  of  stirring. 
It  has  spent  over  $3.7  billion  on  ex- 
ploration and  modernization  since 
1967.  But  lost  opportunities,  like 
lost  love,  are  gone  forever. 


Standard  Oil  (Ind.) 

Revenues  (mil.)  $4,054.3 

Earnings  per  share  $4.95 

Cash  flow  per  share  $9.93 

Annual  earnings  growth  1967-71  6.8% 

Av.  return  on  capital  1967-71  8.6% 

P/E  ratio  range  1967-71  16  8 

Price  range  1967-71  703/4-35 

Indiana  standard,  the  biggest  do- 
mestic oil  company,  is  lucky:  The 
life  span  of  its  crude  reserves  is 
one  of  the  best.  Even  so,  that  life 
span  has  been  declining,  which  is 
why  Indiana  has  been  hunting 
abroad  for  cmde,  achieving  sizable 
hits  in  Trinidad,  Egypt  and  the 
North  Sea.  But  why,  in  these  days 
of  "participation,"  the  big  thrust 
for  foreign  crude?  Simple:  U.S. 
crude  production  is  peaking  and 
Indiana,  with  a  mediocre  profitabil- 
ity, can  ill  afford  to  get  squeezed 
between  declining  U.S.  production 
and  rising  prices  overseas.  As  a 
result,  home-growir  Indiana  is  go- 
ing where  the  big  internationals 
find  the  going  getting  rougher.  The 
big  question:  Does  Indiana's  pres- 
ent management  have  that  touch 
of  expediency,  imagination,  agility 
and  luck  to  make  it? 
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Sun  digs  for  oil  ai  Aihabasca. 


Standard  Oil  Co.  (N.J.) 

Revenues  (mil.)  $18,700.6 

Earnings  per  share  $6.77 

Cash  flow  per  share  $1162 

Annual  earnings  growth  1967-71  5  8% 

Aw.  return  on  capital  1967-71  114% 

P/E  ratio  range  1967-71  15  8 

Price  range  1967-71  8534-4978 

This  coiporate  behemoth  has  been 
behaving  more  Uke  a  gazelle  than 
an  elephant.  Jersey  Standard  has 
successfully  moved  in  on  the  big 
California  market.  It  has  sprung  in- 
to the  fast-growing  European  mar- 
ket, grabbing  close  to  a  14%  market 
share,  only  a  shade  behind  Royal 
Dutch  and  far  ahead  of  everyone 
else.  In  exploration,  Jersey  won  a 
huge  shce  of  the  North  Slope, 
staked  out  enormous  positions  in 
promising  Canada  and  got  itself 
mouth-watering  positions  in  the 
North  Sea  and  off  the  coast  of  Hol- 
land. Jersey  recently  agreed  to  buy 
150  million  barrels  of  cnide  over 
the  next  five  years  from  Algeria's 
nationalized  fields,  thus  proving 
that  it  is  flexible  enough  to  live 
and  prosper  in  a  world  where  con- 
fiscation—by whatever  fancy  name 
—is  a  simple  fact  of  life.  Strong 
and  aggressive  in  marketing,  Jersey 
will  continue  to  have  huge  bar- 
gaining power,  no  matter  what 
happens  to  the  oil  wells.  In  Jersey's 
case,  therefore,  bigness  isn't  bad, 
and  the  company  is  second  only 
to  Texaco  among  the  big  interna- 
tionals in  return  on  equity. 


Standard  Oil  Co.  (Ohio) 

Revenues  (mil.)  $1,393.8 

Earnings  per  share  $3.23 

Cash  flow  per  share  $8.36 
Annual  earnings  growth  1967-71      —1.4% 

Av.  return  on  capital  1967-71  9.9% 

P/E  ratio  range  1967-71  42-11 

Price    range    1967-71  119% -51 

Why  should  Sohio  common  sell 
for  25  times  earnings,  the  highest 
multiple  among  the  major  oils?  Af- 
ter all,  it's  the  most  crude-shy  com- 
pany in  the  industry.  And  its  earn- 
ings, down  9%  last  year  due  in  part 
to  gasoline  price  wars  in  Ohio 
(where  Sohio  has  30%  of  the  mar- 
ket), have  declined  38%  since  1968. 
The  answer:  its  merger  two  years 
ago  with  HP  Oil,  U.S.  affiliate  of 
British  Petroleum  Coip.,  which  has 
huge  crude  finds  under  Alaska's 
North  Slope.  So  while  Sohio  cur- 
rently is  crude-short,  it  does  have 
in  the  ground  the  third-largest  re- 
serves in  an  area  where  no  Arabs 
prowl— only  consei-vationists.  Alas, 
years  of  environmental  wrangling 
could  separate  potential  from  real 
Alaskan  earnings.  So,  except  for  pe- 
riodic (and  profitable)  price-war 
truces,  Sohio  will  bump  along  with 
its  ho-hum  return  on  capital.  About 
that  price/ earnings  ratio:  It  just 
proves  that  prospects,  not  profits, 
are  the  way  that  particular  game 
is  scored. 


Sun  Oil 

Revenues  (mil.)  $1,938.8 

Earnings  per  share  $3.42 

Cash  flow  per  share  $7.88 

Annual  earnings  growth  1967-71  0.1% 

Av.  return  on  capital  1967-71  8.2% 

P/E  ratio  range  1967-71  18  10 

Price  range  1967-71  68yg-345/8 

Oil  is  often  a  waiting  game.  Sun, 
one  of  the  best-balanced  domestic 
companies,  produces  85%  of  its 
ci-ude  needs,  but  felt  it  had  to  gam- 
ble boldly  on  extracting  still  more 
from  Canada's  Athabasca  tar  sands 
in  the  mid-Sixties.  Years  later  it 
is  still  waiting  for  the  payoff,  hav- 
ing lost  at  least  $40  million  on 
Athabasca.  It  is  also  waiting  for 
the  predicted  savings  from  its  1968 
merger  with  Sunray  DX.  This  year 
Sun  could  begin  to  see  some  day- 
light again.  As  its  Athabasca  losses 
narrow,  its  earnings  are  moving 
back  toward  their  1968  peak  of 
$3.93  per  share.  Cost  efficiencies 
and  better  balance  from  Sunray  are 
growing  large  enough   to  make   a 


difference.  As  the  U.S.  energy  crisis 
worsens,  both  gambles  by  this  quiet 
but  venturesome  company  could 
soon  prove  worth  the  wait. 


Tenneco 

Revenues  (mil.)  $2,840.6 

Earnings  per  share  $2.28 

Cash  flow  per  share  $5.23 

Annual  earnings  growth  1967-71  4.3% 

Av.  return  on  capital  1967-71  6.7% 

P/E  ratio  range  1967-71  16  8 

Price  range  1967-71  323/4-I71/2 

Tenneco  has  paid  a  price  for  its 
growth,  but  it  has  been  worth  it. 
It  wanted  to  branch  out  beyond 
the  dependable  but  heavily  regu- 
lated pipeline  business.  So  it  hit  the 
merger  path  and  in  just  ten  years 
quadrupled  sales.  This  put  Tenneco 
into  auto  parts,  oil  and  gas,  chemi- 
cals, packaging,  land,  farm  ma- 
chinery (J.I.  Case)  and  shipbuild- 
ing (Newport  News).  The  mergers 
incurred  heavy  debt  and  consider- 
able dilution  for  Tenneco.  But  de- 
spite this,  and  even  on  a  fully  di- 
luted basis,  Tenneco's  per-share 
earnings  have  increased  by  72%  in 
the  decade,  and  its  return  on  equi- 
ty last  year  was  a  very  good  17%. 


Texaco 

Revenues  (mil.)  $7,529.1 

Earnings  per  share  $3.32 

Cash  flow  per  share  $4.76 

Annual  earnings  growth  1967-71  5.3% 

Av.  return  on  capital  1967-71  12.5% 

P/E  ratio  range  1967-71  16-8 

Price  range  1967-71  45-24 

Texaco  is  the  Venus  of  the  oil  in- 
dustiy— well-endowed  with  crude, 
well-proportioned  in  production, 
refining  and  marketing,  the  most 
profitable  of  the  international  oil 
giants.  Of  course,  Texaco  is  not 
without  its  problems.  In  the  U.S. 
its  prodigious  wells  are  peaking  out 
and  new  ones  are  very  much  more 
expensive,  and  rising  nationalism 
threatens  its  Middle  East  holdings. 
But  Texaco  has  often  shown  its 
ability  to  cope  with  difficulties  and 
exploit  opportunities.  In  recent 
years,  it  has  had  fabulous  finds  in 
Ecuador.  And  in  Western  Europe, 
Texaco  has  moved  aggressively  and 
impressively  after  breaking  up  its 
partnership  there  with  Socal  (Cal- 
tex).  So  Texaco's  fiscal  measure- 
ments are  still  lovely  to  behold, 
enough  to  make  the  other  giants 
look  like  wallflowers. 
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Transamerica 


Revenues  (mil.)  $1,643.5 

Earnings  per  share  $0.90 

Cash  flow  per  share  $1-68 

Annual  earnings  growth  1967-71  0.7% 

Av.  return  on  capital  1967-71  7.3% 

P/E  ratio  range  1967-71  4410 

Price  range  1967-71  ^V/a-l^Vs 

TA's  most  valuable  gem  is  Occi- 
dental Life.  It  has  nearly  doubled 
its  policies  in  force  over  the  last 
eight  years  and  produces  over  half 
of  TA's  total  earnings.  But  even 
with  Old  Reliable  churning  out 
earnings  year  after  year,  all  it  takes 
is  one  volatile  subsidiaiy— United 
Artists— to  swing  TA's  total  profits 
up  and  down.  TA  had  an  excellent 
record  of  earnings  growth  until 
1970,  when  TA's  entertainment 
group  cropped  up  with  an  $18- 
million  operating  loss  plus  a  $27.5- 
million  one-time  write-off.  Total 
company  earnings  dropped  from 
$1.05  per  share  to  43  cents  as  a 
result.  Last  year  UA's  sparkle  re- 
turned, thanks  to  the  box-office 
success  of  two  movies.  Fiddler  on 
the  Roof  and  the  James  Bond  film 
Diamonds  Are  Forever.  For  the 
moment,  TA's  other  things  are  go- 
ing well  too:  charter  flights,  car 
rentals  and  real  estate  services.  It 
was  enough  to  help  TA's  coiporate 
earnings  back  up  to  90  cents  a 
share.  Occidental  Life  is  extreme- 
ly important  to  TA,  but  year  to 
year  you've  got  to  watch  the  rest 
of  the  company  too. 


Travelers 

Revenues  (mil.)  $3,579.9 

Earnings  per  share  $2.62 

Cash  flow  per  share  $2.62 

Annual  earnings  growth  1967-71  0% 

Av.  return  on  capital  1967-71  6.0% 

P/E  ratio  range  1967-71  3312 

Price  range  1967-71  40y8-21 

Is  Travelers  moving?  And  fonvard? 
Once  a  huge,  tight-lipped  insur- 
ance company  whose  earnings 
growth  seemed  nonexistent.  Travel- 
ers last  year  saw  earnings  soar 
more  than  50%.  The  main  reason 
was  the  sensational  industrywide 
earnings  recovery  in  property  and 
casualty  insurance.  But  Travelers 
nowadays  is  not  just  relying  on 
fa\()rable  trends.  It  has  been  push- 
ing harder  in  the  more  profitable 
permanent  life  insurance,  which 
outsold  its  term  life  insurance  for 
the  .second  straight  year.  It  has 
l)een     increasing     its     number     of 


agents,  and  it  has  begun  to  train 
the  1,600  salesmen  of  Wall  Street's 
Walston  &  Co.  to  sell  insurance  as 
well  as  securities.  Travelers  also 
managed  last  year  ta  make  a  slight 
profit  in  group  accident  and  health 
insurance,  where  it  lost  nearly  $20 
million  in  1970.  But  the  big  ques- 
tion mark  still  is  property-liability 
insurance,  where  catastrophe  losses 
were  very  low  in  1971.  A  hurri- 
cane or  two  could  wipe  out  last 
year's  profitability  gains. 


"Fiddler  on  the  Roof"  is  sweet 
P&L   music  to  Transamerica   Corp. 

Union  Carbide 

Revenues  (mil.)  $3,037.5 

Earnings  per  share  $2.53 

Cash  flow  per  share  $6.31 

Annual  earnings  growth  1967-71  — 6.7% 

Av.  return  on  capital  1967-71  7.4% 

P/E  ratio  range  1967-71  21-11 

Price  range  1967-71  59-291/2 

Union  Cabbide  is  a  bit  like  the 
rich  uncle  you  invite  to  dinner 
once  a  year— he  never  comes 
through  with  the  nice  gift  you  ex- 
pect from  him.  Carbide  has  tacked 
on  a  billion  dollars  in  new  sales 
since  1965,  but  its  profits  have  ac- 
tually gone  down.  It  has  grown 
twice  as  fast  as  du  Pont  and  makes 
only  one-third  as  much  money.  For 
a  time  its  big  problem  was  a  new 
$20()-milli()n  petrochemical  plant 
that  wouldn't  work  properly.  Then 
came  the  sharp  chemical  industry 
recession  in  1970.  A  turnaround  is 
always  expected  but  never  seems 
to  come.  The  main  trouble  is  that 
Carbide,  unlike  du  Pont,  is  stuck 
with  a  raft  of  commodities.  Its 
sales  grow  steadily  fatter,  but  the 
profits  are  strictly  Dullsville. 


Union  Oil  of  California 

Revenues  (mil.)  $1,991.5 

Earnings  per  share  $3.20 

Cash  flow  per  share  $8.69 
Annual  earnings  growth  1967-71      — 3.4% 

Av.  return  on  capital  1967-71  8.1% 

P/E  ratio  range  1967-71  16-7 

Price  range  1967-71  70-235/8 

Union  is  racing  the  clock.  It's  big 
in  the  two  most  price-war-prone 
markets— California  and  the  Mid- 
west—making it  essential  to  have  a 
large  ciiide  supply  to  cushion  its 
frequently  squeezed  retail  margins. 
So  Union  has  spent  prodigiously  in 
recent  years  to  build  up  its  reserves. 
It  enjoyed  great  early  success,  lift- 
ing its  crude  production  to  85%  of 
its  needs  by  1970,  but  then  its  luck 
began  running  out,  notably  in  Cal- 
ifornia's Santa  Barbara  Channel 
and  Alaska.  As  a  result,  crude  suf- 
ficiency declined  to  80%  in  1971 
and  probably  will  fall  again  in 
1972.  Moreover,  heavy  exploration 
costs  have  been  cutting  into  earn- 
ings. Union  is  running  hard,  but 
shows  signs  of  being  out  of  breath. 


Uniroyol 

Revenues  (mil.)  $1,677.7 

Earnings  per  share  $1.42 

Cash  flow  per  share  $3.38 

Annual  earnings  growth  1967-71  0.7% 

Av.  return  on  capital  1967-71  5.9% 

P/E  ratio  range  1967-71  30-10 

Price  range  1967-71  33V2-12V4 

"What's  a  Uniroyal?"  asked  a  se- 
ries of  ads  in  1966,  publicizing 
U.S.  Rubber's  new  name.  For  a 
company  that  since  then  has  com- 
bined a  dismal  5.9%  return  on  cap- 
ital with  a  7.7%  decline  in  earn- 
ings, the  right  answer  seems  to  be: 
a  loser.  Uniroyal's  broad  nontire 
line  (industrial  products,  chemi- 
cals, footwear,  fabrics,  plastics)  ac- 
counts for  about  half  of  profits,  but 
tires  have  been  the  real  stumbling 
block.  Uniroyal  makes  original- 
equipment  tires— a  low-profit  busi- 
ness—for CM  and  has  only  about 
15%  of  the  more  profitable  replace- 
ment market,  half  the  share  of  ei- 
ther Goodyear  or  Firestone.  To 
remedy  this,  it  laid  out  $381  mil- 
lion in  capital  spending  between 
1968  and  1971,  much  of  it  for 
manufacturing  and  distribution  fa- 
cilities for  steel-belted  radials.  If 
Uniroyal  is  right  in  predicting  that 
radials  will  dominate  the  market 
within  the  decade,  the  picture  may 
brighten.    Now  it's  pretty  dark. 
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DOING  BUSINESS  IN  CANADA 


A  PRACTICALGUIDE  TO 
FHE  CANADIAN  BUSINESS  WORLD 


As  practical  as  we  could  make  it  for  any  busi- 
nessman thinking  about  opening  new  business 
frontiers  in  Canada  . . . 

As  practical  as  60  pages  and  more,  of  hard-core 
answers  to  most  of  the  hard-core  questions  we've 
been  asked  to  answer  for  well  over  a  century. 

Questions  about  organizing  and  planning  and 
manufacture  and  sales ...  about  fees  and  taxes, 
and  kinds  of  companies  you  can  form . . .  about 
international  trade  agreements  and  tariffs,  labour 
legislation  —  and  just  about  anything  you  really 
should  know  about  —  even  to  moving  your  own 
family  North. 


If  you'd  like  a  copy  of  "Doing  Business  in 
Canada" — it's  practically  yours. 

Just  have  your  secretary  write  for  one  —  on 
your  company  letterhead.  Attention  Dept.  F. 


<l> 


CANADIAN  IMPERIAL 

BANK  OF  COMMERCE 


Over  1500  Branches  and  Over  $12  Billion  in  Assets 
Head  Office:  Toronto  1,  Canada 
New  York  Office:  22  William  St.,  N.  Y.  10005 
(212)  DIgby  4-3801 


U.S.  Steel 


Revenues  (mil.)  $4,928.2 

Earnings  per  share  $2.85 

Cash  flow  per  share  $8.18 
Annual  earnings  growth  1967-71      — 7.2% 

Av.  return  on  capital  1967-71  4.6% 

P/E  ratio  range  1967-71  16-8 

Price  range  1967-71  501/4-25 

What's  to  say?  Nearly  $5  billion  in 
.sales  and  close  to  $10  billion  in 
plant  and  equipment  yielded 
slightly  over  $150  million  in  net 
income  last  year— in  spite  of  the 
fact  that  Big  Steel  didn't  pay  a 
dime  in  income  taxes,  thanks  to 
various  tax  offsets.  If  U.S.  Steel 
could  liquidate  its  properties  at 
book  value  and  put  the  money  in 
savings  banks,  stockholders  would 
actually  be  more  than  $1  a  share 
better  off  than  they  were  last  year. 
It's  that  bad.  No  question  about 
it:  The  whole  steel  industry  has 
gargantuan  problems.  But  one 
wonders  whether  things  have  to 
l)e  quite  as  dismal  as  they  are  at 
U.S.  Steel. 


Westinghouse  Elecfric 

Revenues  (mil.)  $4,630.5 

Earnings  per  share  $2.08 

Cash  flow  per  share  $3.17 

Annual  earnings  growth  1967-71  6.2% 

Av.  return  on  capital  1967-71  9.0% 

P/E  ratio  range  1967-71  2514 

Price  range  1967-71  48%-23'/4 

If  ever  a  No.  Two  tried  harder,  it 
was  Westinghouse.  True,  Westing- 
house  is  still  outsold  2  to  1  by 
GE,  and  GE  earns  12%  on  capital 
to  Westinghouse's  9%,  but  the  prof- 
it gap  has  narrowed:  In  the  ten 
years  since  Donald  Bumham  be- 
came chief  executive  officer,  West- 
inghouse has  nearly  tripled  earn- 
ings. Burnham  has  kept  Westing- 
house a  power  in  power  genera- 
tion (44%  of  earnings).  Initially, 
Westinghouse  paid  heavily  to  get 
into  nuclear  power  stations  by  ac- 
cepting turnkey  contracts  and  dou- 
bling long-term  debt.  But  now 
Westinghouse  is  almost  mass-pro- 
ducing the  equipment  and  has  a 
$4.3-billion  order  backlog  on  the 
nuclear  side.  Burnham,  too,  has 
profited  from  broadcasting  and  by 
venturing  into  urban  development, 
transportation  and  education  equip- 
ment. But  he  also  has  the  same 
old  problem  area:  consumer  prod- 
ucts, which  account  for  16%  of 
sales,  on  which  Westinghouse  lost 
$7  million  last  year. 


Weyerhaeuser 


Revenues  (mil.)  $1,299.5 

Earnings  per  share  $1.64 

Cash  flow  per  share  $3.41 

Annual  earnings  growth  1967-71  6.1% 

Av.  return  on  capital  1967-71  11.0% 

P/E  ratio  range  1967-71  3810 

Price  range  1967-71  62V4-16y8 

Jolted  by  Georgia-Pacific's  mete- 
oric rise,  big  old  Weyerhaeuser 
has  been  making  the  chips  fly  since 
the  mid-Sixties.  It  jacked  up  capi- 
tal spending— which  had  never  ex- 
ceeded $100  million-to  $486  mil- 
lion by  1969.  From  no  long-term 
debt  at  all  before  1964,  it  now  has 
$532  million.  In  the  process  it  has 
gotten    into   home-building    ($107 


worth  still  has  only  197  Woolco  dis- 
count stores,  vs.  Kresge's  500  or  so 
K  marts;  only  one-third  of  its  vol- 
ume comes  from  private  labels,  vs. 
Grant's  two-thirds.  Woolworth  did 
buy  and  expand  Kinney  Shoe  and 
Richman  Brothers  clothing  stores, 
but  neither  is  yet  a  big  winner.  So 
in  six  years  Woolworth  doubled 
sales  but  barely  lifted  earnings, 
while  Kresge  just  about  quadru- 
pled both.  Woolworth  would  have 
been  worse  off  but  for  its  stores 
in  Britain,  Canada  and  Germany. 
They  yielded  almost  3  times  its 
domestic  pretax  profit  in  1971  on 
only  three-fourths  the  sales.  Wool- 
worth  has  problems  abroad,  espe- 
cially in  Britain,  but  its  real  prob- 
lems, like  charity,  begin  at  home. 


Modular  building,  firsi  a  stock  promofion,  now  begins  to  become  realify. 


million  in  sales  last  year)  and  ac- 
quired forestry  operations  in  Ar- 
kansas to  challenge  G-P  for  south- 
em  markets.  Unhappily,  its  earn- 
ings were  clipped  in  1970-71  by 
weak  lumber  and  pulp  markets  and 
by  dock  strikes  (Weyerhaeuser 
does  22%  of  its  business  abroad). 
But  now  plywood  and  lumber 
prices  are  up  15%  to  30%,  and  the 
company  is  wide  awake  and  com- 
petitive again.  Georgia-Pacific  may 
be  the  best  thing  that  ever  hap- 
pened to  Weyerhaeuser. 


Woolworth 

Revenues  (mil.)  $2,801.0 

Earnings  per  share  $2.50 

Cash  flow  per  share  $4.21 

Annual  earnings  growth  1967-71  1.2% 

Av.  return  on  capital  1967-71  8.0% 

P/E  ratio  range  1967-71  22-9 

Price  range  1967-71  553/4-195/8 

Even  in  1972  a  large  number  of 
Woolworth's  4,831  stores  are  in 
decaying  downtown  areas  and  sell 
traditional  variety  store  fare.  Wool- 
worth  didn't  ignore  retailing  trends, 
but  was  cautious  in  switching  to 
the  suburbs  and  to  higher  priced, 
private-label    merchandise.     VN'ool- 


Xerox 


Revenues  (mil.)  $1,961.4 

Earnings  per  share  $2.71 

Cash  flow  per  share  $6.43 
Annual  earnings  growth  1967-71        17.3% 

Av.  return  on  capital  1967-71  18  9% 

P/E  ratio  range  1967-71  71-27 

Price  range  1967-71  1263/4 -65 V4 

"Our  computer  operations  re- 
mained unprofitable  and  will  be 
again  in  1972,"  states  the  Xerox 
annual  report  for  1971.  Honesty 
like  that  commands  respect;  so 
does  the  company's  ability  to  ab- 
sorb an  estimated  $100-million  loss 
in  the  2/2  years  since  it  merged 
with  Scientific  Data  Systems  and 
still  come  up  with  a  29.6%  return 
on  equity  and  18.9%  return  on  capi- 
tal. Confident  that  its  EDP  invest- 
ment will  pay  off  by  1973,  Xerox 
is  getting  ready  for  the  happy  end- 
ing with  a  30%  increase  in  comput- 
er sales  personnel  and  plans  to  ac- 
quire Diablo  Systems,  a  small  ($5 
million)  but  profitable  peripheral 
equipment  maker.  Losses  from 
computers  are  declining,  while  its 
copier  business  continues  strong, 
particularly  overseas.  Given  a  com- 
pany this  strong,  it's  hard  to  keep 
it  down. 
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I 

It  takes 

250  pounds  of  ore 

so  you  can 

blow  your  horn. 


An  average  trumpet  contains  2yz  pounds  of  brass  (1% 
pounds  of  copper  and  3^  pounds  of  zinc).  To  obtain 
enough  brass  for  one  trumpet,  250  pounds  of  ore  must 
be  extracted  from  the  earth,  smelted  and  refined 


Asarco  is  one  of  the  largest  producers  of 
copper  in  the  U.S.  Red  metal  is  vital  to  our 
nation's  economy  because,  among  other 
things,  it  is  the  nervous  system  of  our  com- 
munication networks. 

Conductivity,  corrosion  resistance,  work- 
ability and  appearance  make  copper  the 
material  for  countless  products  ranging  from 


mind-boggling  computers  to  air  conditioners. 
Also  roofing,  plumbing  and  piping  systems. 
And,  of  course,  for  musical  instruments. 

Copper  wiring  is  essential  for  nearly 
everything  electrical.  Without  it  we're  back 
in  the  dark  ages.  If  you'd  like  to  know  more 
about  copper,  write  us  at  120  Broadway, 
New  York,  N.Y.  10005. 


ASARCO 


AMERICAN  SMELTING  AND  REFINING  COMPANY 


Radishes  stay  redder 
with  Southern's 
green-light  service. 

Via  fast  intermodal  "sleepetf' 


From  Florida  to  Ohio— tons  of  radishes  stay  fresh 
by  "sleeping"  in  a  chilled  inert  nitrogen  atmos- 
phere. They  travel  in  special  intermodal  trailers, 
which  Southern  speeds  at  low  cost  from  Jack- 
sonville to  Cincinnati.  Here  you  see  one  of  our 
overhead  cranes  gently  unloading  them  for  the 
highway  trip  to  the  packing  plant. 

It's  Southern's  green-light  spirit  at  work,  pro- 
viding coordinated  transportation  service 
designed  to  help  a  shipper's  market  grow.  By 
helping  him  squeeze  waste  out  of  distribution. 
From  radishes  to  ranges,  carpets  to  chemicals 
...  if  your  products  require  intermodal  service, 
go  Southern. 

Southern  Railway  System,  Washington,  D.C. 
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The  500  Biggest  Corporations 

By 

Revenues 


Continued  inflation,  mixed  with  economic  recov- 
ery, proved  a  happy  recipe  for  revenues  in  1971. 


How  were  corporate  revenues  in  1971? 
Larger  than  ever.  It  took  sales  ot  $339 
million  to  make  this  year's  list  of  the 
500  largest  revenue-getters,  vs.  $317 
million  a  year  ago.  Of  the  top  500 
for  1971,  a  year  of  economic  recovery, 
some  65  companies  failed  to  record  a 
sales  gain.  Some  of  the  gains  were 
quite  handsome  indeed.  Standard  Oil 
of  California  was  up  23%,  Beatrice 
Foods  31%,  National  Steel  22%,  S.S. 
Kresge  23%,  Chase  Manhattan  31%. 
At  the  top,  General  Motors,  recover- 
ing from  its  1970  strike,  bounced  back 
51%  from  $18.7  billion  to  revenues  of 
$28.3  billion. 

No  fewer  than  186  companies  ex- 
ceeded $1  billion  in  revenues  in  1971, 
vs.  only  139  four  years  ago.  Twenty 
companies  now  top  $4  billion  in  sales. 
Among  the  billionaires,  over  40%  either 
manufacture,  distribute  or  retail  main- 
ly consumer  goods  and  services.  In 
this  numbers  game,  the  dice  are  clear- 
ly being  thrown  by  the  consumer. 

So  where  are  all  the  happy  faces? 
The  gains  in  revenues  still  owed  much 
to  inflation,  the  President's  economic 
policies  notwithstanding,  and  fre- 
quently were  cancelled  out  by  inflated 
costs.  Revenues,  of  course,  are  only 
half  the  game.  Fully  15%  of  the  bil- 
lionaires in  revenues  failed  to  make 
the  Forbes  500  list  for  profits  [see  p. 
153),  and  it's  the  bottom  line,  not  the 
top  line,  that  counts  the  most  with 
shareholders. 

Among  those  cliinbing  back  in  both 
revenues  and  profits  last  year  were 
chemical  companies,  home-building 
suppliers,  retailers  and  steel  compa- 
nies. Losing  ground  in  both  categories 
were  aerospace  firms,  metals  and  min- 
ing companies.   ■ 


o/o  Change 

Rank 

1 

Revenues 

Over 

1971 

1970 

Company        ($000,000) 

1970 

1 

1 

General  Motors 

28,264 

50.7 

2 

3 

Standard  Oil  (N  J) 

18,701 

13.0 

3 

2 

American  Tel  &  Tel 

18,511 

9.2 

4 

4 

Ford  Motor 

16,433 

9.7 

5 

5 

Sears,  Roebuck 

10,006 

8.0 

6 

6 

General  Electric 

9,425 

8.0 

7 

7 

Int  Tel  &Tel 

8,811 

15.8 

8 

8 

Int  Business  Mach 

8,274 

10.3 

9 

9 

Mobil  Oil 

8,243 

13.5 

10 

10 

Chrysler 

7,999 

14.3 

11 

11 

Texaco 

7,529 

18.6 

12 

13 

Gulf  Oil 

5,940 

10.1 

13 

12 

Great  Atl  &  Pac  Tea 

5,664 

—1.6 

14 

14 

Safeway  Stores 

5,359 

10.3 

15 

17 

Standard  Oil  (Calif) 

5,143 

22.8 

16 

15 

United  States  Steel 

4,928 

2.4 

17 

18 

J  C  Penney 

4,812 

15.9 

18 

16 

Westinghouse  Elec 

4,631 

7.4 

19 

22 

Aetna  Life  &  Cas 

4,108 

11.1 

20 

20 

Standard  Oil  (Ind) 

4,054 

8.6 

21 

25 

Shell  Oil 

3,892 

8.4 

22 

24 

E  1  Du  Pont 

3,879 

6.2 

23 

26 

General  Tel  &  Elec 

3,837 

11.6 

24 

19 

Kroger 

3,711 

—0.7 

25 

28 

Goodyear  Tire  &  Rut 

(  3.602 

12.7 

26 

29 

Travelers 

3,580 

14.4 

27 

27 

RCA  Corp 

3,530 

7.2 

28 

21 

LTV  Corp 

3,359 

—9.5 

29 

32 

Procter  &  Gamble 

3,178 

6.7 

30 

41 

S  S  Kresge 

3,140 

22.7 

31 

38 

Atlantic  Richfield 

3,135 

14.5 

32 

23 

Boeing 

3,057     ■ 

-17.3 

33 

39 

Continental  Oil 

3,051 

12.5 

'TORBES,   MAY   15,    1972 


121 


The  500  Biggest  Corporations  By  Revenu 


Rank 
1971  1970 


Company 


%  Change 
Revenues      Over 
($000,000)     1970 


34 
35 
36 
37 


42 

43 
44 
45 


58 
59 
60 
61 


31  Union  Carbide 

40  Int  Harvester 

34  Marcor 

30  Swift 


3,038 
3,016 
2,999 
2,996 


0.4 

11.2 

6.9 

—2.6 


38  35  Eastman  Kodak  2,976  6.9 

39  33  Bethlehem  Steel  2,964  1.0 

40  36  Kraftco  2,960  7.6 

41  ■  Lockheed  Aircraft  2,852  12.3 


43  Tenneco 

42  F  W  Woolworth 

37  Greyhound 

47  Firestone  Tire 


2,841 
2,801 
2,616 
2,484 


12.5 

10.8 

-4.5 

6.4 


46  45  Litton  Industries        2,466  2.6 

47  49  Occidental  Petroleum  2,412  7.7 

48  88  Beatrice  Foods           2,384  30.5 

49  48  Phillips  Petroleum      2,363  4.0 

50  53  Federated  Dpt  Stores  2,353  12.5 

51  57  Rapid-American         2,328  17.0 

52  55  General  Foods            2,282  11.6 

53  44  North  Am  RockvKell     2,211  —8.3 

54  51  Caterpillar  Tractor      2,175  2.2 

55  52  Singer                       2,124  —0.1 

56  54  McDonnell  Douglas    2,088  0.0 

57  58  Monsanto                  2,087  5.9 


56  Continental  Can 

65  Borden 

62  Dow  Chemical 

61  W  R  Grace 


2,082 
2,070 
2,053 
2,049 


2.2 

13.3 

7.4 

6.8 


62  46  United  Aircraft  2,031  —13.5 

63  70  Connecticut  General  2,013  13.8 

64  67  Union  Oil  California  1,992  10.0 

65  63  International  Paper  1,987  8.0 

66  73  Xerox  1,961  14.1 

67  60  Honeywell  1,946  1.3 

68  68  Household  Finance  1,944  8.5 

69  59  Sun  Oil  1,939  —0.2 


70  71  Food  Fair  Stores  1,928  9.4 

71  64  American  Can  1,897  3.2 

72  50  General  Dynamics  1,869  —16.0 

73  79  Minn  Mining  &  Man  1,829  8.4 

74  69  R  J  Reynolds  Inds  1,817  1.7 

75  75  Cities  Service  1,810  5.6 

76  82  Jewel  Companies  1,810  11.1 

77  80  Acme  Markets  1,799  9.0 

78  95  Lucky  Stores  1,794  20.5 

79  76  First  Natl  City  Corp  1,789  5.0 

80  74  Boise  Cascade  1,786  4.0 

81  78  Penn  Central  1,763  * 

82  90  Ralston  Purina  1,746  11.4 

83  72  SperryRand  1,739  —0.9 

84  77  Foremost-McKesson  1,738  2.8 

85  84  Coca-Cola  1,729  7.6 


%  Change 

Rank 

Revenues 

Over 

1971 

1970 

Company        ($000,000) 

1970 

86 

66 

Burlington  Inds 

1,727 

—5.2 

87 

87 

Armco  Steel 

1,714 

8.2 

88 

294 

City  Investing 

1,689 

12.5 

89 

91 

Uniroyal 

1,678 

7.9 

90 

96 

Transamerica 

1,643 

10.8 

91 

101 

CNA  Financial 

1,636 

13.9 

92 

99 

American  Brands 

1,627 

12.4 

93 

106 

Ashland  Oil 

1,626 

15.6 

94 

89 

Consolidated  Foods 

1,622 

3.3 

95 

85 

UAL  Inc 

1,618 

1.7 

96 

100 

Bendix 

1,613 

11.8 

97 

103 

Winn-Dixie  Stores 

1,609 

13.4 

98 

83 

Textron 

1,604 

—0.5 

99 

112 

Champion  IntI 

1,600 

18.0 

100 

93 

National  Tea 

1,591 

5.2 

101 

81 

Gulf  &  Western  Inds 

1,566 

—3.9 

102 

98 

Continental  Corp 

1,563 

6.1 

103 

97 

Engelhard  Min&  Che  1,556 

5.6 

104 

86 

TRW 

1,547 

—2.4 

105 

123 

National  Steel 

1,522 

21.9 

106 

94 

BankAmerica  Corp 

1,521 

2.1 

107 

107 

Owens-Illinois 

1,516 

8.1 

108 

109 

CPC  International 

1,500 

9.0 

109 

102 

Nat  Cash  Register 

1,466 

3.2 

110 

115 

American  Express 

1,464 

12.1 

111 

92 

Alcoa 

1,449 

—4.8 

112 

108 

United  Brands 

1,449 

3.8 

113 

133 

Georgia-Pacific 

1,447 

20.7 

114 

152 

Chase  Manhattan 

1,437 

31.3 

115 

116 

Am  Home  Products 

1,429 

10.4 

116 

125 

U  S  Industries 

1,425 

15.7 

117 

104 

American  Standard 

1,410 

—0.6 

118 

117 

Southern  Pacific 

1,400 

10.0 

119 

110 

Standard  Oil  (Ohio) 

1,394 

1.4 

120 

111 

Republic  Steel 

1,385 

1.5 

121 

120 

WT  Grant 

1,378 

9.9 

122 

119 

Warner-Lambert 

1,370 

9.0 

123 

113 

FMC 

1,354 

1.7 

124 

156 

Amerada  Hess 

1,349 

24.2 

125 

131 

INA 

1,346 

11.3 

126 

127 

Getty  Oil 

1,343 

10.0 

127 

114 

Gamble-Skogmo 

1,330 

1.3 

128 

122 

Allied  Chemical 

1,326 

6.2 

129 

144 

Consolidated  Edison 

1,314 

16.4 

130 

155 

Federal  Nat  Mtge 

1,312 

20.8 

131 

129 

Allied  Stores 

1,312 

8.2 

132 

137 

May  Dept  Stores 

1,311 

12.6 

133 

130 

Colgate-Palmolive 

1,310 

8.2 

134 

118 

Raytheon 

1,308 

3.9 

135 

121 

Genesco 

1,307 

4.5 

136 

138 

American  Cyanamid 

1,306 

12.8 

137 

149 

Grand  Union 

1,304 

8.6 

%Chi 


Rank 
1971  1970 


Company 


Revenues 
($000,000) 


138  124  Weyerhaeuser  1,300 

139  157  Halliburton  1,299 

140  105  Signal  Companies  1,286 

141  134  Whirlpool  1,277 

142  151  Pacific  Gas  &  Elec  1,260 

143  135  Inland  Steel  1,254 

144  139  Trans  World  Airiines  1,253 

145  126  CBS  1,248 

146  153  PPG  Industries  1,246 

147  143  American  Airiines  1,245 
143  132  BF  Goodrich  1,237 

149  162  Celanese  1,236 

150  154  American  Motors  1,233 

151  147  PepsiCo  1,225 

152  173  Philip  Morris  1,210 

153  150  Beneficial  Corp  1,203 

154  140  Deere  1,188 

155  166  Marathon  Oil  1,183 

156  145  Pan  Am  Worid  Airway  1,181 

157  169  Johnson  &  Johnson  1,156 

158  148  Borg-Warner  1,148 

159  159  Carnation  1,148 

160  146  OlinCorp  1.145 

161  178  Dayton-Hudson  1,121 

162  164  General  Mills  1,120 

163  136  Avco  1,117 

164  170  Burlington  Northern  1,108 

165  128  Teledyne  1,102 


166  200  IntI  Utilities  1,099 

167  163  Reynolds  Metals  1,093 

168  183  Southland  Corp  1,085 

169  174  Bristol-Myers  1,074 

170  198  Nabisco  1,070 

171  180  Combustion  Engineer  1,066 

172  168  Standard  Brands  1,057 

173  161  Mead  1,056 


174 

158 

Norfolk  &  Western  Ry  1,056    —2 

175 

177 

Eastern  Air  Lines 

1,054 

176 

142 

Kennecott  Copper 

1,053      - 

177 

165 

Norton  Simon 

1,052 

178 

160 

Control  Data 

1,044      - 

179 

141 

Ogden 

1,043      - 

180 

171 

Eaton 

1,036 

181    179    Campbell  Soup 


1,032 


182  167  C&O/B&ORRs  1,025 

183  209  Super  Valu  Stores  1,022 

184  185  El  Paso  Natural  Gas  1,020       i 

185  243  Iowa  Beef  Packers  1,015       ' 

186  175  Gen  Tire  &  Rubber  1,000 

187  194  H  J  Heinz  990 

188  192  Commonwealth  Ed        990 

189  181  Crown  Zellerbach  986 


Not  on  500  list  in  1970.  *  Not  comparable. 
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RCA  adds  some 
xal  color  to  Old  Vienna. 


e  Vienna  Opera.  Cafes  on  broad, 
ined  streets.The  Danube  River 
Stic  old  palaces.  TTie  Vienna  Woods, 
at's  the  kind  of  local  color  that 
s\'ienna  one  of  the  most  beautiful 
in  the  world. 

on  Oeslerreichischer  Rundfunk 
h.(ORF),  the  Austrian  broadcast- 
'encv,  will  add  more  color  to 


Old  Vienna. 

The  most  sophisticated  color 
television  broadcasting  in  all  of  Europe. 

Already  one  of  Europe's  most  experi- 
enced broadcasters,  ORE  is  adopting 
American  methods  and  totally  integrat- 
ing management  and  technical  opera- 
tions for  the  first  time  on  the  Continent. 

RCA  is  helping  bring  it  about. 


ORF  is  building  one  of  the  world's 
finest  color  television  centers  in  Vienna. 
And  they're  equipping  it  with  a  com- 
plete color  studio  system  by  RCA. 

The  $6.2  million  system  includes 
everything  that  goes  into  total  color 
television  production.  Live,  filmed  and 
taped.  RCA's  Communications  Systems 
Division  is  making  the  equipment. 

ORF  chose  us  because  we  make  more 
kinds  of  broadcasting  equipment  than 
anyone  else.  Besides,  we  have  the 
manpower  ORF  needs  to  help  plan  and 
install  the  system,  and  then  operate  and 
maintain  it  until  we've  trained  the 
Austrians  to  use  the  new  equipment 
themselves. 

And  since  ORF  is  adopting  American 
management  and  programming  meth- 
ods, we're  also  sharing  our  experience  in 
those  areas  with  them. 

RCA  is  helping  make  colorful  things 
happen  in  other  parts  of  the  world,  too. 

On  January  1, 1972,  Radio-Television 
Belgrade,  Yugoslavia's  biggest  station, 
broadcast  that  nation's  first  color  pro- 
grams with  $1.5  million  worth  of  RCA 
equipment. 

And  the  Philippines' ABS-CBN,  the 
largest  and  best-equipped  broadcasting 
complex  in  Southeast  Asia  has  been 
broadcasting  in  color  with  RCA  equip- 
ment since  1967. 

RCA  got  color  television  off  the 
ground  in  the  United  States.  Now  we're 
doing  the  same  for  other  countries. 

Local  color  has  a  way  of  getting 
around. 

To  find  out  how  to  add  color  to  your 
locality  write  RCA,  Dept.  B.,  Building  2-5, 
Camden,  New  Jersey  08102. 
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There  is  nothi 


an  idea  wh 
time  has  CO 


I 


Forget  everything  you  have  heard  about  dictating 
machines  .  .  .  nothing  compares  with  the  Noreico 
"idea  machines."  They  are  designed  to  transmit 
your  valued  ideas  faster,  easier  and  more  accu- 
rately. Ideas  that  produce  sales  results,  new  prod- 
ucts, expansion  plans,  company  policies  ...  all 
vital  factors  in  the  profit-making  objectives  of  your 
company.  The  Noreico  "idea  machines"  system 
covers  stbout  every  possible  business  communica- 
tion requirement  inside  or  outside  the  office.  It's  a 
flexible,  low  cost,',completely  compatible  system. 


The  Noreico  98  Executive  not  only  fits  youri 
of  office  activity,  but  will  help  make  youi 
tary  more  efficient  and  productive.  It  is  t 
with  instant  electronic  switching  and  1 
secretary-executive  intercom. 

The  Noreico  88  Portable  is  designed  for  1 
man  who  is  going  places.  It  is  a  full-feature( 
ble  dictating  machine;  compact,  lightweig 
to  use.  Ideal  for  business  activity  away  f 
office  to  capture  fleeting  ideas  without  pap 
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New 

Norelco  98 
Executive 
idea 
machine" 


New 

fcrelco 

Portable 

dea 

Inachine 


I        SHOWN 
"  '  ACTUAL 

SIZE 


THE  IDEA  CAPSULE  Advanced  Norelco  research 
developed  this  miniature  "idea  capsule."  Features  30 
minutes  of  excellent  quality  voice  recording  and  repro- 
duction. The  idea  capsule  is  the  heart  of  the  total 
Norelco  System.  It  is  self-contained  .  .  .  transcribes 
quickly  and  easily  .  .  .  can  be  used  over  and  over  again. 

PHILIPS   BUSINESS  SYSTEMS,  INC. 

A  NORTH  AMERICAN  PHILIPS  COMPANY 


ore/co 


100  East  42nd  Street,  New  York,  N.Y.  10017 

Gentlemen: 

Please  send  me  ttie  free  booklet,  "Ideas,  Communications  and 

Profits"  about  the  Norelco  "idea  machines" 

TITLE 


CITY/STATE_ 


The  500  Biggest  Corporations  By  Revenues 


%  Change  1 

Rank 

Revenues 

Over 

1971 

1970 

Company        ($000,000) 

1970 

190 

186 

Union  Pacific  Corp 

977 

5.8 

191 

215 

Supermarkets  Gen 

976 

20.9 

192 

211 

Babcock  &  Wilcox 

959 

16.1 

193 

184 

Martin  Marietta 

959 

1.9 

194 

189 

R  H  Macy 

957 

5.5 

195 

196 

Pfizer 

952 

9.3 

196 

206 

Lincoln  Natl  Corp 

950 

12.6 

197 

176 

Anaconda 

947 

—3.2 

198 

199 

Kimberly-Clark 

938 

8.0 

199 

193 

Burroughs 

933 

5.4 

200 

182 

Allied  Supermarkets 

932 

—2.2 

201 

212 

Columbia  Gas  System 

927 

12.6 

202 

188 

NL  Industries 

925 

1.0 

203 

187 

CIT  Financial 

924 

0.6 

204 

217 

Motorola 

923 

15.9 

205 

204 

St  Regis  Paper 

917 

6.9 

206 

195 

Kaiser  Alum  &  Chem 

912 

3.5 

207 

221 

Stop  &  Stiop 

908 

14.9 

208 

219 

Anheuser-Busch 

902 

13.8 

209 

190 

Lykes-Youngstown 

902 

1.0 

210 

201 

Santa  Fe  Industries 

897 

4.3 

211 

235 

Pub  Serv  Elec  &  Gas 

886 

19.5 

212 

208 

Vornado 

882 

5.3 

213 

205 

SCM 

875 

2.4 

214 

228 

Avon  Products 

873 

15.0 

215 

191 

J  P  Stevens 

861 

—3.5 

216 

322 

Seaboard  Coast  Line 

857 

NO 

217 

197 

Allis-Chalmers 

853 

-1.9 

218 

225 

First  Natl  Stores 

850 

10.3 

219 

218 

Associated  Dry  Goods 

849 

6.7 

220 

223 

Interco 

847 

8.9 

221 

214 

White  Motor 

843 

4.0 

222 

246 

Squibb  Corp 

830 

17.7 

223 

233 

Merck 

829 

10.8 

224 

238 

Southern  Company 

822 

11.4 

225 

247 

Dart  Industries 

818 

16.3 

226 

234 

Walgreen 

817 

9.9 

227 

216 

Hercules 

812 

1.7 

228 

203 

Studebaker-Worthing 

807 

—6.0 

229 

222 

Dresser  Industries 

805 

2.0 

230 

240 

Southern  Cal  Edison 

802 

11.3 

231 

226 

Ingersoll-Rand 

802 

4.8 

232 

172 

Grumman 

801 

—19.4 

233 

252 

Zayre 

798 

16.7 

234 

256 

Crane 

792 

16.4 

235 

258 

Pacific  Lighting 

780 

15.5 

236 

227 

Western  Bancorp 

771 

1.3 

237 

210 

Texas  Instruments 

764 

-7.7 

238 

239 

Fleming 

762 

5.3 

:    239 

230 

Illinois  Central  Inds 

758 

0.5 

:    240 

207 

Am  Metal  Climax 

757 

—10.0 

:     241 

232 

Am  Broadcasting  Cos 

756 

1.1 

%  Change  | 

Rank 

Revenues 

Over 

1971 

1970 

Company        ($000,000) 

1970 

242 

266 

Broadway-Hale 

755 

14.1 

243 

241 

Gimbel  Brothers 

754 

5.0 

244 

231 

American  General 

754 

0.1 

245 

254 

Del  Monte 

752 

10.3 

246 

255 

Central  Soya 

751 

10.3 

247 

264 

Am  Elec  Power 

748 

12.4 

248 

229 

Scott  Paper 

747 

—1.2 

249 

261 

Clark  Equipment 

741 

10.5 

250 

273 

AMF 

741 

16.5 

251 

291 

Eli  Lilly 

740 

25.0 

252 

245 

United  Merch  &  Mfrs 

738 

4.3 

253 

270 

Texas  Eastern  Trans 

734 

12.5 

254 

236 

Pennzoil  United 

731 

—1.1 

255 

260 

Gillette 

730 

8.5 

256 

281 

Otis  Elevator 

730 

17.5 

257 

303 

Evans  Products 

725 

31.1 

258 

271 

ARA  Services 

716 

10.4 

259 

268 

Pet 

712 

8.1 

260 

263 

Nat  Dist  &  Chem 

710 

6.4 

261 

250 

Interstate  Stores 

708 

3.4 

262 

224 

Phelps  Dodge 

704 

—9.3 

263 

213 

Walter  Kidde 

703 

—14.1 

264 

284 

Holiday  Inns 

703 

16.2 

265 

298 

J  P  Morgan  &  Co 

698 

23.0 

266 

259 

Pillsbury 

697 

3.3 

267 

267 

Colonial  Stores 

696 

5.3 

268 

295 

Schlumberger 

696 

20.3 

269 

244 

White  Consolidated 

694 

—2.1 

270 

249 

Pullman 

694 

1.3 

271 

257 

Jim  Walter 

690 

1.5 

272 

277 

Cook  United 

689 

9.7 

273 

248 

George  A  Hormel 

686 

—1.3 

274 

296 

Johns-Manville 

685 

18.5 

275 

286 

GAF  Corp 

684 

14.2 

276 

287 

Quaker  Oats 

679 

13.6 

277 

282 

Kellogg 

677 

10.2 

278 

■ 

Merrill  Lynch 

676 

42.9 

279 

293 

Consol  Natural  Gas 

667 

13.4 

280 

275 

McGraw-Edison 

664 

5.2 

281 

280 

Delta  Air  Lines 

661 

6.3 

282 

305 

Amstar 

660 

19.6 

283 

366 

Archer  Daniels  Mid 

660 

48.8 

284 

242 

Am  Smelting  &  Ref 

657 

8.5 

285 

269 

Emerson  Electric 

656 

—0.1 

286 

288 

Steriing  Drug 

652 

9.8 

287 

279 

Oscar  Mayer 

652 

4.7 

288 

283 

Consumers  Power 

652 

6.8 

289 

285 

Southern  Railway 

647 

7.4 

290 

276 

Arden-Mayfair 

647 

2.7 

291 

251 

Chemical  New  York 

645 

—5.7 

292 

253 

Mfrs  Hanover  Corp 

642 

—6.0 

293 

265 

Colt  Industries 

637 

—4.4 

Rank 
1971  1970 


Company 


%  Change 
Revenues     Over 
($000,000)    1970 


294  289  Carrier  636  7.0 

295  262  Dana  636  —4.8 

296  ■  Turner  Construction  631  14.9 

297  300  American  Natural  Gas  629  11.3 


298  337  Magnavox  628  27.0 

299  321  Bankers  Trust  NY  626  21.3 

300  272  Anderson-Clayton  625  —2.2 

301  290  Corning  Glass  Works  616  3.7 


302  323  Wickes  615  19.3 

303  326  Fluor  614  19.6 

304  297  Zenith  Radio  613  7.0 

305  307  Crum&Forster  611  13.1 


306  278 

307  332 

308  274 

309  314 


Northrop 
Phil  Electric 
Time  Inc 
Kerr-McGee 


610 
608 
607 
603 


—2.7 
20.6 

—4.1 
14.4 


310  308  Missouri  Pacific  RR  603  12.8 

311  355  AIco  Standard  599  31.5 

312  313  Detroit  Edison  599  13.2 

313  310  Koppers  598  12.3 


314  309  Peoples  Gas  593  11.2 

315  292  Essex  International  593  0.8 

316  312  LeascoCorp  591  11.1 

317  311  Liggett  &  Myers  588  10.6 


318  302  Diamond  Shamrock  585  5.3 

319  325  Kinney  Services  585  13.7 

320  320  Northern  Natural  Gas  582  12.7 

321  330  Pittston  581  14.9 


322  394  Amfac  578  41.7 

323  301  Ethyl  577  3.6 

324  327  Am  Hospital  Supply  577  13.2 

325  318  Niagara  Mohawk  Pow  571  9.4 


326  331  Diamond  Int  568  12.4 

327  334  St  Paul  Companies  567  14.2 

328  220  Whittaker  566  —28.6 

329  335  United  Utilities  566  14.1 


330  343  Armstrong  Cork  566  16.5 

331  346  Northwest  Industries  566  17.8 

332  306  North  Amer  Philips  561  2.5 

333  316  National  General  560  6.5 


334  445  Sperry  &  Hutchinson  556  55.4 

335  315  Sherwin-Williams  555  55 

336  351  United  States  Gyp  554  20.1 

337  339  Loews  552  12.6 

338  319  Budd  543  4.6 

339  329  Sec  Pac  Nat  Bank  541  6.9 

340  342  Owens-Coming  Fib  539  iO.7 

341  380  Scot  Lad  Foods  534  26.7 


342  372  Ubbey-Owens-Ford  531  23.6 

343  317  Wheeling  Pitts  Steel  528  1.0 

344  304  Dillingham  528  —4.5 

345  350  Union  Camp  526  13.7 


Not  on  500  list  in  1970. 


126 


FORBES,    MAY    15,    1972 


Eight  faces  but  only  one  profile. 


;)njird  F.  Hendricks  President. 
-St  Viriiinia  Management 
I  Research  Corporation 


bh  W.  Leathcrby  Chairman,  and  President. 
\therby  Companies,  Inc. 


'  ?s  S.  Watkinson  President, 
Hon  G.  Thalhimer,  Inc. 


One. 

Life  of  Virginia's  net  income  increased 
16.4%inl971.  Itranks  among  the  top  2'/2%  of 
the  nation's  1800  legal  reserve  life  companies. 

Two. 

Lawyers  Title  posted  a  92%  gain  in 
net  income  last  year.  It's  one  of  the  country's 
largest  title  insurers. 

Three. 

Leatherby  Companies,  Inc.  earnings 
increased  threefold  in  1971,  the  first  full  year 
as  an  affihate  of  Richmond  Corporation.  This 
California-based  firm  markets  casualty  and 
general  insurance,  workmen's  compensation 
and  employers'  liability  coverage. 

Four. 

Morton  G.  Thalhimer,  Inc.,  a  South- 
eastern real  estate  brokerage  firm,  saw  earn- 
ings increase  22.5%  last  year,  the  first  full 
year  of  affiliation  with  Richmond  Cor- 
poration. 

Five. 

Cooke  &  Bieler,Inc.  last  year  bettered 
previous  record  earnings  by  165%.  It  is  an 
investment  counseling  firm  with  client  port- 
folios totaling  approximately  $250  million. 

Six. 

Insurance  Management  Corporation 
gained  momentum  during  1971,  adding  im- 
portant property  and  casualty  organizations 
in  four  states  to  its  agency  network. 

Seven. 

First  Virginia  Management  and  Re- 
search Corporation  is  the  investment  adviser 
and  distributor  of  shares  of  First  Fund  of 
Virginia,  a  mutual  fund.  In  1971  sales  in- 
creased 11.9%. 

Eight. 

Richmond  Equivest,  Inc.  is  an  affiliate 
formed  in  1970  as  a  vehicle  for  equity  real 
estate  investments,  including  joint  ven- 
tures. Last  year  the  organization  broke 
ground  for  a  $50  million  environmental 
community. 

Eight  faces. 

They  add  up  to  one  holding  company: 
Richmond  Corporation,  with  combined 
assets  of  over  1  billion  dollars  and  consoli- 
dated net  income  of  $24.8  million,  up  67.3% 
from  the  previous  year. 

With  one  profile:  an  interrelated  finan- 
cial services  network  with  the  kind  of  cross- 
marketing  capabilities  and  operating 
economies  others  only  talk  about. 

RICHVIOISD 

CORPORATION 

Look  into  us  for  all  we're  worth. 


^  nond  Corporation.  914  Capitol  Street .  Richmond.  Virginia  23219/The  Life  Insurance  Company  of  Virginia/ Lawyers  Title  Insurance  Corporation/Leatherby  Companies, 
"■  Morton  G.  Thalhimer,  Inc./Insurance  Management  Corporation/Cboke  St,  Bieler,  Inc./First  Virginia  Management  and  Research  Corporation/Richmond  Equivest,  Inc. 


The  500  Biggest  Corporations  By  Revenues 


% Change 

%  Change 

%  Change 

Rank 

Revenues 

Over 

Rank 

Revenues 

Over 

Rank 

Revenues 

Over 

1971 

1970 

Company        ($000,000) 

1970 

1971 

1970 

Company        ($000,000) 

1970 

197^ 

1970 

Company        ($000,000)    1970   1 

346 

376 

Polaroid 

526 

23.2 

398 

387 

Crown  Cork  &  Seal 

448 

8.3 

450 

440 

NLT  Corp 

384 

6.5 

347 

345 

Times-Mirror 

524 

8.7 

399 

388 

Indian  Head 

446 

7.9 

,451 

486 

Baltimore  Gas  &  Elec 

384 

16.9 

348 

349 

Jos  Schlitz  Brewing 

522 

12.9 

400 

356 

ELTRA 

445 

—2.2 

■452 

475 

Wetterau  Foods 

378 

13.0 

349 

328 

Int  l\Ainerals  &  Chem 

518 

2.3 

401 

417 

M  Lowenstein  &  Sons 

444 

14.9 

453 

442 

Bemis 

377 

4.9 

350 

368 

Paccar 

514 

16.2 

402 

370 

Airco 

441 

0.9 

454 

455 

Libby,  McNeill  &  Lib 

376 

7.2 

351 

359 

Brunswick 

514 

14.1 

403 

403 

Upjohn 

440 

10.3 

455 

461 

Hewlett-Packard 

375 

8.0 

352 

369 

Melville  Shoe 

513 

17.0 

404 

392 

Wells  Fargo 

439 

6.6 

456 

■ 

Lone  Star  Industries 

375 

41.6 

353 

364 

Rohm  &  Haas 

513 

15.1 

405 

401 

Transcont  Gas  Pipe 

438 

9.7 

457 

466 

Northern  Illinois  Ga 

374 

8.4 

354 

299 

Lear  Siegler 

512 

—9.6 

406 

410 

Schering-Plough 

437 

11.7 

458 

435 

City  Stores 

373 

2.3 

355 

398 

First  Chicago  Corp 

509 

27.0 

407 

431 

National  Can 

436 

17.0 

459 

■ 

Kaiser  Industries 

373 

19.1 

356 

348 

ContI  Illinois 

509 

7.8 

408 

402 

Sunbeam 

434 

8.7 

460 

■ 

Penn  Fruit 

372 

21.5 

357 

396 

Fisher  Foods 

508 

26.6 

409 

382 

Westvaco 

431 

2.7 

461 

437 

Hart  Schaff  &  Marx 

372 

2.4 

358 

384 

General  Public  Utils 

508 

21.9 

410 

423 

Northwest  Airlines 

429 

13.1 

462 

452 

Hammermill  Paper 

370 

5.1 

359 

358 

Middle  South  Utils 

506 

12.4 

411 

■ 

Dravo 

428 

65.1 

463 

473 

Waldbaum 

365 

8.9 

360 

411 

Foster  Wheeler 

506 

29,6 

412 

426 

National  Industries 

427 

13.9 

464 

451 

Amer  Beef  Packers 

365 

3.2 

361 

374 

Brown  Group 

506 

17.8 

413 

434 

DiGiorgio 

426 

16.5 

465 

463 

Allied  Mills 

360 

3.7 

362 

439 

Akzona 

506 

39.6 

414 

347 

Cerro 

425    ■ 

-10.5 

466 

489 

Jefferson  Pilot 

360 

10.5 

363 

333 

Castle  &  Cooke 

503 

1.1 

415 

430 

ContI  Telephone 

425 

13.9 

467 

492 

Southern  Natural  Gas 

360 

11.2 

364 

341 

Cluett,  Peabody 

499 

2.3 

416 

449 

Flintkote 

423 

19.3 

468 

447 

A-T-0  Inc 

358 

0.4 

365 

344 

Stauffer  Chemical 

493 

2.1 

417 

386 

J  J  Newberry 

421 

1.4 

469 

462 

Smith  Kline  &  French 

357 

2.9 

366 

363 

Cummins  Engine 

492 

9.7 

418 

378 

Ward  Foods 

415 

-2.8 

470 

336 

Daylin 

357 

—28.0 

367 

361 

Albertson's 

489 

8.8 

419 

397 

G  C  Murphy 

414 

3.1 

471 

484 

Thrifty  Drug  Stores 

357 

8.6 

368 

324 

Allegheny  Ludlum 

487 

—5.5 

420 

425 

Va  Electric  &  Power 

414 

10.3 

472 

■ 

Tandy 

357 

40.9 

369 

385 

Florida  Power  &  Lt 

485 

16.5 

421 

■ 

Williams  Companies 

412 

75.3 

473 

■ 

Dun  &  Bradstreet 

356 

16.8 

370 

357 

Texas  Utilities 

483 

6.7 

422 

412 

TImken  Company 

412 

6.0 

474 

■ 

Chicago  Bridge  &  Irn 

356 

14.2 

371 

360 

Fruehauf 

483 

7.3 

423 

381 

Addressograph  Multi 

412 

—1.9 

475 

■ 

Mohasco  Industries 

356 

16.2 

372 

406 

Consol  Freightways 

480 

20.8 

424 

421 

Richardson-Merrell 

409 

7.5 

476 

448 

Great  North  Nekoosa 

355 

0.0 

373 

390 

Chubb 

479 

15.9 

425 

389 

Pennwalt 

409 

—1.0 

477 

479 

Sybron 

355 

6.7 

374 

■ 

Morrison-Knudsen 

477 

62.7 

426 

460 

Northeast  Utilities 

408 

17.3 

478 

427 

West  Point-Pepperell 

355 

—5.0 

375 

354 

Marine  Midland 

477 

4.5 

427 

429 

US  Freight 

407 

9.2 

479 

497 

Potlatch  Forests 

354 

10.9 

376 

371 

Giant  Food 

477 

9.5 

428 

433 

Admiral 

407 

10.4 

480 

491 

New  England  Electric 

354 

9.3 

377 

377 

Texas  Gas  Trans 

475 

11.4 

429 

436 

American  IntI  Group 

405 

11.4 

481 

■ 

Fairmont  Foods 

353 

5.3 

378 

338 

Universal  Oil  Prods 

470 

—4.9 

430 

■ 

Levi  Strauss 

405 

23.8 

482 

■ 

Outboard  Marine 

353 

16.0 

379 

365 

Scovill  Mfg 

470 

5.8 

431 

407 

McGraw-Hill 

405 

2.6 

483 

482 

Interlake  Inc 

353 

7.0 

380 

408 

Kaiser  Steel 

470 

19.5 

432 

464 

Hoover 

402 

16.0 

484 

487 

Fuqua  Industries 

352 

7.4 

381 

404 

Provident  Life  &  Ace 

470 

17.8 

433 

399 

Crocker  Natl  Corp 

402 

0.3 

485 

422 

Harris-lntertype 

352 

-7.3 

382 

340 

Kayser-Roth 

469 

—4.2 

434 

458 

Hershey  Foods 

402 

14.9 

486 

■ 

Fedders 

352 

19.0 

383 

352 

Pueblo  International 

467 

1.7 

435 

496 

Coastal  States  Gas 

402 

25.5 

487 

490 

Purex 

352 

8.0 

384 

395 

Marshall  Field 

467 

16.1 

436 

419 

Zaie 

400 

4.0 

488 

416 

General  Cable 

348 

—10.0 

385 

393 

Universal  Leaf 

463 

13.1 

437 

409 

Western  Union 

399 

1.6 

489 

■ 

Marriott 

347 

10.3 

386 

413 

Ralph  M  Parsons 

463 

19.1 

438 

450 

Mercantile  Stores 

399 

12.8 

490 

441 

Norton 

347 

-3.4 

387 

373 

USM 

462 

5.1 

439 

472 

Govt  Employees  Ins 

395 

16.9 

491 

494 

Morton-Norwich 

347 

8.2 

388 

379 

Malone  &  Hyde 

461 

9.4 

440 

428 

Revlon 

394 

5.5 

492 

■ 

Dillon  Companies 

347 

30.7     1 

389 

353 

Abbott  Laboratories 

458 

0.1 

441 

465 

Parkview-Gem 

389 

12.7 

493 

362 

GAC  Corp 

346 

—22.9 

390 

367 

Borman's 

458 

3.3 

442 

375 

Tecumseh  Prods 

388 

—9.1 

494 

■ 

Long  Island  Lighting 

346 

15.1 

391 

405 

National  Gypsum 

458 

14.9 

443 

470 

Genuine  Parts 

387 

13.9 

495 

481 

Campbell  Taggart 

346 

4.6 

392 

420 

Int  Multifoods 

457 

5.5 

444 

400 

Crowell-Collier  Macm 

387 

—3.4 

496 

471 

Gould  Inc 

342 

0.6 

393 

391 

A  0  Smith 

457 

10.6 

445 

453 

North  States  Power 

387 

9.7 

497 

■ 

Union  Electric 

341 

7.6 

394 

432 

Chromalloy  Amer 

457 

22.9 

446 

443 

Central  &  South  West 

386 

7.8 

498 

480 

R  R  Donnelley  &  Sons 

340 

2.7 

395 

41b 

Safeco 

454 

17.1 

447 

474 

Daniel  International 

386 

15.5 

499 

■ 

Rex  Chainbelt 

339 

12.9 

396 

414 

Duke  Power 

452 

16.2 

448 

467 

Heublein 

385 

11.8 

500 

■ 

Cyclops 

339 

40.8 

397 

383 

Panhandle  East  Pipe 

451 

7.5 

449 

424 

Kelsey-Hayes 

385 

1.7 

■  Not 

on  500  list  In  1970. 
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>PG  HELPS  FIGHT  CORROSION  WITH  AN 
ELECTROCOAT  PRIMER  FOR  YOUR  CAR. 


le  prime  coat  for  many  new 
rs.has  been  applied  electri- 
lly  in  a  process  for  whicin  PPG 
pplies  primers.  It's  called 
jctrodeposition.  Bodies  move 
■Qugh  a  huge  vat  and,  in  only 
0  seconds,  receive  a  com- 
5te,  uniform  priming — inside 
cd  out.  More  protection 
c'  ainst  rust  than  ever  before. 
One  out  of  seven  new  cars 
i  orimed  this  way  today,  with 
t  ecasts  of  one  out  of  two  by 
'  75.  We  supply  a  major  share 
c  the  primers. 
Products  like  this  come  from 
f  G's  coatings  technology  to 
Hill  a  company  objective: 


upgraded  products.  We  put 
more  into  them  so  our  custom- 
ers get  more  out  of  them. 

And  since  we  believe  that 
concerns  for  profits  and  prog- 
ress are  not  incompatible,  we 
try  with  our  products  to  make 
things  better  or  easier  or  safer 
for  people.  (Stopping  even  a 
little  rust  can  be  a  big  help.) 

PPG  also  makes  glass,  chem- 
icals, fiber  glass  and  other 
paint  products.  If  you'd  like  to 
know  more  about  our  company 
and  our  products,  write  us  for 
our  Annual  Report  at  One 
Gateway  Center,  Pittsburgh, 
Pennsylvania  15222. 


PPG:  a  Concern  for  the  Futui 


If  you're  puzzled  about  exactlj 
what  Gulf +Western  does,  A 


When  you  manage  a  corporation  whose  1,700  plants 
and  offices  in  49  countries  employ  over  70,000  peo- 
ple—it's understandably  hard  to  give  a  quick  overview 
of  your  total  operations. 

But  we  think  this  "diagram''  may  help.  It  shows  the 
five  major  fields  of  Gulf + Western's  Stage  II  activity. 
Within  those  five  areas  are  some  well-known  cor- 
porate names.  Under  SERVICES,  for  example,  there's 
Associates  Corporation  of  North  America— active  in 
financing  and  a  wide  range  of  insurance  programs. 
Under  CONSUMER  GOODS,  you're  probably  familiar 
with  our  Consolidated  Cigar  subsidiary  and  many  of 

its  leading  brands:  Muriel, 
El  Producto,  and  Dutch 
k  Masters  cigars.  Under 
^      LEISURE,  our  G  +  W 
operations  include  both 
Paramount  Pictures  and  Famous 
Music  Corporation. 
However,  our  list  of  familiar  names  only  goes 
so  far.  Unless  you  need  forgings,  pipe  fittings, 
traffic  safety  systems,  precision  metal  parts,  or  car- 
loads of  other  things  from  automobile  parts  to  zinc 
'    to  components  for  home  appliances— you 
might  not  know  G  +  W's  subsidiaries. 
.       But  think  of  this.  Some  50%  of  our 
^       manufacturing  operations  go  toward 
helping  other  companies  whose  prod- 
ucts affect  your  life.  The  sugar  in  your 
coffee  and  the  boxes  your  cereal  is  packaged  in 
may  have  come  from  subsidiaries  in  both  G  +  W's 
Consumer  and  Naturae  Resources  areas.  The 
cans  you  see  in  your  kitchen  cupboard  could  have 
been  shaped  by  presses  from  a  G  +  W  company  in 
thclNDUSTRiAi.  Markets  area. 

We  look  at  it  this  way.  G  +  W's  Stage  I  was  our 
period  for  developing  a  solid  base  of  assets;  now,  in 
Stage  II,  we're  serving  the  growing  needs  of  five  con- 
sumer and  industrial  areas,  today,  either  through 
our  own  products,  or  by  helping  other  companies 
make  their  products.  Gulf + Western  is  making  life 
easier  for  millions.  And  more  rewarding  for  its  more 
than  100,000  stockholders. 

Learn  more  about  G+W.  For  1971  Annual  Report,  write: 
Dept.  of  Investor  Relations,  Gulf+  Western  Industries, 
Inc.,  I  Gulf-k-  Western  Plaza,  N.  Y.,  N.  Y.  10023 

GulfdjWestern 
St\GEn 


^ 


Nobody  rings  bells  like  Avon 

The  550,000  Avon  Ladies  ring  over  500,000,000  bells  a  year. 

These  friendly  neighbors  bring  the  Avon  line  right  into  the  living  rooms  of  1 7  countries. 

Avon  offers  more  than  1 100  different  products,  everyone  of  them  made  carefully,  packaged 

excitingly,  and  guaranteed  unconditionally. 

No  wonder  Avon,  the  world's  leading  maker  of  cosmetics  and  toiletries, 

rings  bells. . .  like  nobody's  business. 


Avon 

ENGLAND  •  IRELAND  •  GERMANY  •  BELGIUM 


PUERTO  RICO  •  CANADA  •  MEXICO  •  ARGENTINA  •  BRAZIL  •  VENEZUELA 
IRELAND  •  GERMANY  •  BELGIUM  •  FRANCE  •  ITALY  •  SPAIN  •  JAPAN  •  AUSTRALIA  •  SWEDEN  •  HOLLAND  •  USA. 


The  500  Biggest  Corporations 

By 

Market  Value 


This  measure  is  more  like  a  public  opinion  poll: 
Which  500  companies  do  investors  like  best? 


Some  ahc;ue  tliat  the  cold  reality  of 
the  stock  market  is  the  only  true  test- 
ing groinul  of  a  company's  worth.  To 
them,  the  price  people  are  willing  to 
pa\  is  what  a  company  is  worth,  and 
hang  the  naysa\ers  who  point  to  over- 
inflated  multiples  and  irrational  mar- 
ket psychology. 

Whether  you  accept  that  or  not, 
stock  market  value  is  the  most  transi- 
tor\  of  the  four  criteria  Forbes  uses 
to  measure  companies.  Last  year  the 
market,  like  a  cross-country  rnimer, 
first  loped  uphill,  then  gathered  speed 
downhill  before  turning  sharply  up- 
ward for  a  month-long  climb  in  De- 
cember. \'alued  in  November,  t!ie 
500  companies  listed  here  combined 
would  have  been  worth  less  than  at 
the  start  o^  1971.  Hut  as  of  the  year's 
end,  the  date  on  which  we  have  arbi- 
trarily decided  to  value  them,  their 
combined  value  had  risen  $87  billion, 
or  around  15?,  during  1971  to  $634 
billion.  0\er  the  same  period  the  Do\\' 
Jones  industrial  average  rose  about  6%. 

By  no  means  every  company  was 
a  winner.  Resources-based  blue  chips, 
especially,  were  down  sharply:  Kenne- 
cott  Copper  was  off  38%,  Occidental 
Petroleum  34.5%,  Alcoa  23.2%  and 
Weyerhaeuser  18%.  Roughly  one  in 
five  of  the  500  fell  in  market  value. 

But  that  left  plenty  of  winners. 
Nearly  100  companies  rose  more  than 
50%  in  market  value;  22  companies 
more  than  doubled.  As  a  group,  the 
retailers  did  best,  though  machineiN- 
makers,  chemicals  and  even  some  steel 
and'  aerospace  stocks  came  back  in 
1971.  The  "concept"  stocks  were  back 
in  favor  too:  Levitz  Furniture,  Bausch 
&  Lomb,  Tropicana  and  Levi  Strauss 
all  came  up  from  nowhere  to  a  place 
on  the  list.  ■ 


( 

Common 

% 

Market 

Change 

Ra 

nk 

Value 

Over 

1971 

1970 

Company        ($000,000) 

1970 

1 

1 

Int  Business  Mach 

38,877 

6.8 

2 

2 

American  Tel  &  Tel 

24,582 

—8.4 

3 

3 

General  Motors 

23,041 

0.1 

4 

4 

Standard  Oil  (NJ) 

16,537 

0.7 

5 

6 

Sears,  Roebuck 

15,950 

104.1 

6 

5 

Eastman  Kodak 

15,681 

28.4 

7 

8 

General  Electric 

11,405 

33.8 

8 

9 

Xerox 

9,776 

44.1 

9 

7 

Texaco 

9,358 

—1.5 

10 

14 

Minn  Mining  &  Mfg 

7,598 

36.8 

11 

12 

Ford  Motor 

7,319 

20.6 

12 

16 

Coca-Cola 

7,277 

44.5 

13 

11 

E  1  du  Pont 

6,875 

9.4 

14 

17 

Procter  &  Gamble 

6,413 

35.6 

15 

10 

Gulf  Oil 

5,995 

—10.8 

16 

15 

Avon  Products 

5,787 

13.6 

17 

13 

Mobil  Oil 

5,547 

—4.8 

18 

27 

Johnson  &  Johnson 

5,522 

73.7 

19 

18 

Standard  Oil  (Caiif) 

4,868 

5.3 

20 

19 

Standard  Oil  (Ind) 

4,800 

32.5 

21 

21 

Am  Home  Products 

4,619 

29.2 

22 

20 

Merck 

4,522 

25.4 

23 

23 

Int  Tel  &  Tel 

4,376 

27.5 

24 

29 

J  C  Penney 

4,098 

40.8 

25 

31 

Westinghouse  Elec 

3,988 

45.7 

26 

24 

Eli  Lilly 

3,874 

15.2 

27 

43 

S  S  Kresge 

3,624 

72.3 

28 

38 

Dow  Chemical 

3,579 

60.9 

29 

25 

General  Tel  &  Elec 

3,517 

7.6 

30 

28 

Atlantic  Richfield 

3,292 

11.0 

31 

26 

Shell  Oil 

3,184 

—0.3 

32 

32 

Warner-Lambert 

3,073 

17.0 
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The  500  Biggest  Corporations  By  Market  Valm 


Common 

% 

Common 

% 

Common 

% 

Market 

Change 

Market 

Change 

Market 

Change 

Rank 

Value 

Over 

R< 

ink 

Value 

Over 

Rank                                   \ 

/alue 

Over 

1971 

1970        Company        ($000,000) 

1970 

1971 

1970        Company        ($000,000) 

1970 

1971 

1970        Company        ($000,000) 

1970 

33 

33     Polaroid 

2,923 

15.6 

85 

96     F  W  Woolworth 

1,321 

25.5 

137 

1 10     Mfrs  Hanover  Corp 

959 

—2.2 

34 

45     Burroughs 

2,825 

40.9 

86 

86     Kraftco 

1,312 

10.4 

138 

149     Phil  Electric 

958 

21.2 

35 

22    Weyerhaeuser 

2,822 

—18.0 

87 

80     Corning  Glass  Works 

1,303 

6.1  -. 

139 

191     Black  &  Decker 

956 

43.4 

36 

48    RCA  Corp 

2,760 

52.3 

88 

87    Consolidated  Edison 

1,295 

14.1 

140 

120    Coastal  States  Gas 

952 

8.7 

37 

36     Pfizer 

2,754 

19.0 

89 

104    Bethlehem  Steel 

1,290 

28.1 

141 

79    Alcoa 

946 

—23.2 

38 

34     Caterpillar  Tractor 

2,691 

10.6 

90 

137     CBS 

1,289 

55.4 

142 

318     MGIC  Investment 

937 

122.5 

39 

47     First  Natl  City  Corp 

2,559 

37.0 

91 

102    Holiday  Inns 

1,289 

27.0 

143 

206     Delta  Air  Lines 

935 

45.4 

40 

35    Union  Carbide 

2,559 

6.1 

92 

73    Southern  Cal  Edison 

1,283 

—1.4 

144 

89    Continental  Can 

933 

—16.3 

41 

50    Anheuser-Busch 

2,519 

47.3 

93 

115    Connecticut  General 

1,277 

42.0 

145 

114     Houston  Lt  &  Pow 

932 

0.3 

42 

66     Honeywell 

2,482 

72.1 

94 

153     Hewlett-Packard 

1,250 

62.5 

146 

156     Int  Flavors  &  Frag 

925 

22.7 

43 

39     BankAmerica  Corp 

2,442 

10.9 

95 

109     Southern  Pacific 

1,219 

23.7 

147 

124     Safeway  Stores 

917 

5.8 

44 

41    R  J  Reynolds  Inds 

2,389 

10.6 

96 

113     Beatrice  Foods 

1,218 

—0.6 

148 

176     PPG  Industries 

915 

30.8 

45 

37    Goodyear  Tire  &  Rub  2,319 

0.7 

97 

105    Transamerica 

1,202 

19.7 

149 

169     Utah  International 

914 

28.4 

46 

30    Georgia-Pacific 

2,308 

—16.2 

98 

111     Singer 

1,199 

22.7 

150 

82     Burlington  Inds 

911 

—24.4 

47 

44    Phillips  Petroleum 

2,289 

9.4 

99 

112     Household  Finance 

1,196 

24.7 

151 

125     Revlon 

900 

3.8 

48 

51    Federated  Dpt  Stores  2,270 

34.7 

100 

67    Gillette 

1,171 

—18.7 

152 

282    General  Reinsurance 

896 

87.0 

49 

56    Schering-Plough 

2,187 

38.5 

101 

117     INA 

1,170 

33.2 

153 

241     American  IntI  Group 

889 

56.5 

50 

75    American  Express 

2,116 

68.7 

102 

144     Whirlpool 

1,166 

46.0 

154 

200     Dart  Industries 

886 

35.3 

51 

42     Pacific  Gas  &  Elec 

1,978 

—6.5 

103 

295     American  Airlines 

1,154 

152.8 

155 

233     Tampax 

877 

50.2 

52 

77    Squibb  Corp 

1,931 

55.6 

104 

165     Motorola 

1,151 

59.7 

156 

247     Dun  &  Bradstreet 

875 

59.1 

53 

83    Louisiana  Land 

1,852 

53.8 

105 

140     Ralston  Purina 

1,135 

38.7 

157 

148    Champion  IntI 

874 

10.1 

54 

52    Chase  Manhattan 

1,845 

12.9 

106 

123     Carnation 

1,128 

30.0 

158 

162     Nabisco 

873 

20.1 

55 

88    Philip  Morris 

1,838 

54.2 

107 

95     Florida  Power  &  Lt 

1,118 

5.8 

159 

177     AMP 

873 

24.8 

56 

61    Sterling  Drug 

1,817 

21.7 

108 

74    Cities  Service 

1,108 

—13.0 

160 

100    Abbott  Laboratories 

872 

—14.5 

57 

63     Emerson  Electric 

1,813 

230 

109 

81     American  Brands 

1,107 

—8.7 

161 

264     AMF 

867 

69.6 

58 

59    Am  Elec  Power 

1,807 

17.4 

110 

97     Standard  Oil  (Ohio) 

1,102 

6.7 

162 

338     UAL 

863 

117.1 

59 

130    Walt  Disney 

1,803 

112.1 

111 

132     Armstrong  Cork 

1,099 

29.7 

163 

180     Marlennan 

862 

24.9 

! 

60 

101    Schlumberger 

1,793 

76.6 

112 

91     Central  &  South  West  1,096 

1.0 

164 

213     Greyhound 

846 

34.3 

61 

40    General  Foods 

1,793 

—17.6 

113 

■      Merrill  Lynch 

1,093 

NA 

165 

143     Combined  Insurance 

844 

5.5 

62 

46     Bristol-Myers 

1,755 

—7.6 

114 

107     Consolidated  Foods 

1,091 

10.0 

166 

154     Marcor 

842 

10.3 

63 

53     Commonwealth  Ed 

1,696 

4.0 

115 

155     Lubrizoi 

1,086 

43.1 

167 

186     Ingersoll-Rand 

841 

24.0 

64 

58    Tenneco 

1,675 

8.3 

116 

103     Pub  Serv  Elec  &  Gas 

1,086 

7.8 

168 

221     ARA  Services 

839 

37.9 

65 

65    Travelers 

1,674 

15.1 

117 

207    Federal  Nat  Mtge 

1,086 

68.9 

169 

181     Colgate-Palmolive 

839 

22.0 

1 

66 

62    Sun  Oil 

1,667 

13.0 

118 

170     Upjohn 

1,071 

50.4 

170 

172     National  Steel 

836 

18.0 

( 

67 

76    Aetna  Life  &  Cas 

1,654 

31.8 

119 

118    SperryRand 

1,055 

20.3 

171 

159     Smith  Kline  &  French 

832 

12,3 

' 

68 

54    Texas  Utilities 

1,648 

3.9 

120 

195    Jos  Schhtz  Brewing 

1,052 

58.6 

172 

128    Va  Electric  &  Power 

831 

—2.9 

69 

60    American  Cyanamid 

1,644 

7.8 

121 

134     Hercules 

1,039 

23.6 

173 

368    Seaboard  Coast  Line 

828 

132.8 

70 

49     United  States  Steel 

1,639 

—7.3 

122 

167     Baxter  Laboratories 

1,021 

42.5 

174 

214    General  Mills 

824 

32.5 

, 

71 

84     PepsiCo 

1,616 

34.2 

123 

94     Columbia  Gas  System  1,012 

—5.4 

175 

202     Lincoln  Natl  Corp 

822 

25.7 

;  p 

72 

90     Monsanto 

1,605 

47.8 

124 

93     Marathon  Oil 

1,012 

—6.6 

176 

299     Northwest  Airlines 

817 

81.8 

73 

71    Getty  Oil 

1.568 

19.3 

125 

92    Campbell  Soup 

1,007 

—7.1 

177 

157     Int  Harvester 

816 

8.5 

i ' 

74 

57     International  Paper 

1.558 

—0.3 

126 

126    CIT  Financial 

997 

15.6 

178 

222     Beneficial  Corp 

814 

34.0 

75 

70     Firestone  Tire 

1.558 

13.4 

127 

98     Middle  South  UtII 

995 

—2.9 

179 

215     Santa  Fe  Industries 

813 

31.6 

''1 

76 

69    Chrysler 

1,458 

5.2 

128 

239     McDonnell  Douglas 

993 

73.5 

180 

194     Textron 

813 

22.4 

.    77 

55    Continental  Oil 

1,442 

—8.8 

129 

135    Celanese 

990 

18.3 

181 

127     Western  Bancorp 

809 

-6.0 

i 

:    78 

240     McDonald's  Corp 

1,421 

148.4 

130 

178    GDSearle 

984 

42.0 

182 

72     Kennecott  Copper 

807 

—38.2 

,    \ 

79 

116    Texas  Instruments 

1.386 

56.0 

131 

142     Texas  Eastern  Trans 

983 

21.3 

183 

174     Zenith  Radio 

804 

14.2 

I 

80 

108     Union  Pacific  Corp 

1,376 

39.4 

132 

122     Kellogg 

982 

12.7 

184 

151     Borden 

804 

3.7 

81 

64    Southern  Company 

1,374 

—5.6 

133 

271    Heublein 

965 

90.8 

185 

193    Allied  Chemical 

803 

20.7 

82 

78    J  P  Morgan  &  Co 

1,370 

11.1 

134 

99     Union  Oil  California 

961 

—5.8 

186 

184    General  Public  Utils 

795 

16.e 

1 

83 

85    Am  Hospital  Supply 

1.358 

14.0 

135 

150    Continental  Corp 

961 

23.6 

187 

166     Crown  Zellerbach 

794 

10.6 

84 

139    Halliburton 

1,357 

65.6 

136 

152     Kerr-McGee 

961 

24.8 

188 

197     Magnavox 

793 

20.C 

1 

■  No 

t  on  500  list  in  1970.      NA  No 

available 
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I  was  a  truck  owner  for  four  years 
And  I  ha ve  the  scars  to  prove  it. 

I  not  only  had  the  pride  of  owning  trucks,  I  had  the  privilege  of  washing 
:hem,  painting  them  and  lettering  them.  I  had  the  honor  of  licensing  and 
|)ermitting  them.  The  pleasure  of  keeping 
(hem  in  fuel  and  oil  and  tires.  The  joy  of 
insuring  and  maintaining  and  repairing 
Ihem.  And  the  ecstasy  of  emergency  road 
liervice  at  three  o'clock  in  the  morning. 

I  don't  own  my  trucks  anymore. 
'  lease  from  Ryder.  ^m^ 

The  first  thing  Ryder  did  was  engi- 
leer  trucks  to  my  specifications.  The  next 
hing  Ryder  did  was  keep  those  trucks 
oiling  better  than  I  ever  could.  nn^ 

Ryder  has  360  company  owned  loca- 
ions.  Plus  600  contract  fuel  stations,  sa^" 
A^ith  a  network  like  that,  it's  hard  to  find     _ 
I  place  to  break  down  that's  more  than  50  miles  from  a  Ryder  rescue  spot. 

Besides,  Ryder  puts  their  trucks  through  a  preventive  maintenance 
)rogram  that's  tougher  and  more  disciplined  than  Marine  boot  camp. 
Ay  customers  never  had  more  dependable  deliveries. 

What's  more,  Ryder  is  pretty  deep  into  Transportation/Distribution 
Services.  They  not  only  provide  trucks,  they  can  recommend  new  ideas  and 
)etter  ways  to  do  your  shipping. 

Now  I  no  longer  own  my  trucks.  And  I  haven't  gotten  any  new  scars 
ately,  either.  Call  Bill  Cullom,  toll-free  fw^in  800-327-6201. 


lYDER  TRUCK  RENTAL.  2701  SOUTH  BAYSHORE  DRIVE,  MIAMI.  FLORIDA  331  33   FOR  FORD  AND  OTHER  FINE  TRUCKS 


Russ  Shryock  got  Marine  Midland 

to  give  us  something 

we  needed  more  than  money.  Ships. 


Any  bank  could  have  solved  our  financial 
problenn.  If  nnoney  was  our  only  problem. 

But  at  the  moment  we  needed  boats. 
Lots  of  them.  And  that's  a  lot  of  operating 
capital,  no  matter  how  you  look  at  it. 

So  when  Russ  Shryock,  President  of  Marine; 
Midland  Leasing  Co.  sat  down  with  us,  he  tried 
to  find  a  way  for  us  to  stretch  our  capital. 

Russ  Shryock  knew  it  would  tie  up  a  lot  of 
our  funds  if  we  bought '1ash  lighter"  barges 
ourselves.  So  he  got  Marine  Midland  to  buy 
them.  And  lease  them  to  us. 

His  innovative  thinking  not  only  preserved 
our  capital.  It  helped  us  improve  our  shipping 
line  as  well. 

You  see,  when  a  businessman  and  a  banker 
are  able  to  talk  directly  with  one  another  a 
personal  involvement  is  established,  and  we 
were  able  to  move  to  meet  our  specific  needs, 
without  red  tape  and  time-wasting  formalities. 

Which  is  really  what  business  is  all  about. 


T 


RUSS  SHRYOCK,  PRESIDENT 
MARINE  MIDLAND  LEASING  COMPANY. 


It's  not  what  you  ask.  It's  who  you  ask. 
Marine  Midland  BanksJ 

OVER  275  OFFICES  THROUGHOUT  NEW  YORK  AND  OVERSEAS. 


The  500  Biggest  Corporations  By  Market  Value  \ 


Common 

% 

Market 

Change 

Rank 

Value 

Over 

1971 

1970 

Company        ($000,000) 

1970 

189 

234 

Times-Mirror 

793 

35.8 

190 

236 

Digital  Equipment 

791 

35.7 

191 

277 

May  Dept  Stores 

782 

57.4 

192 

229 

Amerada  Hess 

779 

31.5 

193 

158 

FMC 

779 

5.1 

194 

211 

Owens-Corning  Fibrg 

776 

22.1 

195 

147 

Phelps  Dodge 

772 

—2.9 

196 

164 

Richardson-Merrell 

758 

4.6 

197 

129 

Consumers  Power 

757 

—11.0 

198 

245 

Carrier 

755 

34.1 

199 

175 

Superior  Oil 

755 

7.6 

200 

224 

Deere 

755 

25.0 

201 

212 

Eaton 

754 

18.9 

202 

133 

TRW 

754 

—10.6 

203 

121 

Chemical  New  York 

754 

—13.6 

204 

341 

Govt  Employees  Ins 

753 

91.9 

205 

168 

Detroit  Edison 

751 

5.1 

206 

141 

CPC  International 

750 

—7.5 

207 

231 

CNA  Financial 

744 

26.9 

208 

188 

Johns-Manville 

741 

10.6 

209 

232 

First  Chicago  Corp 

740 

26.6 

210 

198 

Norfolk  &  Western  Ry 

740 

12.0 

211 

253 

Norton  Simon 

737 

36.6 

212 

179 

Teledyne 

727 

5.1 

213 

359 

Marriott 

723 

97.5 

214 

285 

Melville  Shoe 

722 

51.5 

215 

283 

Pabst  Brewing 

720 

50.9 

216 

204 

W  R  Grace 

718 

10.8 

217 

209 

Duke  Power 

718 

11.9 

218 

119 

Owens-Illinois 

717 

—18.3 

219 

249 

Chesebrough-Pond's 

716 

30.4 

220 

275 

Square  D 

714 

42.0 

221 

248 

Rohm  &  Haas 

705 

28.4 

222 

273 

Associated  Dry  Goods 

702 

39.3 

223 

373 

Brunswick 

697 

98.6 

224 

219 

Baltimore  Gas  &  Elec 

691 

12.8 

225 

187 

Pittston 

691 

2.1 

226 

201 

Newmont  Mining 

684 

4.6 

227 

203 

W  T  Grant 

677 

3.8 

228 

226 

Litton  Industries 

676 

12.7 

229 

272 

Loews 

674 

33.8 

230 

199 

United  Utilities 

670 

1.7 

231 

145 

Am  Metal  Climax 

669 

—16.0 

232 

304 

North  Am  Rockwell 

668 

50.8 

1  233  182  ContI  Telephone  667 

I  234  305  US  Industries  665 

:  235  ■  Levitz  Furniture  662 

236  171  American  Natural  Gas  661 


237  163  Kimberly-Clark  660 

238  210  Continental  Illinois  658 

239  161  Control  Data  655 

240  106  Occidental  Petroleum  654 


Common 

% 

Market 

Change 

Rank 

Value 

Over 

1971 

1970 

Company        ($000,000) 

1970 

241 

246 

St  Paul  Companies 

650 

15.9 

242 

131 

Nat  Cash  Register 

649 

—23.6 

243 

268 

Comsat 

645 

27.1 

244 

286 

First  Charter  Fin 

643 

35.7 

245 

217 

Quaker  Oats 

641 

4.4 

246 

317 

Simplicity  Pattern 

641 

50.9 

247 

242 

Dow  Jones 

641 

13.3 

248 

280 

Winn-Dixie  Stores 

638 

30.6 

249 

205 

Ohio  Edison 

630 

—2.5 

250 

274 

Gen  American  Trans 

627 

24.7 

251 

302 

Clark  Equipment 

624 

40.3 

252 

208 

Standard  Brands 

622 

—3.2 

253 

183 

Engelh'rd  Min  &  Chm 

621 

—8.9 

254 

303 

Southern  Railway 

618 

39.2 

255 

276 

H  J  Heinz 

618 

23.7 

256 

347 

Champion  Spark  Pig 

616 

61.9 

257 

313 

Pan  Am  Airways 

614 

42.4 

258 

270 

Combustion  Engineer 

613 

21.3 

259 

348 

Skyline  Corp 

606 

59.5 

260 

266 

Inland  Steel 

604 

18.4 

261 

309 

Burlington  Northern 

603 

38.2 

262 

314 

Pennsylvania  Life 

601 

40.3 

263 

220 

Sec  Pac  Nat  Bank  Cal 

600 

—1.7 

264 

438 

Kaufman  &  Broad 

600 

124.7 

265 

319 

Naico  Chemical 

597 

41.8 

266 

252 

Northeast  Utilities 

597 

10.1 

267 

487 

New  Process 

594 

158.0 

268 

301 

Lucky  Stores 

594 

33.2 

269 

173 

American  Can 

592 

—16.0 

270 

216 

Armco  Steel 

591 

—4.1 

271 

311 

Dayton-Hudson 

587 

35.6 

272 

68 

Boise  Cascade 

584 

—58.4 

273 

293 

Union  Camp 

581 

26.6 

274 

389 

Jefferson  Pilot 

576 

76.2 

275 

300 

First  Bank  System 

575 

28.9 

276 

262 

NLT  Corp 

574 

11.4 

277 

243 

Consol  Natural  Gas 

570 

0.9 

278 

190 

Bankers  Trust  N  Y 

566 

—15.4 

279 

261 

Niagara  Mohawk  Pow 

565 

9.6 

280 

244 

Illinois  Power 

561 

—0.5 

281 

321 

Chubb 

560 

34.1 

282 

218 

Becton,  Dickinson 

560 

—8.8 

283 

384 

A  H  Robins 

560 

69.4 

284 

227 

Peoples  Gas 

560 

—6.0 

285  472  Gannett  559  131.0 

286  350  Raytheon  558  47.5 

287  250  Borg-Warner  557  2.7 

288  228  Gulf  States  Utils  556  —6.6 


289  146  Electronic  Data  Sys  554  —30.3 

290  403  Monroe  Auto  Equip  554  83.4 

291  138  Scott  Paper  553  —33.1 

292  260  Allegheny  Power  545  5.5 


Common 

% 

Market 

Change 

Rank 

Value 

Over 

1971 

1970 

Company        ($000,000; 

1970 

293 

427 

Genuine  Parts 

545 

95.0 

294 

257 

United  States  Gyp 

542 

2.7 

295 

223 

Union  Electric 

537 

—11.4 

296 

411 

Clorox 

535 

65.3 

297 

291 

Maytag 

529 

15.0 

298 

160 

Am  Smelting  &  Ref 

529 

—28.1 

299 

185 

Great  Atl  &  Pac  Tea 

525 

—22.8 

300 

380 

Liberty  Nat  Life  Ins 

522 

54.6 

301 

269 

Ashland  Oil 

521 

3.0 

302 

308 

Libbey-Owens-Ford 

519 

18.4 

303 

267 

North  States  Power 

518 

1.9 

304 

256 

Cleveland  Elec  Ilium 

517 

—2.1 

305 

391 

Bendix 

516 

60.5 

306 

■ 

Levi  Strauss 

515 

NA 

307 

251 

Mellon  Natl  Bnk 

512 

-5.5 

308 

327 

American  General 

511 

24.2 
—13.6 

309 

230 

No  Ind  Public  Serv 

509 

310 

332 

Gen  Tire  &  Rubber 

509 

25.7 

311 

196 

Pennzoil  United 

504 

—23.9 

312 

■ 

Colonial  Penn  Group 

503 

214.4 

313 

414 

Capital  Holding 

502 

73.7 

314 

287 

Sperry  &  Hutchinson 

502 

7.7 

315 

■ 

Trans  World  Airlines 

500 

248.9 

316 

254 

Long  Island  Lighting 

500 

—6.3 

317 

265 

St  Regis  Paper 

500 

—2.1 

318 

258 

Northern  Natural  Gas 

497 

—5.3 

319 

326 

Masonite 

495 

19.7 

320 

237 

Uniroyal 

492 

—14.9 

321 

255 

Florida  Power 

489 

—7.5 

322 

337 

Dana 

489 

22.8 

323 

263 

El  Paso  Natural  Gas 

486 

—4.9 

324 

■ 

Bausch  &  Lomb 

485 

307.6 

325 

361 

Rorer-Amchem 

484 

33.0 

326 

328 

Zaie 

480 

17.1 

327 

355 

Safeco 

479 

29.2 

328 

279 

McGraw-Edison 

477 

—3.2 

329 

284 

Diamond  Int 

475 

—0.3 

330 

324 

Jim  Walter 

475 

14.7 

331 

225 

Southern  Natural  Gas 

475 

—20.9 

332 

289 

Prentice-Hall 

474 

2.3 

333 

370 

IntI  Utilities 

471 

33.6 

334 

374 

Timken  Company 

471 

34.6 

335 

390 

R  H  Macy 

470 

44.7 

336 

470 

American  Greetings 

470 

93.8 

337 

331 

Fedders 

470 

15.4 

338 

333 

Martin  Marietta 

469 

16.1 

339 

259 

Texas  Gulf  Sulphur 

467 

—10.2 

340 

356 

Broadway-Hale 

465 

25.7 

L 

341 

235 

Mattel 

465 

—20.2 

k 

342 

343 

Jewel  Companies 

465 

20.6 

343 

443 

Monumental  Corp 

463 

76.0 

344 

238 

Panhandle  East  Pipe 

463 

—19.8 

Not  on  500  list  in  1970.     NA  not  available. 
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Myei^&Liggett? 

We  haven't  really  changed  the  name,  but  we  have  changed  the  company.  We  are  now  58  percent  non-tobacco. 


"I  admit  he's  caughtthe 
pleasing  contour  of  the 
bottle,  but  he's  missed 
inner  spirit." 


"Here's  to  Fazi  Battaglia  Verdicchio.. 
one  of  the  fine  imported  wines 
from  Carillon  Importers  Ltd." 


"Take  the  watch 
but  leave  me 
my  Brite 
watch  band." 


A 


You  know  Liggett  &  Myers  for 
its  L&M,  Chesterfield,  Lark  and 
Eve  cigarettes.  But  did  you  know 
-^.M  has  the  leading  brands  in 
Scotch  whisky  (J&B),  canned 

dog  food  (Alpo),  premium 
bourbon  (Wild  Turkey),  premium 
gin  (Bombay),  liquor  specialties 
(Grand  Marnier,  Metaxa, 
Campari),  fine  imported  wines 
(Chauvenet,  Charles  Heidsieck, 
Calvet,  Lagosta),  household  cleaning 
products  (Blue  Lustre),  prepackaged, 
room-size  rugs  (Mercury),  watch  bands 
(Brite),  and  even  popcorn  (3-Minute 
During  the  last  seven  years,  sales 
of  our  non-tobacco  products  have 
jumped  from  zero  to  58  percent 
of  total  sales,  excluding  excise  taxes. 

Liggett  &  Myers 


The  500  Biggest  Corporations  By  Market  Value 


1 

Common 

% 

1 

Market 

Change 

Rank 

Value 

Over 

1971 

1970 

Company        ($000,000) 

1970 

345 

386 

Franklin  Life  Ins 

462 

40.8 

346 

448 

Jack  Eckerd 

461 

77.7 

347 

460 

Tandy 

460 

80.9 

348 

352 

Liggett  &  Myers 

456 

22.1 

349 

294 

C  &  0/B  &  0  RRs 

454 

—1.0 

350 

405 

Interco 

454 

50.6 

351 

413 

Gulf  &  Western  Inds 

453 

56.3 

352 

393 

Kinney  N  Services 

450 

43.1 

353 

340 

City  Investing 

445 

12.4 

354 

404 

Hilton  Hotels 

444 

47.2 

355 

312 

Cincinnati  Gas  &  El 

444 

2.8 

356 

349 

Western  Union 

444 

17.0 

357 

351 

R  R  Donnelley  &  Sons 

444 

18.8 

358 

371 

First  Penna  Corp 

443 

25.8 

359 

320 

McGraw-Hill 

443 

5.4 

360 

322 

Northwest  Bancorp 

443 

6.6 

361 

428 

Southland  Corp 

441 

58.8 

362 

440 

Wickes 

439 

65.1 

363 

493 

SEDCO 

439 

93.3 

364 

475 

Bassett  Furniture 

438 

83.2 

365 

278 

Kroger 

437 

—11.7 

366 

362 

Swift 

436 

20.0 

367 

■ 

Ocean  Drilling  &  Exp 

436 

115.1 

368 

325 

Oklahoma  Gas  &  Elec 

435 

5.1 

369 

382 

Trans  Union  Corp 

433 

28.5 

370 

372 

H  &  R  Block 

432 

22.7 

371 

281 

Public  Service  Ind 

431 

—10.2 

372 

306 

Pacific  Lighting 

428 

—3.0 

373 

360 

Penn  Power  &  Light 

426 

16.9 

374 

■ 

National  Liberty 

424 

123.4 

375 

136 

Technicon 

423 

—49.2 

376 

316 

Nat  Dist  &  Chem 

422 

—0.7 

377 

396 

Time  Inc 

422 

36.5 

378 

367 

Citizens  &  Southern 

421 

17.6 

379 

424 

Auto  Data  Processing 

419 

49.6 

380 

323 

Clin  Corp 

419 

1.1 

381 

496 

Quaker  State  Oil  Ref 

418 

85.7 

382 

353 

Gr  Western  Financial 

417 

12.0 

383 

335 

Akzona 

417 

4.1 

384 

■ 

Howard  Johnson 

416 

99.1 

385 

334 

B  F  Goodrich 

411 

2.0 

386 

354 

Duquesne  Light 

410 

10.5 

387 

392 

Genesco 

410 

28.6 

1 388 
389 

482 

Evans  Products 

407 

74.1 

297 

Marine  Midland  Bnks 

407 

—10.6 

;390 

369 

Pacific  Power  &  Lt 

407 

15.0 

,391 

425 

Babcock  &  Wilcox 

407 

45.3 

392 

345 

First  Natl  Boston 

405 

5.9 

393  ■  Lowe's  404  271.8 

394  398  Boeing  404  30.7 

395  395  Trane  403  30.0 

396  346  Lone  Star  Gas  400  4.7 


Common 

% 

Market 

Change 

Rank 

Value 

Over 

1971 

1970 

Company        ($000,000) 

1970 

397 

■ 

Fleetwood  Enterprise 

398 

89.0 

398 

■ 

Masco 

398 

80.8 

399 

409 

Essex  International 

397 

33.2 

400 

492 

Texas  Oil  &  Gas 

397 

74.8 

401 

■ 

Rollins 

395 

79.5 

402 

344 

Sou  New  England  Tel 

395 

2.5 

403 

■ 

Petrie  Stores 

393 

109.5 

404 

461 

McCulloch  Oil 

391 

54.3 

405 

■ 

Teleprompter 

391 

326.9 

406 

310 

Transcont  Gas  Pipe 

390 

—10.0 

407 

358 

Carolina  Power  &  Lt 

389 

5.9 

408 

■ 

Perkin-Elmer 

387 

86.1 

409 

449 

Hoover 

386 

49.3 

410 

■ 

Eastern  Air  Lines 

386 

113.8 

411 

342 

Wells  Fargo 

384 

-1.1 

412 

192 

Kaiser  Alum  &  Chem 

384 

—42.5 

413 

378 

Stauffer  Chemical 

382 

12.0 

414 

■ 

Centex 

382 

88.6 

415 

357 

Crown  Cork  &  Seal 

381 

3.6 

416 

400 

National  Serv  Inds 

381 

24.7 

417 

499 

Outboard  Marine 

379 

69.6 

418 

■ 

Am  Broadcasting  Cos 

374 

104.2 

419 

381 

New  England  Electric 

374 

10.9 

420 

■ 

Dr  Pepper 

373 

75.5 

421 

483 

Mercantile  Stores 

373 

60.1 

422 

450 

Crum  &  Forster 

370 

43.0 

423 

330 

Max  Factor 

369 

—9.7 

424 

363 

Crocker  Natl  Corp 

368 

1.5 

425 

366 

Public  Service  Colo 

368 

2.3 

426 

408 

Gardner-Denver 

366 

22.2 

427 

■ 

Ryder  System 

364 

95.1 

428 

485 

Hobart  Manufac 

364 

56.9 

429 

415 

Southwestern  Life 

364 

26.2 

430 

■ 

USLIFE  Corp 

361 

80.1 

431 

■ 

Amfac 

361 

77.9 

432 

■ 

Knight  Newspaper 

361 

62.6 

433 

394 

Seven-Up 

358 

15.2 

434 

364 

Wisconsin  Elec  Power 

358 

—0.5 

435 

■ 

Longs  Drug  Stores 

358 

107.9 

436 

■ 

Roadway  Express 

356 

102.8 

437 

329 

United  Aircraft 

356 

—12.9 

438 

407 

Sunbeam 

354 

18.2 

439  ■  Cummins  Engine  354  59.4 

440  418  Illinois  Central  Inds  353  24.6 

441  ■  Ramada  Inns  352  81.7 

442  315  Northern  Illinois  Gas  350  —17.9 

443  379  Gerber  Products  346  2.2 

444  451  Brown-Forman  Dist  345  33.8 


445  307  NL  Industries  345  —21.7 

446  296  Morton-Norwich  345  —24.4 

447  423  Signal  Companies  345  23.1 

448  ■  Deluxe  Chk  Printers  345  81.4 


Rank 
1971  1970 


Company 


Common       % 
Market     Change 
Value        Over 

($000,000)    1970 


449 

432 

Sybron 

342 

25.4 

450 

478 

Joy  Manufacturing 

341 

44.4 

451 

420 

Economics  Lab 

340 

20.3 

452 

422 

Fruehauf 

340 

21.2 

453 

292 

Anaconda 

339 

—26.2 

454 

402 

Potomac  Elec  Power 

338 

11.8 

455 

399 

Hershey  Foods 

335 

9.3 

456 

288 

Republic  Steel 

334 

—28.3 

457 

435 

Mead 

332 

23.8 

458 

■ 

Collins  &  Aikman 

332 

79.4 

459 

410 

Wachovia 

332 

12.6 

460 

494 

NCNB 

332 

56.0 

461 

383 

Dresser  Industries 

330 

-0.6 

462 

365 

Otis  Elevator 

329 

—8.7 

463 

375 

Harris-lntertype 

328 

—6.2 

464 

387 

Central  Tel  &  Utils 

324 

—1.0 

465 

377 

East  Gas  &  Fuel 

323 

—5.6 

466 

■ 

Chicago  Bridge  &  Irn 

323 

122.2 

467 

480 

Provident  Life  &  Ace 

323 

37.2 

468 

434 

Foremost-McKesson 

321 

18.6 

469 

336 

National  Gypsum 

320 

—19.8 

470 

401 

Del  Monte 

320 

5.3 

471 

462 

Air  Prods  &  Chems 

319 

26.2 

472 

459 

Marshall  Field 

319 

25.6 

473 

■ 

Consol  Freightways 

319 

81.7 

474 

376 

Pitney-Bowes 

318 

—8.8 

475 

■ 

National  Chemsearch 

317 

69.0 

476 

■ 

GAF 

316 

86.1 

477 

■ 

Richmond  Corp 

315 

53.6 

478 

■ 

Capital  Cities  Broad 

313 

69.9 

479 

■ 

Jonathan  Logan 

312 

45.2 

480 

436 

Tecumseh  Prods 

310 

15.6 

481 

452 

Walter  Kidde 

309 

19.8 

482 

484 

Walter  E  Heller 

308 

32.4 

483 

298 

Reynolds  Metals 

308 

-32.1 

484 

■ 

Bell  &  Howell 

305 

78.2 

485 

■ 

Amer  District  Tel 

304 

99.7 

486 

■ 

Arlen  Realty  &  Dev 

303 

220.4 

487 

■ 

Bandag 

302 

151.3 

488 

486 

Pet 

300 

29.4 

489 

■ 

Champion  Home 

299 

145.6 

490 

■ 

Emery  Air  Freight 

299 

35.9 

491 

417 

Boston  Edison 

298 

4.6 

492 

■ 

Williams  Companies 

297 

50.4 

493  ■  Kendall  294  57.9 

494  ■  Gulf  Life  Holding  294  79.6 

495  385  Diamond  Shamrock  293  —110 

496  479  Brown  Group  292  24.1 


497  ■  Tropicana  Products  291  113.8 

498  ■  Illinois  Tool  Works  289  75.9 

499  ■  First  Nat  Bnk  Dallas  289  35.6 

500  458  ACF  Industries  289  13.3 


Not  on  500  list  In  1970. 
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The  beginning  of  the  end 

of  the  nonsense  we  both  go 

through  to  rent  a  car. 

Every  time  you  rent  a  car  you  wait  around  while  we  fill  out  the  same  old  rent  a 
car  form. 

With  the  same  old  questions.  No  matter  how  many  times  you've  answered 
them  before. 

You  don't  like  it.  We  don't  like  it. 


Well,  it  wasn't  easy,  but  we  solved 
the  problem.  By  creating  an  entirely 
new  way  of  renting  cars. 

It's  called  Hertz  Number  One  Club. 
Once  you're  a  member  you'll  never  again 
have  to  bother  with  a  rent  a  car  form  and 
all  the  aggravation  that  goes  with  it. 

You  can  get  information  on  the  Hertz 
Number  One  Club  at  any  Hertz  counter. 
We'll  either  give  you  an  application  right 
there,  or  have  you  fill  out  a  card  so  we  can 
send  you  one. 

Here's  how  it  works.  First  you  join 
for  free  and  we  send  you  a  membership 

card.  Then  whenever  you  reserve 
WertzA    ^  Ford  or  other  car  from  us,  your 

rent  a  car  form  will 
be  filled  out  in  ad- 
vance, and  waiting. 
So  when  you  come  to 
the  counter  all  you  do  is 
show  your  license  and 
'  charge  card,  sign  your  name,  and  go. 
Or  sign  your  name  and  stay. 
Because  once  our  girls  are  free  from 
filling  out  forms,  they  can  devote  their 
attention  to  more  important  things. 
Like  you. 


Here's  how  Number  One  Club  works. 
Just  show  your  license  and  charge  card. 


Heit 


Number  One  Club 

It  could  make  any  other  way 
of  renting  cars  obsolete. 


Sign  your  name. 
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The  500  Biggest  Corporations 


As  they  did  right  through  the  late  recession,  companies 
/cept  on  expanding  in  1971  for  brighter  days  to  come. 

When  it  comes  to  assets,  the  truism 
holds:  The  big  get  bigger.  Four  years 
ago  Forbes'  Directory  Issue  listed  only 
eight  American  companies  with  assets 
of  more  than  $10  billion.  In  this  year's 
list  there  are  17.  Such  growth  is  wide- 
spread. If  all  500  companies  Hsted  on 
the  following  pages  were  lumped  into 
a  gargantuan  multicompany,  its  as- 
sets would  total  $1,149  billion.  The 
500  listed  in  1968  were  worth  $851 
billion.  That  amounts  to  a  35%  increase 
in  three  years. 

It  takes  a  huge  company  to  make 
today's  list.  In  any  other  country,  com- 
panies such  as  Texas  Instruments, 
Lone  Star  Gas  or  Kinney  would  rank 
as  leviathans.  Each  of  these  raised  its 
assets  in  1971,  but  all  of  them  fell  oft 
the  list.  To  get  on  the  list,  companies 
like  Polaroid,  AMF  and  Clark  Equip- 
ment had  to  raise  their  assets  by  bet- 
ter than  16%. 

Among  the  biggest  gainers  in  1971 
were  the  banks.  Western  Bancoipora- 
tion  increased  its  assets  16.4%,  Securi- 
ty Pacific  21.5%,  Wells  Fargo  25.4% 
and  Unionamerica  30%.  That's  partly 
due  to  easier  money  conditions,  partly 
to  acquisitions  made  by  bank  holding 
companies  and  partly  to  the  unusually 
large  increase  in  savings  accounts. 

Inflation  accounts  for  a  sizable  part 
of  the  higher  value  of  today's  assets. 
With  construction  costs  mushrooming 
in  recent  years,  the  price  tag  for  even 
the  simplest  plant  has  soared.  So,  too, 
for  technology. 

Mainly,  though,  the  asset  gains 
come  from  continued  expansion  and 
modernization  of  American  business. 
Clearly,  companies  were  not  overawed 
by  the  1970  recession.  Even  as  profits 
dipped,  they  were  preparing  for  an 
economic  upturn.   ■ 


%  Change 

Rank 

Assets 

Over 

1971 

1970 

Company        ($000,000) 

1970 

1 

1 

American  Tel  &  Tel 

54,548 

9.9 

2 

2 

BankAmerica  Corp 

33,986 

14.3 

3 

3 

First  Natl  City  Corp  29,302 

13.4 

4 

4 

Chase  Manhattan 

24,509 

—0.1 

5 

5 

Standard  Oil  (NJ) 

20,315 

5.6 

6 

6 

Fed  Nat  Mtge 

18,591 

16.4 

7 

7 

General  Motors 

18,137 

29.0 

8 

8 

Mf  rs  Hanover  Corp 

14,277 

12.7 

9 

9 

J  P  Morgan  &  Co 

13,616 

12.4 

10 

10 

Western  Bancorp 

13,281 

16.4 

11 

11 

Chemical  New  York 

12,625 

15.0 

12 

14 

Texaco 

10,933 

10.2 

13 

12 

Aetna  Life  &  Cas 

10,865 

9.2 

14 

13 

Bankers  Trust  NY 

10,829 

9.0 

15 

15 

Ford  Motor 

10,510 

6.7 

16 

16 

Int  Tel  &  Tel 

10,332 

14.8 

17 

17 

Continental  Illinois 

10,081 

13.7 

18 

20 

Sec  Pac  Nat  Bank  Cal  9,766 

21.5 

19 

19 

Int  Business  Mach 

9,576 

12.1 

20 

18 

Gulf  Oil 

9,466 

9.1 

21 

21 

First  Chicago  Corp 

9,197 

14.6 

22 

24 

Marine  Midland 

9,190 

20.3 

23 

23 

General  Tel  &  Elec 

8,620 

11.4 

24 

22 

Mobil  Oil 

8,552 

8.0 

25 

25 

Sears,  Roebuck 

8,312 

9.0 

26 

26 

Travelers 

7,829 

11.0 

27 

30 

Wells  Fargo 

7,805 

25.4 

28 

27 

Standard  Oil  (Calif) 

7,513 

13.9 

29 

31 

General  Electric 

6,888 

11. 1 

30 

32 

Crocker  Natl  Corp 

6,496 

7.7 

31 

33 

Connecticut  Genera 

6,452 

12.2 

32 

34 

Mellon  Natl  Bank 

6,433 

13.5 

142 
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%  Change 

%  Change 

%  Change  1 

Rank 

Assets 

Over 

Rank 

Assets 

Over 

Rank 

Assets 

Over 

971 

1970        Company        ($000,000) 

1970 

1971 

197C 

Company        ($000,000) 

1970 

1971  1970 

Company        ($000,000) 

1970 

33 

28     United  States  Steel 

6,409 

1.5 

85 

74 

Norfolk  &  Western      2,790 

0.2 

137     148 

Middle  South  Utils      2,007 

16.0 

34 

29    Charter  NY 

6,071 

—3.8 

86 

75 

Union  Pacific  Corp      2,765 

—0.6 

138     125 

Litton  Industries        1,976 

2.2 

35 

37     Nat  Bank  of  Detroit 

5,666 

9.5 

87 

89 

Beneficial  Corp          2,762 

7.4 

139     127 

El  Paso  Natural  Gas    1,976 

3.4 

36 

36     Standard  Oil  (Ind) 

5,651 

4.7 

88 
89 

85 

Household  Finance     2,712 

3.1 

140     128 

R  J  Reynolds  Inds       1,973 

6.2 

37 

35    CITRnancial 

5,597 

-0.7 

83 

Cleveland  Trust         2,679 

1.4 

141     139 

NLTCorp                  1,964 

9.8 

38 

40    American  Express 

5,203 

11.8 

90 

86 

Alcoa                        2,665 

1.4 

142      88 

LTV  Corp                    1,961 

—24.0 

39 

39     First  Natl  Boston 

5,100 

7.8 

91 

79 

C&O/B&ORRs        2,614 

—3.8 

143     120 

American  Brands        1,929 

—2.8 

40 

44     Rrst  Bank  System 

5,073 

15.1 

92 

110 

First  Nat  Bnk  Dallas  2,612 

26.1 

144     132 

Reynolds  Metals        1,928 

4.8 

41 

47     Northwest  Bancorp 

5,056 

16.5 

93 

100 

Fir  Wise  Bankshares  2,593 

16.8 

145     161 

J  C  Penney                 1,924 

18.2 

42 

38     Chrysler 

5,000 

3.8 

94 

90 

Occidental  Petroleum  2,580 

0.7 

146     163 

Fidelity  Corp  (Penn)   1,921 

18.2 

43 

43     Consolidated  Edison 

4,888 

99 

95 

96 

Wachovia                   2,574 

11.9 

147     154 

Texas  Utilities            1,884 

11.4 

44 

45    Atlantic  Richfield 

4,704 

7.1 

96 

94 

Union  Oil  California    2,565 

2.0 

148    209 

First  City  Bancrp  Tex  1,883 

43.2 

Ls 

41    Shell  Oil 

4,646 

0.8 

97 

115 

Harris  Trust              2,556 

26.0 

149     144 

Texas  Eastern  Trans    1,882 

7.2 

46 

48     Pacific  Gas  &  Elec 

4,634 

7.3 

98 

87 

Boeing                      2,464 

—6.0 

150     155 

Shawmut  Association  1,881 

11.8 

47 
U 

42    Penn  Central 

4,618 

• 

99 

131 

Valley  Natl  Bnk  Ariz    2,452 

32.4 

151     153 

Georgia-Pacific          1,873 

9.8 

46    Tenneco 

4,565 

5.1 

100 

99 

Detroit  Bank  &  Trust  2,440 

7.9 

152      ■ 

Marine  Bancorp         1,871 

16.0 

*9 

49     Control  Data 

4,482 

4.8 

101 

109 

Phila  Electric             2,402 

14.8 

153     169 

National  Steel            1,843 

17.6 

50 

60     First  Penna  Corp 

4,095 

24.6 

102 

107 

General  Public  Utils    2,396 

12.3 

154     147 

Kennecott  Copper      1,842 

6.1 

51 

53     E  1  du  Pont 

3,984 

12.2 

103 

121 

Detroit  Edison            2,394 

20.7 

155     133 

Pan  Am  Airways          1,829 

—0.5 

|52 

51     Continental  Corp 

3,936 

9.9 

104 

105 

Mfrs  Nat  Bnk  Detroit  2,382 

10.8 

156     146 

Standard  Oil  (Ohio)     1,815 

3.9 

^3 

50    Transamerica 

3,935 

5.7 

105 

113 

Nortrust  Corp            2,371 

15.7 

157     137 

Caterpillar  Tractor      1,811 

—0.2 

64 

56    Commonwealth  Ed 

3,916 

16.0 

106 

95 

Marcor                      2,371 

—3.6 

158     152 

Investors  Div  Serv      1,789 

4.4 

56 

54    6r  Western  Financial  3,815 

10.3 

107 

108 

Firestone  Tire             2,344 

11.8 

159     157 

American  Nat'ral  Gas  1,785 

7.2 

61    Amer  Elec  Power 

3,809 

17.5 

108 

102 

Cities  Service            2,325 

6.0 

160     159 

Niagara  Mohawk  Pow  1,774 

7.9 

^7 

59    CNA  Financial 

3,769 

14.2 

109 

111 

Columbia  Gas  System  2,3 14 

11.9 

161     183 

Florida  Power  &  Lt      1,761 

20.8 

E 

64     Southern  Company 

3,709 

19.7 

110 

126 

Bank  of  Calif  N  A        2,282 

19.1 

162     134 

Republic  Steel            1,755 

—4.3 

52     Union  Carbide 

3,555 

-0.3 

111 

97 

Santa  Fe  Industries    2,282 

0.5 

163     178 

Minn  Mining  &  Man    1,745 

16.3 

so 

57     Westinghouse  Elec 

3,538 

5.4 

112 

101 

int  Harvester            2,275 

2.6 

164     179 

Imperial  Corp  of  Am   1,735 

15.7 

>1 

55     Franklin  NY  Corp 

3,515 

1.8 

113 

103 

UAL  Inc                     2,233 

2.4 

165     165 

Nat  City  Bnk  Cleve     1,719 

7.9 

i2 

62    Southern  Cal  Edison 

3,499 

8.4 

114 

123 

Lincoln  First  Banks     2,217 

12.1 

166     174 

Northeast  Utilities      1,719 

12.9 

a 

81     Unionamerica 

3,482 

30.0 

115 

117 

Consumers  Power      2,216 

10.6 

167     158 

Nat  Cash  Register      1,689 

2.7 

A 

58    Bethlehem  Steel 

3,452 

3.6 

116 

206 

Seaboard  Coast  Line  2,196 

» 

168     162 

Kaiser  Alum  &  Chem  1,670 

2.7 

s 

65    Lincoln  Natl  Corp 

3,322 

8.0 

117 

98 

Boise  Cascade           2,194 

-3.2 

169     160 

Singer                      1,670 

2.1 

i6 

63     Bank  of  New  York 

3,305 

4.9 

118 

116 

Honeywell                 2,183 

8.2 

170     173 

American  Airlines       1,663 

9.0 

i7 

73     First  Charter  Fin 

3,303 

15.0 

119 

112 

American  General       2,178 

5.5 

171     164 

Celanese                   1,660 

3.1 

a 

68    Eastman  Kodak 

3,289 

8.4 

120 

129 

Xerox                       2,156 

16.1 

172     167 

WR  Grace                 1,648 

4.6 

a 

70    Goodyear  Tire  4  Rub  3,184 

7.7 

121 

118 

First  Nat  Bnk  Oregon  2,154 

8.2 

173     168 

Southern  Railway       1,643 

4.4 

'0 

66    Southern  Pacific 

3,176 

3.6 

122 

106 

Monsanto                 2,154 

0.4 

174     166 

Allied  Chemical          1,637 

3.5 

'1 

•  67     Phillips  Petroleum 

3,167 

3.6 

123 

136 

Va  Electric  &  Power    2,138 

16.8 

175     187 

Mercantile  Bancorp    1,594 

12.3 

1 

76    Dow  Chemical 

3,079 

10.8 

124 

119 

Pittsburgh  National    2,135 

7.4 

176     185 

FWWoolworth           1,580 

10.0 

'3 

69    Continental  Oil 

3,049 

0.8 

125 

142 

McDonnell  Douglas    2,120 

19.8 

177    204 

Centran  Bancshares   1,577 

18.8 

'4 

71     RCA  Corp 

3,016 

3.0 

126 

156 

NCNB                       2,114 

26.0 

178     170 

Financial  General       1,572 

0.6 

'5 

84    Pub  Serv  Elec  &  Gas 

3,014 

14.2 

127 

141 

Duke  Power               2,102 

18.2 

179     149 

Rapid-American         1,572 

—9.2 

'6 

82     INA 

2,998 

12.5 

128 

145 

BancOhio                 2,098 

19.6 

180     172 

Continental  Can         1,571 

2.4 

7 

72    Burlington  Northern 

2,925 

0.0 

129 

104 

Gulf  &  Western  Inds  2,079 

—3.5 

181     194 

United  Utilities          1,566 

11.9 

t 

91     PNB  Corp  Phila 

2,924 

14.5 

130 

138 

Weyerhaeuser           2,078 

15.9 

182    201 

Indiana  National        1,562 

16.6 

-9 

80    Avco 

2,918 

8.6 

131 

135 

Citizens  &  Southern    2,056 

12.3 

183     151 

Pennzoil  United          1,545 

-10.0 

n 

78    Rep  Nat  Bank  Dallas  2,894 

6.3 

132 

143 

U  S  Bancorp              2,048 

16.4 

184    213 

United  Va  Bankshare  1,543 

18.7 

il 

■     Merrill  Lynch 

2,868 

16.3 

133 

122 

Armco  Steel              2,044 

3.3 

185    252 

Equimark                  1,537 

36.7 

2 

92    Seattle-First  Nat  Bk 

2,818 

10.6 

134. 

114 

International  Paper    2,038 

—0.4 

186     150 

GACCorp                   1,534 

-11.0 

!3 

77    Sun  Oil 

2,813 

1.7 

135 

124 

Getty  Oil                   2,015 

3.5 

187     186 

Amer  Fletcher           1,518 

6.0 

4 

93    Girard 

2,803 

11.1 

136 

130 

Procter  &  Gamble      2,013 

8.5 

188     190 

Texas  Commerce  Ban  1,517 

7.9 

Not 

on  500  list  in  1970.     *  Not  Comparable. 
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Telecommunications  Systems  by  GTE  Lenl<urt,  1 105  County  Rd.,  Son  Carlos,  Califc  '^ 


730  Third  Ave.,  N.Y.,  N.Y.  10017 


If  you're  scattered  all  over  the  map, 
well  help  you  pull  yourself  t(^thei: 


Mountains,  rivers  and  deserts  don't  mean  a  thing 
:o  us.  Our  GTE  Lenkurt  subsidiary  hops  across 
:hem  in  microseconds  with  microwaves. 

Which  means  we  can  help  you  make  a  business 
xit  of  a  lot  of  branch  operations.  Or  an  organiza- 
:ion  out  of  a  bunch  of  widely  scattered  outfits. 

For  instance,  we've  locked  together  the  four 
sower  companies  that  cover  Arkansas,  Mississippi 
md  Louisiana.  And  we've  linked  together  a  large 
aortion  of  the  huge  power  system  in  the  Pacific 
SJorthwest,  including  all  the  dams  on  the  Colum- 
jia  River. 

We've  tied  together  4000  miles  of  track  for  one 
)f  the  nation's  major  railroads— the  longest  pri- 
vate microwave  system  in  the  world. 

Our  telecommunication  systems  are  at  the  heart 
)f  many  closed-circuit  networks.  We're  helping  to 
jring  a  wide  choice  of  television  programs  to 
Maces  like  Cactus,  Arizona  and  Walla  Walla, 
Washington. 

We've  even  helped  turn  a  nationwide  brokerage 
fiouse  into  a  home.  Our  equipment  sluices  enor- 
nous  amounts  of  financial  data  back  and  forth 
oetween  Wall  St.,  Sunset  Blvd.  and  50'odd  points 
n  between. 

Often  we  just  bring  two  places  together. 

Out  in  Kansas,  we  set  up  a  microwave  system 


between  a  medical  school  and  its  associated  hos- 
pital. Now  that  we've  cut  out  the  37  miles  between 
them,  students  can  watch  tonsils  being  cut  out 
without  leaving  their  classrooms. 

And  in  California,  where  there's  a  two-reser- 
voir system  that  supplies  water  and  power  to  the 
Oakland  area,  we've  put  in  a  telemetering  system 
that  allows  one  dam  to  be  controlled  from  another 
10  miles  away. 

Our  GTE  Lenkurt  subsidiary  makes  some  pretty 
sophisticated  equipment  to  do  all  these  things, 
equipment  that  can  handle  large  volumes  of  voice 
communications  and  data  simultaneously.  We  can 
stuff  dozens  of  conversations  into  a  single  phone 
or  microwave  link,  feeding  them  in  like  bundles  of 
spaghetti  and  unravelling  them  at  the  other  end. 

In  fact,  for  25  years  we've  been  one  of  the  larg- 
est suppliers  of  equipment  to  the  telephone  indus- 
try. And  we've  installed  telecommunication  sys- 
tems all  over  the  world. 

If  you're  in  power,  oil,  pipelines,  broadcasting, 
railroads  or  any  other  business  that's  spread  all 
over  the  map,  we'll  help  you  get  it  all  together. 

The  first  thing  to  do  is  get  together  with  us. 
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The  500  Biggest  Corporations  By  AssetS 


%  Change 

R 

3nk 

Assets 

Over 

1971 

1970 

Company        ($000,000) 

1970 

189 

189 

Jefferson  Pilot 

1,506 

6.8 

190 

195 

Union  Electric 

1,505 

7.6 

191 

203 

Baystate 

1,501 

12.3 

192 

200 

Northern  Natural  Gas  1,493 

10.2 

193 

181 

American  Can 

1,491 

1.2 

194 

184 

Burroughs 

1,488 

2.7 

195 

192 

American  Nat  Ins 

1,487 

6.0 

196 
197 

188 

Sperry  Rand 

1,482 

4.8 

233 

First  Union  Natl  NC 

1,480 

23.3 

198 

■ 

Lockheed  Aircraft 

1,471 

11.2 

199 

199 

General  Foods 

1,465 

7.7 

200 

244 

Southeast  Bank  Corp  1,462 

26.3 

201 

177 

Deere 

1,459 

—3.4 

202 

246 

Baltimore  Gas  &  Elec  1,458 

26.9 

203 

140 

Anaconda 

1,454 

—18.5 

204 

176 

Lykes-Youngstown 

1,439 

—4.8 

205 

218 

North  States  Power 

1,434 

13.6 

206 

182 

First  Boston  Corp 

1,419 

—36 

207 

196 

Missouri  Pacific  RR 

1,418 

1.4 

208 

242 

Sec  Natl  Bnk  LI  NY 

1,415 

21.9 

209 

191 

Trans  World  Airlines 

1,413 

0.5 

210 

208 

Peoples  Gas 

1,408 

7.0 

211 

227 

ContI  Telephone 

1,407 

14.5 

212 

219 

IntI  Utilities 

1,407 

12.8 

213 

237 

Champion  IntI 

1,398 

17.3 

214 

171 

United  Aircraft 

1,397 

—96 

215 

230 

First  Union  St  Louis 

1,394 

15.6 

216 

222 

Philip  Morris 

1,392 

12.3 

217 

202 

Marathon  Oil 

1,391 

3.9 

218 

193 

Burlington  Inds 

1,390 

—0.8 

219 

207 

Owens-Illinois 

1,388 

5.3 

220 
221 

175 

North  Am  Rockwell 

1,381 

—8.9 

198 

Inland  Steel 

1,377 

1.0 

222 

240 

St  Paul  Companies 

1,375 

17.6 

223 

234 

Allegheny  Power 

1,366 

13.9 

224 
225 

210 

Uniroyal 

1,365 

4.4 

214 

Transcont  Gas  Pipe 

1,363 

5.8 

226 

228 

Prov  Nat  Corp  (Phil) 

1,347 

10.2 

227 

211 

B  F  Goodrich 

1,342 

2.9 

228 

224 

Maryland  Natl 

1.342 

8.8 

1229 

212 

Consoi  Natural  Gas 

1,337 

2.8 

;230 

238 

First  Natl  State  NJ 

1,335 

12.5 

231 

253 

Amerada  Hess 

1,328 

19.0 

!232 

235 

Society  Corp 

1,324 

10.9 

233 

216 

PPG  Industries 

1,321 

4.0 

234 

226 

Franklin  Life  Ins 

1.311 

6.7 

235 

1 236 

\      - 
237 
238 
239 
240 


324     United  Bank  Corp  NY  1,306         54.8 
223     Hartford  Natl  1,304  5.6 


221  Mich  Nat  Bnk  Lans     1,304  4  8 

239  Central  &  South  We-.t  1 ,292  8  9 

215  State  Street  Boston     1,289  0.1 

247  Penn  Power  &  Light    1,283  12.5 


%  Change 

Rank 

Assets 

Over 

1971 

1970 

Company        ($000,000) 

1970 

241 

264 

American  Cyanamid 

1,281 

20.2 

242 

241 

Federated  Dpt  Stores  1,280 

9.8 

243 

243 

Pacific  Lighting 

1,279 

10.4 

244 

205 

Signal  Companies 

1,273 

—3.7 

245 

245 

City  Investing 

1,272 

10.3 

246 

250 

First  Sec  Salt  Lake 

1,267 

12.1 

247 

236 

Borden 

1,258 

5.6 

248 

180 

Bank  of  Comwealth 

1,257 

—15.7 

249 

263 

Am  Metal  Climax 

1,253 

17.5 

250 

217 

Illinois  Central  Inds 

1,253 

—1.2 

251 

225 

CBT  Corp  (Hartford) 

1,252 

1.7 

252 

330 

First  Commercial  Bnk  1,242 

6.3 

253 

255 

Va  Natl  Bnk  Norfolk 

1,237 

12.7 

254 

267 

Trust  Co  Georgia 

1,222 

14.8 

255 

312 

United  Jersey  Banks 

1,214 

38.1 

256 

257 

New  England  Electric  1,210 

10.9 

257 

229 

First  Emprire  State 

1,204 

—1.2 

258 

231 

Leasco  Corp 

1,201 

—0.1 

259 

277 

Crum  &  Forster 

1,200 

17.7 

260 

271 

Bendix 

1,199 

15.6 

261 

303 

First  Tennessee  Nat 

1,196 

31.3 

262 

254 

Olin  Corp 

1,191 

6.8 

263 

249 

Financial  Federation 

1,186 

4.7 

264 

220 

American  Standard 

1,183 

—5.1 

265 

285 

Industrial  Bancorp 

1,181 

19.8 

266 

262 

Fir  Nat  Hold  (Allan) 

1,178 

10.4 

267 

269 

New  Eng  Mer  Nat  Bk  1,178 

12.2 

268 

256 

General  Dynamics 

1,171 

6.8 

269 

■ 

Florida  Nat  Banks 

1,165 

2.9 

270 

273 

Kraftco 

1,164 

12.8 

271 

259 

Southwestern  Life 

1,162 

7.6 

272 

270 

Long  Island  Lighting 

1,159 

11.4 

273 

266 

Loews 

1,154 

8.4 

274 

276 

Ohio  Edison 

1,147 

12.0 

275 

232 

Greyhound 

1,143 

—4.9 

276 

316 

Western  Union 

1,140 

31.3 

277 

278 

Com  Bancshares  Mo 

1,139 

11.9 

278 

386 

USLIFE  Corp 

1,129 

62.1 

279 

309 

Chubb 

1,127 

26.6 

280 

268 

American  National 

1,124 

5.7 

281 

260 

Panhandle  East  Pipe 

1,116 

3.4 

282 

261 

TRW 

1,116 

3,9 

283 

311 

Carolina  Power  &  Lt 

1.114 

25.9 

284 

265 

Potomac  Elec  Power 

1,113 

4.5 

285 

293 

First  &  Merchants 

1,110 

18.1 

286 

281 

Coca-Cola 

1,108 

10.2 

287 

275 

Riggs  Natl  Bnk  Wash  1.104 

7.3 

288 

296 

S  S  Kresge 

1,096 

18.3 

289 

272 

FMC 

1,095 

6.2 

290 

280 

Warner-Lambert 

1,086 

7.8 

291 

289 

Houston  Lt  &  Power 

1,085 

12.6 

292 

288 

Teledyne 

1,076 

10.8 

%  Change 

Rank 

Assets 

Over 

1971 

1970 

Company        ($000,000) 

1970 

293 

251 

Eastern  Air  Lines 

1,073 

—5.0 

294 

258 

United  Brands 

1,069 

—1.9 

295 

308 

Huntington  Bancshrs  1,068 

19.7 

296 

314 

Union  Com  Corp 

1,058 

20.6 

297 

279 

Wisconsin  Elec  Power  1,056 

4.8 

298 

346 

Barnett  Banks  Fta 

1,051 

34.9 

299 

313 

Un  Planters  Nat  Bnk 

1.049 

19.5 

300 

286 

CPC  International 

1,041 

5.8 

301 

304 

Pfizer 

1.037 

14.6 

302 

298 

Pacific  Power  &  Lt 

1,035 

11.9 

303 

274 

Crown  Zellerbach 

1,031 

0.0 

304 

283 

Ashland  Oil 

1.030 

3.0 

305 

294 

Martin  Marietta 

1,030 

9.9 

306 

282 

National  General 

1,022 

2.0 

307 

325 

Southwest  Bancshrs 

1,017 

21.5 

308 

306 

Phelps  Dodge 

989 

10.0 

309 

329 

Gibraltar  Financial 

989 

19.8 

310 

335 

Va  Comnwith  Bnk  Sh 

r    981 

22.0 

311 

284 

Walter  E  Heller 

979 

—1.1 

312 

302 

Gulf  States  Utils 

979 

6.7 

313 

290 

Great  Atl  &  Pac  Tea 

979 

2.3 

314 

287 

Textron 

973 

—0.3 

315 

315 

Safeway  Stores 

964 

10.1 

316 

292 

Borg-Warner 

963 

1.1 

317 

321 

Midlantic  Banks 

959 

12.1 

318 

295 

St  Regis  Paper 

957 

2.2 

319 

299 

Fidelity  Union  Banc 

954 

3.3 

320 

297 

May  Dept  Stores 

952 

2.9 

321 

301 

Allied  Stores 

952 

3.3 

322 

300 

Northwest  Airiines 

944 

2.3 

323 

333 

W  T  Grant 

942 

16.7 

324 

291 

Kimberly-Clark 

938 

—1.9 

325 

382 

American  Financial 

936 

32.1 

326 

322 

U  S  Industries 

934 

10.0 

327 

310 

Nat  Dist  &  Chem 

932 

4.8 

328 

342 

American  IntI  Group 

930 

17.7 

329 

338 

Am  Home  Products 

925 

15.4 

330 

348 

Capital  Holding 

919 

17.9 

331 

336 

Duquesne  Light 

914 

13.7 

332 

305 

First  Nat  Bank  Cinn 

914 

1.6 

333 

323 

Gen  Tire  &  Rubber 

914 

8.1 

334 

387 

Banco  Popular  PR 

910 

30.8 

335 

319 

Amer  Smelting  &  Ref 

906 

5.1 

336 

349 

Ralston  Purina 

898 

15.8 

337 

331 

Cleveland  Elec  Ilium 

896 

9.8 

338 

332 

Amer  Secur  &  Trust 

895 

10.3 

339 

307 

Richmond  Corp 

895 

—0.3 

340 

334 

Illinois  Power 

890 

10.5 

341 

358 

Safeco 

888 

16.7 

342 

344 

Boston  Edison 

882 

11.8 

343 

389 

First  Banc  Group  (Oh; 

879 

26.7 

344 

359 

Cincinnati  Gas  &  Elec 

878 

15.6 

j  ■  Not  on  500  list  in  1970. 
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FHE  VICTOR  DIFFERENCE 


One  of  your 

pest  systems  experts 

s  on  our  payroll. 


'our  Victor  calculator  representative. 

He's  an  expert  in  analyzing  figurework  systems 
vnd  he  can  tip  you  off  to  some  astute  ways  to  get 
.  faster  return  on  your  calculator  investment. 

Before  he  sells  a  calculator,  he  analyzes 
/ork  stations  and  evaluates  calculator  workload 
nd  operator  productivity.  And  presents  his  find- 
igs  and  recommendations  to  your  management. 

Perhaps  he  can  recommend  improvements 
3  your  machine  allocation.  Or  show  you  why  a 
rinting  calculator  matches  your  needs  better 
lan  a  display  model.  Or  vice  versa.  Or  which 
5  your  economic  best  choice  — a  Simplex 
alculator,  or  one  with  a  single  or  dual 
fiemory  register,  or  even  with  square  root. 

If  you'd  like,  he  can  also  help  you  train 
our  operators,  set  standards  for  their  perform- 
nce,  and  conduct  performance  testing. 

Your  Victor  systems  expert  is  listed 
lyour  local  Yellow  Pages  under  "Adding  & 
iaiculating  Machines."  No  matter  what 
ounty  of  the  U.S.A.  you  work  in.  He  can 
ive  you  the  exact  electronic  calculator  you 
eed  from  Victor's  line  of  5  American-made 
rinters  and  5  display  models.  And  he'll 
ring  you  fast,  factory-trained,  local  service, 
nould  you  ever  need  it. 

So  give  him  a  call,  even  if  you're 
ot  yet  ready  to  buy  a  calculator. 
sk  him  for  a  work  station  efficiency 
nalysis  of  your  office.  There's  no  cost 
robligation. 

^VICTOR 

ELECTROIMIC 
CALCULATORS 


ictor  Comptometer  Corporation,  3900  N.  Rockwell  St.,  Chicago,  III   60618/ALSO-  Gait,  Ontario,  Canada,  and  Zurich,  Switzerland. 


The  500  Biggest  Corporations  By  AssetS 


%  Change 

%  Change 

%  Change  1 

, 

Rank 

Assets 

Over 

Rank 

Assets 

Over 

Rank 

Assets 

Over 

i 

1971 

1970 

Company        ($000,000) 

1970 

1971 

1970 

Company        ($000,000) 

1970 

1971 

.1970 

Company        ($000,000) 

1970 

345 

345 

Public  Service  Colo 

874 

10.8 

397 

379 

Continental  Bank  (Pa) 

757 

6.4 

449 

497 

Johns-Manville 

654 

23.7 

346 

328 

Swift 

869 

5.3 

398 

355 

Kroger 

756 

—1.5 

-450 

445 

Colgate-Palmolive 

653 

10.3 

347 

318 

Mead 

869 

0.7 

399 

430 

City  Natl  Bank  Det 

755 

21.5 

451 

■ 

First  Commerce  Corp 

651 

24.9 

348 

339 

So  New  England  Tel 

865 

8.3 

400 

401 

H  J  Heinz 

754 

12.6 

452 

470 

First  Natl  Ft  Worth 

650 

17.4 

349 

340 

Liberty  Nat  Life  Ins 

865 

8.4 

401 

395 

Discount  Corp  NY 

752 

9.6 

453 

495 

Merch  Nat  Bank  Ind 

649 

22.8 

350 

327 

Union  Nat  Bank  Pitt 

863 

4.5 

402 

403 

General  Mills 

750 

12.7 

454 

458 

Motorola 

647 

13.6 

351 

356 

Schlumberger 

861 

12.7 

403 

419 

Beatrice  Foods 

748 

18.4 

455 

498 

Indust  Valley  Bank 

646 

22.6 

352 

341 

Marshall  &  llsley 

860 

8.0 

404 

391 

Dayton-Hudson 

748 

8.2 

456 

■ 

Banco  Credito 

643 

18.0 

353 

347 

No  Ind  Public  Serv 

859 

10.2 

405 

■ 

Weeden 

747 

171.7 

457 

472 

Central  Natl  Chicago 

642 

16.1 

354 

317 

Scott  Paper 

859 

—1.0 

406 

408 

So  Carolina  Nat  Bank 

747 

15.1 

458 

431 

Ethyl 

640 

3.0 

355 

362 

Bank  of  Hawaii 

858 

13.6 

407 

437 

Newmont  Mining 

745 

21.5 

459 

485 

First  Virginia  Bank 

639 

18.4 

356 

357 

United  Banks  of  Colo 

854 

12.1 

408 

390 

Delta  Air  Lines 

744 

7.6 

460 

466 

So  Carolina  El  &  Gas 

636 

14.2 

357 

343 

Gen  American  Trans 

848 

7.4 

409 

413 

Central  Tel  &  Utils 

744 

15.4 

461 

■ 

Heritage  Bancorp 

635 

10.6 

358 

350 

First-Citizens  (NC) 

845 

9.4 

410 

397 

US  Natl  Bank  Calif 

738 

8.8 

462 

■ 

Rohm  &  Haas 

634 

22.5 

359 

381 

So  Calif  First  Natl 

843 

18.9 

411 

371 

Kaiser  Steel 

727 

—0.9 

463 

■ 

Nabisco 

633 

25.7 

360 

337 

Eaton 

837 

4.3 

412 

448 

Fort  Worth  Natl  Corp 

723 

23.7 

464 

■ 

Bache  &  Co 

633 

22.3 

361 

367 

Dart  Industries 

834 

12.8 

413 

■ 

Williams  Companies 

722 

48.7 

465 

456 

Idaho  First  Natl  Bank 

632 

10.8 

362 

320 

CBS 

830 

—3.2 

414 

420 

Combustion  Engineer 

722 

14.5 

466 

■ 

United  Missouri  Banc 

630 

27.8 

363 

384 

Johnson  &  Johnson 

830 

17.5 

415 

417 

Provident  Life  &  Ace 

718 

13.5 

467 

421 

Fifth  Third  Bank 

627 

—0.5 

364 

352 

Fir  Nat  Bnk  Maryland 

830 

7.7 

416 

429 

Amer  Bank  &  Irst(Pa) 

718 

15.4 

468 

473 

Whirlpool 

624 

13.5 

365 

360 

PepsiCo 

828 

92 

417 

406 

Old  Kent  Bank 

717 

9.2 

469 

482 

Arizona  Public  Serv 

623 

14.6 

366 

372 

Atlantic  Bancorp 

819 

11.7 

418 

414 

Southern  Natural  Gas 

716 

12.1 

470 

488 

Hamilton  Nat  Bank 

622 

16.0 

357 

385 

Alabama  Bancorp 

818 

16.2 

419 

402 

Texas  Gas  Trans 

716 

7.3 

471 

423 

J  P  Stevens 

618 

—1.5 

368 
369 

394 

Northwest  Industries 

817 

19.0 

420 

380 

Dresser  Industries 

710 

0.0 

472 

■ 

Polaroid 

617 

18.3 

399 

Florida  Power 

817 

20.8 

421 

416 

Merck 

709 

11.8 

473 

446 

Genesco 

616 

4.9 

370 

361 

United  Merch  &  Mfrs 

815 

7.9 

422 

449 

General  Reinsurance 

706 

21.9 

474 

450 

R  H  Macy 

616 

6.3 

371 

378 

First  Natl  Bancorp 

813 

14.2 

423 

486 

First  Natl  Charter 

705 

31.1 

475 

468 

Washingt'n  Natl  Corp 

614 

10.6 

372 

354 

Jim  Walter 

809 

5.3 

424 

410 

Central  Bancorp 

705 

9.1 

476 

465 

Dayton  Power  &  Light 

613 

9.6 

373 

447 

First  At  Orlando 

801 

36.7 

425 

405 

Diamond  Shamrock 

703 

6.1 

477 

453 

Raytheon 

613 

6.1 

374 

376 

Bristol-Myers 

796 

10.1 

426 

438 

Standard  Brands 

697 

13.9 

478 

432 

Wheeling  Pitts  Steel 

611 

—1.5 

375 

396 

Equitable  Trust  Bait 

795 

16.2 

427 

425 

Englhrd  Min  &  Chem 

696 

11.5 

479 

469 

CP  Financial  Corp 

611 

10.2 

376 

366 

Marine  Corp 

792 

7.0 

428 

455 

Trans  Union  Corp 

695 

21.4 

480 

461 

Union  Trst  New  Haven 

604 

7.4 

377 

364 

Norton  Simon 

791 

5.9 

429 

■ 

D  H  Baldwin 

693 

12.4 

481 

467 

First  Natl  Bnk  Akron 

602 

8.5 

378 

393 

Dominion  Bancshares 

791 

15.1 

430 

426 

Fir  Nat  Bnk  Trustees 

692 

10.9 

482 

■ 

Arizona  Bank  (Phoe) 

601 

26.4 

379 

400 

Eli  Lilly 

787 

16.5 

431 

424 

First  Hawaiian  Bank 

690 

10.4 

483 

454 

Corning  Glass  Works 

599 

4.6 

380 
381 

363 

NL  Industries 

782 

4.0 

432 

442 

Gulf  Ufe  Holding 

690 

14.1 

484 

474 

Liggett  &  Myers 

598 

8.9 

374 

Consolidated  Foods 

782 

7.7 

433 

433 

Suburban  Trust  (Md) 

689 

11.2 

485 

481 

Fulton  National 

598 

9.7 

382 

353 

Allis-Chalmers 

782 

1.7 

434 

428 

Halliburton 

685 

10.0 

486 

478 

Union  Trust  Maryland 

598 

9.4 

383 

326 

Hercules 

782 

—5.8 

435 

440 

Campbell  Soup 

677 

11.9 

487 

■ 

San  Diego  Gas  &  Elec 

597 

18.5 

384 
385 

418 

Squibb  Corp 

781 

23.5 

436 

392 

Chi  Mil  St  P  &  Pac 

675 

—2.2 

488 

489 

Carnation 

595 

10.9 

375 

Whitney  Holding 

776 

7.2 

437 

407 

Studebaker-Worthingt 

674 

3.9 

489 

436 

American  Investment 

594 

—3.1 

386 

373 

Merc  Nat  Bank  Dallas 

773 

6.0 

438 

409 

Texas  Gulf  Sulphur 

670 

3.6 

490 

■ 

First  Financial 

593 

23.1 

387 

388 

First  Amer  Natl  Bank 

767 

10.2 

439 

435 

RIHT 

664 

7.7 

491 

■ 

AMF 

590 

16.3 

388 

398 

Holiday  Inns 

764 

12.8 

440 

463 

Coastal  States  Gas 

662 

17.9 

492 

■ 

Sperry  &  Hutchinson 

589 

16.8 

389 

383 

Public  Service  Ind 

764 

7.9 

441 

457 

Kaiser  Industries 

661 

15.9 

493 

444 

Crane 

589 

—1.4 

390 

365 

Talcott  National 

763 

2.2 

442 

415 

Fir  Okia  Bncorp  Okia 

660 

3.7 

494 

462 

U  S  Gypsum 

589 

4.7 

391 

370 

Kerr-McGee 

763 

3.8 

443 

459 

New  Jersey  Nat  Corp 

660 

16.2 

495 

■ 

Southland  Financial 

588 

7.1 

392 
393 

369 
377 

Ingersoll-Rand 
Northern  Illinois  Gas 

762 
762 

3.6 
6.5 

444 

412 

Babcock  &  Wilcox 

659 

2.2 

496 

464 

GAF  Corp 

588 

5.0 

445 

■ 

Flying  Tiger 

658 

212.3 

497 

475 

Monumental  Corp 

586 

6.9 

394 

368 

N  Y  State  Elec  &  Gas 

760 

3.2 

446 

411 

Foremost-McKesson 

655 

1.5 

498 

■ 

Clark  Equipment 

586 

16.7 

395 

422 

Northwestern  Fin 

759 

20.9 

447 

451 

N  J  Bank  N  A 

655 

13.2 

499 

■ 

First  Tulsa  Bancorp 

584 

10.5 

396 

404 

Citizens  Fidelity  Bank 

759 

14.4 

448 

441 

Anheuser-Busch 

654 

8.0 

500 

460 

Airco 

583 

3.3 

■  Not  on  500  list  in  1970.                                                                                                                                                                                                                                                       | 

148 


FORBES,   MAY   15,    1972 


Wi«hou4  our  Vi  of  the  U.S., 
it  would  be  a  pretty  funny  looking  country* 


We're  all  over  the  12  states  of 
Mid-America.  They're  part  of  our  system. 
Peoples  Gas  Company.  One  of  the  largest 
totally  integrated  natural  gas  systems  in 
the  world. 

It  has  to  be.  Because  every  day  we 
supply  gas  to  49  utilities  serving  14  mil- 
lion people.  In  fact,  we  serve  one  of  the 
fastest  growing  markets  for  natural  gas 
in  the  U.S. 

To  do  it,  we  have  three  subsidiary 
companies.  The  Peoples  Gas  Light  and 
Coke  Company  is  one.  It  serves  Chicago. 


Supplying  gas  energy  for  that  dynan> 
ically  and  vertically  growing  city. 

Another  is  North  Shore  Gas  Com- 
pany. Serving  Northeastern  Illinois.  One 
of  the  fastest  growing  residential  and 
industrial  areas  in  the  country. 

Our  third  company  is  Natural  Gas 
Pipeline  Company  of  America.  One  of  the 
most  technically  advanced  pipeline 
systems  ever  built.  11,000  miles  of  it. 
Stretching  from  off  shore  rigs  in  the  Gulf 
of  Mexico  and  from  southern  New  Mexico 
all  the  way  to  Chicago  and  Wisconsin. 


And  Alaska  could  be  the  next  state 
in  our  system.  To  meet  the  growing 
demand  for  gas,  we're  exploring  the  pos- 
sibility of  another  pipeline.  From  the 
North  Slope  of  Alaska,  through  Canada 
to  our  states  in  Mid-America. 

When  you  serve  one  of  the  fastest 
growing  markets  for  gas,  you've  got  to 
keep  growing  yourself. 

Peoples  Gas  Company 

The  Peoples  Gas  Light  and  Coke  Company 

North  Shore  Gas  Company 
Natural  Gas  Pipeline  Company  of  America 


If  the  company 

that  built  Apollo 

ever  put  its  name  on  a  boat, 

you'd  expect  a  great  boat. 

It  is. 


The  new  Hatteras  58  Triple  Cabin. 
"  It  won't  get  you  to  the  moon,  but 
can  you  think  of  a  better  way  to  go  up 
the  St.  Lawrence?  Or  through  the 
Bahamas?  Or  out  to  Catalina? 

The  58  comes  complete  with  air 
conditioning,  a  shower  for  each  of  the 
three  staterooms,  stereo  and  well-know 
seaworthiness.  That  figures.  It  comes 
from  our  Hatteras  Yacht  Division— 
where  the  science  of  building  large 
fiberglass  boats  was  pioneered. 


North  American  Rockwell -whewl 


And  now,  with  our  Whitcraft  cruisers 
i  our  Crestliner  runabouts,  we  offer 
erica's  widest  range  of  fiberglass 
its.  Boats  that  are  strong.  Good 
king.  And  easy  to  care  for. 

Our  experience  with  fiberglass  leads 
nto  other  areas.  Like  fiberglass  car 
i  truck  bodies.  And  even  food  trays. 
This  broadening  of  fiberglass 


technology  is  one  example  of  how 
North  American  Rockwell  is  putting 
science  to  work  solving  everyday  problems. 
You  can  find  other  examples  throughout  our 
divisions,  from  our  electronically-controlled 
knitting  machine  to  microelectronic  circuits 
in  mini  calculators. 

If  you'd  like  literature  about  us 
and  the  boats  we  put  our  name  on, 
write  North  American  Rockwell, 
Dept.  815,  Fifth  Avenue  and  Wood  Street, 
Pittsburgh,  Pa.  15222.  Ask  for  "Boats". 


A/^.^-S.-  /; 


."i^    .' 


^-^m^ 


We're  on  the  right  ro; 

That  long  white  line  is  Interstate  9 
the  1700-mile  superhighway  thj 
will  link  Maine  to  Miami, 

Parts  of  the  South  Carolina 
Georgia  stretch  Mill  open  this  year.i 

It  will  be  quite  an  opening  for  u 

Why?  Because  when  the  who* 
highway  is  com})leted,  hundreds  ( 
thousands  of  motoring  America 
families  will  be  stopping  at  those  fi\ 
red  dots  on  the  road. 

They're  interchanges  adjacent 
our  land.  Oases  that  will  house  ser 
ice  stations,  restaurants,  recreati( 
areas  and  motels.  These  jn-operti 
will  be  managed  by  our  subsidiar 
The  Branigar  Organization.  Gat 
way  Savannah  will  be  first. 

But  it  won't  be  all  business.  Bi-a 
igar  plans  to  make  them  the  mo 
aesthetically  pleasing  drive-in  arei 
in  the  country. 

You'll  know  you're  on  the  rig 
road. 

Union  Camp  Corporation,  Wayne 
New  Jersey  07470  r 

Union  [ar 


The  500  Biggest  Corporations 


By 
Profits 


Mostly   there   were  profit  gainers  in  1971,   tf)ougft 
some  very  large  companies  ended  the  year  in  the  red. 

For  dramatic  smfts  in  profits,  1971  will  be  a  year  to 
remember:  General  Motors  up  217%,  General  Electric  44%, 
Dow  Chemical  107%,  Bethlehem  Steel  55%.  Gains  of  50%  or 
more  were  shown  by  at  least  55  of  the  Top  500  profitmak- 
ers.  The  year  was  especially  lucrative  for  retailers,  ap- 
pliance makers,  chemical  producers,  banks  and  utilities. 

The  tail  end  of  the  recession,  like  a  late  March  wind, 
still  carried  a  keen  bite.  Profits  at  a  fifth  of  the  companies 
listed  here  were  lower  than  they  had  been  in  1970,  lower 
by  30%  or  more  for  at  least  20.  For  another  dozen  or  so 
of  the  really  big  companies— companies  like  Anaconda, 
RCA  and  Boise  Cascade— red  ink  flowed  as  past  blunders 
were  written  off.  These  companies  did  not  make  this  list. 
In  hard  times,  the  multicompanies  proved  no  better  than 
firms  in  a  single  industry;  ITT's  profits  in  1971  dropped 
3%,  Sperry  Rand's  11%,  Litton's  27%. 

But  even  write-offs  can  have  a  sunny  side:  For  most 
companies,  they  are  a  portent  of  profit  gains  to  come.  ■ 


Net     %  Change 

Cash 

Ra 

nk 

Profits 

Over 

Flow 

Rank 

1971 

1970 

Company 

($000,000) 

1970    ( 

$000,000) 

1971 

1 

1 

American  Tel  &  Tel 

2,240 

2.3 

5,004 

1 

2 

5 

General  Motors 

1,936 

217.8 

3,726 

2 

3 

2 

Standard  Oil  (N  J) 

1,462 

11.6 

2,547 

3 

4 

3 

tnt  Business  Mach 

1,079 

6.0 

2,220 

4 

5 

4 

Texaco 

904 

10.0 

1,297 

6 

6 

7 

Ford  Motor 

657 

27.3 

1,480 

5 

7 

6 

Gulf  Oil 

561 

2.0 

1,071 

7 

8 

9 

Sears,  Roebuck 

551 

18.7 

657 

14 

9 

8 

Mobil  Oil 

541 

12.0 

939 

8 

10 

10 

Standard  Oil  (Calif) 

511 

12.4 

855 

9 

11 

14 

General  Electric 

472 

43.6 

745 

10 

12 

11 

Eastman  Kodak 

419 

3.9 

581 

16 

13 

13 

E  1  du  Pont 

357 

8.5 

730 

11 

14 

15 

Standard  Oil  (Ind) 

342 

8.8 

686 

12 

15 

12 

Int  Tel  &  Tel 

337 

—4.7 

568 

17 

'  16 

18 

General  Tel  &  Elec 

263 

26.4 

662 

13 

17 

16 

Shell  Oil 

245 

3.1 

655 

15 

18 

17 

Procter  &  Gamble 

238 

12.1 

295 

33 

19 

20 

R  J  Reynolds  Inds 

226 

11.9 

284 

35 

20 

21 

Xerox 

213 

13.3 

517 

18 

1 
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The  500  Biggest  Corporations  By  Profits 


Net     %  Change 

Cash 

Net     %  Change 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

Rank 

Profits 

Over 

Flow 

Rank 

1971 

1970 

Company            ($000,000) 

1970     ($000,000) 

1971 

1971 
81 

1970 

■ 

Company 
Chrysler 

($000,000) 

84 

1970    ($000,000)  1971 

DP          443        20 

21 

22 

Minn  Mining  &  Manuf 

211 

12.3 

294 

34 

22 

19 

Atlantic  Richfield 

199 

—3.4 

426 

21 

82 

434 

Connecticut  General 

83 

496.6 

95 

153 

23 

38 

Consolidated  Edison 

199 

54.6 

SOS 

28 

83 

94 

Va  Electric  &  Power 

82 

13.7 

132 

88 

24 

24 

Pacific  Gas  &  Elec 

193 

16.2 

324 

27 

84 

186 

Northern  Natural  Gas 

82 

80.7 

140 

79 

25 

27 

Tenneco 

184 

16.6 

377 

23 

85 

66 

McDonnell  Douglas 

81 

—12.6 

129 

93 

26 

25 

BankAmerica  Corp 

183 

11.7 

209 

49 

86 

100 

Safeway  Stores 

80 

16.4 

135 

84 

27 

40 

Westlnghouse  Elec 

175 

38.0 

266 

38 

87 

86 

Mfrs  Hanover  Corp 

80 

3.0 

86 

170 

28 

37 

Goodyear  Tire  &  Rub 

170 

31.7 

301 

29 

88 

130 

Florida  Power  &  Lt 

79 

33.4 

126 

97 

29 

33 

First  Natl  City  Corp 

169 

21.4 

186 

56 

89 

110 

CIT  Financial 

78 

18.3 

80 

190 

30 

31 

Coca-Cola 

168 

14.3 

220 

47 

90 

155 

Beatrice  Foods 

78 

25.6 

78 

196 

31 

35 

Am  Home  Products 

160 

18.2 

181 

58 

91 

51 

Phelps  Dodge 

76 

—32.7 

105 

130 

32 

28 

Union  Carbide 

158 

0.3 

387 

22 

92 

92 

Bristol-Myers 

76 

2.2 

92 

158 

33 

57 

Dqw  Chemical 

155 

49.7 

373 

25 

93 

138 

Detroit  Edison 

75 

31.8 

131 

89 

34 

30 

United  States  Steel 

155 

4.8 

445 

19 

94 

107 

Burroughs 

74 

11.4 

175 

59 

35 

34 

Sun  Oil 

152 

9.0 

298 

31 

95 

89 

Continental  Can 

73 

—4.6 

145 

75 

36 

36 

Commonwealth  Edison 

145 

7.7 

259 

39 

96 

112 

U  S  Industries 

73 

10.6 

97 

147        i 

37 

43 

Chase  Manhattan 

141 

20.4 

164 

63 

97 

83 

Sperry  Rand 

72 

—10.8 

189 

53        1 

38 

70 

Bethlehem  Steel 

139 

54.6 

299 

30 

98 

161 

Duke  Power 

72 

40.4 

126 

98 

39 

46 

Aetna  Life  &  Cas 

136 

16.2 

145 

74 

99 

106 

Textron 

72 

7.6 

113 

116 

40 

48 

J  C  Penney 

136 

18.9 

181 

57 

100 

93 

Consumers  Power 

72 

—1.5 

130 

91 

41 

45 

Am  Elec  Power 

135 

15.5 

227 

42 

101 

123 

Beneficial  Corp 

72 

16.6 

81 

186 

42 

49 

Amerada  Hess 

133 

16.9 

188 

55 

102 

121 

Anheuser-Busch 

72 

14.5 

107 

126 

43 

44 

Phillips  Petroleum 

132 

12.9 

334 

26 

103 

88 

F  W  Woolworth 

71 

—7.2 

121 

107 

44 

54 

Getty  Oil 

131 

17.8 

253 

40 

104 

91 

Singer 

71 

—5.7 

133 

85 

45 

96 

Continental  Corp 

131 

86.0 

132 

86 

105 

143 

Greyhound 

71 

27.2 

108 

125 

46 

32 

Caterpillar  Tractor 

128 

—10.8 

228 

41 

106 

135 

Continental  Illinois 

70 

22.8 

74 

203 

47 

39 

Southern  Cal  Edison 

127 

—0.2 

222 

45 

107 

104 

Chemical  New  York 

70 

3.6 

77 

200 

48 

50 

Merck 

127 

12.0 

158 

68 

108 

■ 

Merrill  Lynch 

70 

72.0 

75 

202 

49 

64 

Pub  Serv  Elec  &  Gas 

126 

34.9 

212 

48 

109 

122 

Honeywell 

69 

12.3 

297 

32       1 

50 

77 

Travelers 

122 

45.5 

122 

105 

110 

144 

Lincoln  Natl  Corp 

69 

25.9 

72 

208 

51 

65 

Firestone  Tire 

120 

29.6 

221 

46 

111 

168 

First  Chicago  Corp 

69 

39.1 

78 

195 

52 

55 

American  Brands 

119 

10.4 

164 

65 

112 

115 

North  Am  Rockwell 

69 

6.1 

129 

92 

53 

59 

General  Foods 

119 

19.5 

164 

64 

113 

76 

Marathon  Oil 

68 

—19.4 

162 

66 

54 

47 

Union  Oil  California 

115 

0.2 

375 

24 

114 

149 

Western  Bancorp 

68 

25.2 

84 

176       , 

55 

72 

J  P  Morgan  &  Co 

114 

32.1 

120 

113 

115 

129 

Texas  Eastern  Trans 

68 

13.8 

141 

78 

56 

41 

Weyerhaeuser 

114 

—8.3 

223 

44 

116 

84 

TRW 

67 

—15.1 

115 

115 

57 

26 

Continental  Oil 

109 

—31.8 

277 

37 

117 

120 

Campbell  Soup 

67 

7.2 

93 

156 

58 

60 

Avon  Products 

109 

10.3 

121 

108 

118 

119 

Central  &  South  West 

67 

6.4 

109 

123 

59 

61 

Warner-Lambert 

108 

9.9 

137 

82 

119 

126 

Middle  South  Utils 

66 

8.2 

124 

100 

60 

42 

Cities  Service 

105 

—11.9 

225 

43 

120 
121 

158 
303 

General  Public  Utils 
Loews 

66 
65 

26.9 
135.3 

127 
77 

96 
199 

61 

74 

American  Express 

103 

20.6 

103 

136 

62 

78 

Johnson  &  Johnson 

102 

21.7 

138 

81 

122 

113 

Ingersoll-Rand 

65 

—1.1 

93 

155 

63 

87 

Philip  Morris 

101 

31.0 

124 

99 

123 

159 

Baltimore  Gas  &  Elec 

64 

23.7 

94 

154 

64 

99 

INA 

101 

46.0 

101 

139 

124 

172 

Squibb  Corp 

63 

30.3 

82 

183       1 

65 

80 

Federated  Dept  Stores 

96 

17.1 

96 

149 

125 

182 

Deere 

63 

37.6 

96 

150 

66 

63 

Eli  Lilly 

96 

1.9 

120 

112 

126 

134 

Sterling  Drug 

63 

10.0 

72 

211     ; 

67 

105 

S  S  Kresge 

96 

43.5 

124 

101 

127 

140 

PepsiCo 

63 

11.8 

93 

157 

:      68 

58 

Southern  Company 

96 

—4.7 

198 

50 

128 

109 

Gillette 

62 

—5.6 

81 

188 

\      69 

69 

American  Cyanamid 

94 

2.8 

158 

69 

129 

195 

Transamerica 

62 

45.2 

112 

118 

70 

108 

Monsanto 

94 

40.8 

281 

36 

ISO 

■ 

Federal  Nat  Mtge 

61 

813.1 

61 

245 

71 

102 

Phila  Electric 

94 

36.9 

150 

70 

131 

124 

Polaroid 

61 

—0.2 

83 

179 

;     72 

56 

Southern  Pacific 

94 

21.7 

191 

52 

132 

154 

Borden 

61 

14.2 

103 

133 

73 

73 

Texas  Utilities 

93 

7.3 

146 

73 

133 

114 

Norfolk  &  Western  Ry 

60 

—5.6 

138 

80 

.       '4 

/b 

Household  Finance 

92 

7.8 

147 

72 

134 

146 

American  Natural  Gas 

60 

10.0 

124 

102 

"      75 

81 

Krattco 

91 

11.4 

132 

87 

135 

153 

Louisiana  Land 

60 

12.4 

79 

193 

76 

82 

Pfizer 

91 

11.7 

119 

114 

136 

152 

Owens-Illinois 

60 

12.1 

120 

109 

77 

29 

Kennecott  Ccpper 

87 

—42.2 

160 

67 

137 

150 

Houston  Lt  &  Power 

59 

10.5 

90 

160 

78 

85 

Georgia-Pacific 

86 

8.9 

188 

54 

138 

147 

Consolidated  Foods 

59 

8.7 

82 

184 

79 

/I 

Columbia  Gas  System 

85 

—2.1 

169 

61 

139 

170 

Consol  Natural  Gas 

59 

20.3 

103 

134 

80 

157 
ton  50 

CNA  Financial 

85 

62.0 

89 

167 

140 

163 

Schering-Plough 

59 

17.2 

67 

232 

■  No 

D  list  in  1970.     OP  Deficit  to  Profit. 
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Is  small-town  America  really  disappearing? 
Not  if  59,360  of  us  can  help  it. 


We  like  the  life  in  small  cities 
and  towns.  We  work  in  them.  And 
we  work  for  them. 

Of  our  total  U.S.  work  force  of 
153,630  people,  38  percent— or 
59,360— work  in  places  with  pop- 
ulations of  50,000  or  less. 

There's  Hoquiam,  Washington. 
Monterey  Park,  California. 
Clayton,  Missouri.  Temple,  Texas. 
Easton,  Pennsylvania.  Jesup, 
Georgia. 

Take  Jesup,  for  instance,  with  a 
population  just  under  10,000. 

There  we  employ  about  950 
people  at  our  Rayonier  plant  to 
make  chemical  cellulose  and 
paper  pulp. 

Local  benefits 

Our  annual  Jesup  payroll  is 
better  than  $10  million.  And  we 
buy  over  $25  million  worth  of 
raw  materials  and  supplies  in  the 


area  every  year. 

Difectly  and  indirectly  our 
Jesup  operation  contributes  to  the 
livelihood  of  over  6,000  people 
living  within  a  six-county  radius. 

How  it  adds  up 

In  total,  we're  at  home  in  301 
small  American  cities  and  towns, 
where  last  year  our  payrolls  added 
up  to  over  $292  million  and  our 
local  and  in-state  purchases  came 
to  about  $258  million. 

Community  involvement,  too 

We  get  involved  in  our  home- 
towns, too. 

Some  of  us  are  councilmen  and 
members  of  school  boards. 

Many  of  us  are  active  in  the 
Lions  and  Rotary,  the  Chamber  of 
Commerce,  in  Junior  Achieve- 
ment, Boy  Scouts  and  Girl  Scouts, 
Little  League  teams,  and  local 


charity  and  Savings  Bond  Drives. 

Some  of  us  are  instructors  in 
our  local  churches  and  temples. 
And  volunteer  firemen,  too. 

Small  town's  friend 

Because  our  business  isn't 
strictly  business— because  we're 
involved  socially  and  civically, 
too— we  think  we're  one  of  the 
best  friends  our  hometowns  ever 
had. 

International  Telephone  and 
Telegraph  Corporation,  320  Park 
Avenue,  New  York,  N.Y.  10022. 
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SERVING  PEOPLE  AND  NATIONS  EVERYWHERE 


The  500  Biggest  Corporations  By  Profits 


Net      %  Change 

Cash 

Net     o/o  Change 

Cash 

1 

Rank 

Profits 

Over 

Flow 

Rank 

Rank 

, 

Profits 

Over 

Flow 

Rank 

1971 

1970 

Company            ($000,000) 

1970     ($000,000) 

1971 

1971 
201 

1970 

185 

Company           ($000,000) 
Mellon  Natl  Bank                  45 

1970    ($000,000)  1971 

—0.6            51      281 

141 

116 

CBS 

59 

—7.9 

89 

164 

142 

165 

North  States  Power 

58 

16.4 

100 

142 

202 

156 

Int  Harvester 

45 

—13.9 

120 

110 

143 

128 

Marcor 

58 

—3.6 

121 

106 

203 

209 

Colgate-Palmolive 

45 

11.5 

66 

235 

144 

169 

Schlumberger 

57 

16.2 

105 

131 

204 

192 

Smith  Kline  &  French 

45 

2.8 

52 

278 

145 

136 

Peoples  Gas 

57 

0.2 

112 

119 

205 

193 

Marine  Midland  Banks 

44 

2.2 

52 

277 

146 

174 

City  Investing 

57 

20.2 

67 

231 

206 

309 

General  Mills 

44 

62.0 

71 

212 

147 

176 

Eaton 

57 

20.7 

84 

172 

207 

293 

Safeco 

44 

51.6 

48 

296 

148 

223 

El  Paso  Natural  Gas 

57 

51.9 

149 

71 

208 

216 

Pittston 

43 

10.1 

69 

222 

149 

160 

Niagara  Mohawk  Power 

57 

10.6 

110 

120 

209 

281 

W  R  Grace 

43 

43.2 

101 

138 

150 

127 

Union  Electric 

57 

—5.3 

100 

141 

210 

336 

Uniroyal 

43 

78.6 

96 

152 

151 

205 

Martin  Marietta 

56 

38.0 

103 

135 

211 

175 

Panhandle  East  Pipe 

43 

—9.4 

98 

144       1 

152 

117 

Teledyne 

56 

—12.4 

90 

163 

212 

256 

Johns-Manviile 

43 

27.8 

61 

247       1 

153 

148 

Emerson  Electric 

56 

2.8 

74 

204 

213 

230 

AMF 

43 

16.0 

69 

223       1 

154 

179 

Halliburton 

56 

20.7 

98 

145 

214 

361 

Boeing 

42 

91.1 

144 

76 

155 

189 

Gulf  &  Western  Inds 

56 

24.1 

96 

148 

215 
216 

335 

Bendix 

42 

74.5 

86 

171 

156 

62 

Alcoa 

55 

—42.0 

193 

51 

224 

Holiday  Inns 

42 

12.3 

78 

194 

157 

187 

United  Utilities 

55 

21.9 

130 

90 

217 

229 

Seaboard  Coast  Line 

42 

* 

86 

169 

158 

103 

Allied  Chemical 

55 

—19.2 

174 

60 

218 

198 

No  Ind  Public  Serv 

42 

—0.4 

63 

241 

159 

167 

Hercules 

55 

11.2 

113 

117 

219 

269 

May  Dept  Stores 

42 

31.7 

69 

224 

160 

166 

Kellogg 

55 

11.0 

70 

215 

220 

228 

Norton  Simon 

42 

13.7 

63 

240 

161 

98 

Standard  Oil  (Ohio) 

55 

—20.8 

127 

95 

221 

207 

Cleveland  Elec  Ilium 

42 

2.3 

67 

233 

162 

194 

International  Paper 

55 

27.3 

165 

62 

222 

253 

Kinney  Services 

41 

21.4 

45 

310 

163 

90 

Newmont  Mining 

55 

—27.5 

77 

198 

223 

237 

Kerr-McGee 

41 

13.3 

87 

168 

164 

271 

American  General 

54 

71.6 

54 

272 

224 

95 

Burlington  Inds 

40 

—43.8 

122 

104 

165 

141 

Southern  Railway 

52 

40.0 

106 

127 

225 

305 

First  Charter  Fin 

40 

46.5 

40 

337 

166 

181 

Transcont  Gas  Pipe 

52 

13.3 

97 

146 

226 

251 

Jefferson  Pilot 

40 

17.4 

43 

319 

167 

145 

Sec  Pac  Nat  Bank  Cal 

52 

—5.0 

70 

216 

227 

222 

Upjohn 

40 

5.6 

54 

273 

168 

142 

Bankers  Trust  N  Y 

52 

—6.6 

59 

254 

228 

247 

Duquesne  Light 

40 

15.5 

59 

257 

169 

79 

Am  Metal  Climax 

52 

—38.3 

90 

162 

229 

225 

Standard  Brands 

40 

6.0 

58 

259 

170 

125 

CPC  International 

52 

—15.5 

91 

159 

230 

236 

Southern  Natural  Gas 

39 

9.2 

72 

210      1 

j 

171 

137 

Ralston  Purina 

51 

—10.3 

81 

187 

231 

370 

Chubb 

39 

85.6 

41 

332 

172 

139 

Armco  Steel 

51 

—9.7 

136 

83 

232 

217 

Gulf  States  Utils 

39 

0.0 

69 

221 

173 

366 

Whirlpool 

50 

133.1 

81 

185 

233 

133 

FMC 

39 

—34.0 

83 

180 

174 

183 

Carnation 

50 

9.5 

69 

219 

234 

338 

United  States  Gypsum 

39 

61.4 

58 

260     1 

175 

197 

Long  Island  Lighting 

50 

18.5 

81 

189 

235 

277 

Pacific  Power  &  Lt 

39 

25.4 

58 

258 

176 

111 

American  Can 

50 

—23.9 

123 

103 

236 

231 

Northern  Illinois  Gas 

39 

5.2 

59 

253 

177 

151 

Great  Atl  &  Pac  Tea 

50 

—6.0 

100 

140 

237 

■ 

Southdown 

38 

277.4 

44 

317 

178 

202 

Northeast  Utilities 

50 

20.8 

89 

166 

238 

252 

Gen  American  Trans 

38 

13.1 

69 

226 

179 

245 

IntI  Utilities 

50 

45.1 

105 

129 

239 

294 

Timken  Company 

38 

33.2 

61 

248 

180 

101 

Litton  Industries 

50 

—27.3 

120 

111 

240 

248 

Northwest  Bancorp 

38 

10.3 

44 

316 

181 

203 

Nabisco 

50 

20.6 

73 

206 

241 

227 

Cincinnati  Gas  &  Elec 

38 

2.1 

62 

243 

182 

255 

St  Paul  Companies 

50 

46.9 

52 

280 

242 

262 

H  J  Heinz 

38 

15.6 

57 

262 

183 

356 

Libbey-Owens-Ford 

50 

119.5 

73 

207 

243 

329 

Carolina  Power  &  Lt 

37 

51.0 

60 

249 

184 

195 

Allegheny  Power 

49 

14.5 

90 

161 

244 

330 

Zenith  Radio 

37 

51.5 

49 

292 

185 

204 

Gen  Tire  &  Rubber 

49 

18.3 

83 

178 

245 

199 

Illinois  Power 

37 

—11.5 

69 

225 

186 

131 

National  Steel 

49 

—17.6 

142 

77 

246 

233 

Natl  Bank  of  Detroit 

37 

1.9 

40 

340 

187 

243 

Penn  Power  &  Light 

49 

39.0 

83 

177 

247 

260 

Sperry  &  Hutchinson 

37 

13.4 

46 

306 

188 

164 

Ohio  Edison 

49 

—3.1 

83 

181 

248 

295 

Investors  Div  Serv 

37 

30.9 

41 

331 

189 

178 

Inland  Steel 

48 

2.2 

109 

121 

249 

261 

Potomac  Elec  Power 

37 

13.0 

70 

218 

190 

■ 

Northwest  Industries 

48 

DP 

66 

236 

250 

266 

Coastal  States  Gas 

37 

14.6 

56 

263 

191 

67 

Dart  Industries 

48 

—48.3 

79 

192 

251 

250 

Crocker  Natl  Corp 

36 

6.5 

42 

322 

192 

2/0 

Borg-Warner 

47 

49.0 

83 

182 

252 

380 

Crum  &  Forster 

36 

74.0 

40 

335 

193 

273 

PPG  Industries 

47 

51.1 

109 

122 

253 

244 

Diamond  IntI 

36 

4.1 

57 

261 

194 

218 

Pacific  Lighting 

47 

21.6 

84 

175 

254 

267 

G  D  Searle 

36 

12.8 

42 

324 

195 
196 

211 

52 

NLTCorp 

Am  Smelting  &  Ref 

46 

46 

15.8 

—58.8 

49 

64 

290 
238 

255 

292 

Liggett  &  Myers 

36 

24.4 

45 

309 

256 

■ 

Control  Data 

36 

DP 

96 

151 

197 

;^U8 

ContI  Telephone 

46 

13.2 

108 

124 

257 

265 

Combustion  Engineer 

36 

11.6 

54 

275 

198 

mi 

Champion  International 

46 

40.7 

100 

143 

258 

279 

Utah  International 

36 

17.3 

44 

314 

199 

206 

First  Bank  System 

46 

12.2 

50 

285 

259 

428 

Armstrong  Cork 

35 

99.1 

59 

256 

200     201 

■  Not  on  50 

First  Natl  Boston 

46 

9.5 

48 

295 

260 

323 

American  IntI  Group 

35 

39.6 

38 

352 
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"we  found 
a  solution 
to  our  unique 
financing  problem... 
Indiana  National 
su^sted  it.' 


Let  our  Executive \lcc  President  of  Corp<»-atc  Banking  suggest  something  for  ywi.  Call  Tom  Miller,  317-263-5204. 

The  Bank.  Indiana  National 

One  Indiana  Square,  Indianapolis,  Indiana  46204 


Member  FDIC 


■^^mmi^mmZ 

■■»*«fcs..                            ■  A 

w^u 

:. 
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We  look  at  every  ship  we  builon 


Texaco's  operating  procedures  at 
sea  dictate  that  we  make  every  effort  to 
keep  our  oceans  clean  and  oil-free.  So, 
when  we  order  a  new  tanlcer  to  be  built, 
we  look  at  it  from  the  ocean's 
point  of  view. 


ATexaco  marine  construction  I  !i 
expert  is  assigned  to  the  ship  from  the  |  \ 
very  first  day  building  begins.  \ 

One  of  his  jobs  is  to  see  that  every  ^ 
precaution  is  taken  at  every  step  to  avc  '^ 
the  escape  of  oil  at  sea.  ■■  jp| 

He,  with  the  officers  who  are  to  Si  o( 
this  tanker,  will  inspect  fittings,  welds,  Hj 
structural  steel,  and  the  latest  electron 


rom  the  ocean's  polm  or  view. 


■R 


'\dgation  and  cargo-handling  nothing  be  overlooked  on  its  ships 

oipment  to  guard  against  pollution.  to  prevent  the  escape  of  oil  at  sea, 

The  wrorld's  ever-increasing  energy  anywhere,  at  any  time.  When  v^e  make 

Hand  requires  more  and  more  tankers  our  plans,  weVe  got  the  ocean  in  mind, 
lich  provide  the  most  efficient  means 
supplying  crude  oil  to  United  States 
i  odier  world  markets.  Texaco,  with 

long-standing  concern,  demands  that  We're  working  to  keep  your  trust. 


The  500  Biggest  Corporations  By  Profits 


Net     %  Change 

Cash 

Net     %  Change 

Cash 

Rank 

Profits 

Over 

Flow 

Rank 

Rank 

Profits 

Over 

Flow 

Rank 

1971  1970 

Company 

$000,000) 

1970    ($000,000) 

1971 

1971 

1970 

Company            ($000,000) 

1970     ($000,000] 

1971 

261     290 

Jos  Schlitz  Brewing 

35 

21.3 

49 

293 

321 

234 

Engelhard  Min  &  j^hem 

28 

—22.7 

39 

346 

262    272 

Florida  Power 

35 

12.6 

55 

268 

322 

306 

Cyprus  Mines 

28 

1.4 

47 

299 

263     213 

W  T  Grant 

35 

—11.0 

46 

304 

323 

328 

Central  Tel  &  Utils 

27 

10.1 

60 

251 

264    275 

Raytheon 

35 

13.7 

62 

242 

324 

■ 

Walter  Kidde 

27 

DP 

37 

361 

265     226 

Ethyl 

35 

-6.2 

68 

229 

325 

357 

Capital  Holdmg 

27 

20.5 

28 

415 

266     285 

Champion  Spark  Plug 

35 

17.1 

43 

320 

326 

334 

Carrier 

27 

11.0 

41 

328 

267    282 

Times-Mirror 

35 

15.7 

55 

270 

327 

365 

Walt  Disney 

27 

22.8 

35 

372 

268    298 

Associated  Dry  Goods 

35 

23.5 

49 

294 

328 

339 

Jewel  Companies 

27 

11.2 

50 

287 

269    301 

Revlon 

34 

23.3 

39 

342 

329 

171 

Scott  Paper 

26 

—46.3 

71 

213 

270    264 

Wisconsin  Elec  Power 

34 

5.6 

68 

227 

330 

283 

McGraw-Edison 

26 

—12.3 

41 

333 

271     291 

Swift 

34 

17.5 

72 

209 

331 

276 

Union  Camp 

26 

—15.1 

56 

265 

272    319 

Magnavox 

34 

30.8 

47 

300 

332 

468 

USLIFECorp 

26 

61.2 

27 

425 

273    214 

Corning  Glass  Works 

34 

—14.2 

74 

205 

333 

311 

NY  State  Elec  &  Gas 

26 

—2.1 

50 

284 

274     286 

First  Penna  Corp 

34 

14.3 

36 

368 

334 

430 

McDonald's  Corp 

26 

44.7 

36 

370 

275    284 

Texas  Instruments 

34 

12.9 

84 

173 

335 

327 

Akzona 

26 

2.5 

46 

302 

276    302 

Winn-Dixie  Stores 

34 

21.8 

50 

289 

336 

413 

Brunswick 

26 

38.7 

40 

338 

277      97 

Pennzoil  United 

33 

—52.5 

89 

165 

337 

358 

Bank  of  New  York 

26 

14.8 

28 

413 

278     287 

Lone  Star  Gas 

33 

13.3 

56 

266 

338 

53 

Union  Pacific  Corp 

26 

—67.9 

128 

94 

279     132 

Santa  Fe  Industries 

33 

—17.6 

103 

132 

339 

■ 

Rapid-American 

26 

96.3 

52 

279 

280    214 

Dresser  Industries 

33 

—16.4 

67 

234 

340 

325 

Franklin  Life  Ins 

25 

0.0 

26 

429 

281     367 

Jim  Walter 

32 

50.3 

50 

283 

341 

345 

Pabst  Brewing 

25 

8.9 

39 

350 

282     212 

Kroger 

32 

—18.9 

70 

217 

342 

274 

Diamond  Shamrock 

25 

—18.9 

59 

252 

283     289 

New  England  Electric 

32 

10.5 

62 

244 

343 

385 

Owens-Corning  Fiberglas 

25 

22.3 

49 

291 

284     333 

Motorola 

32 

31.0 

59 

255 

344 

332 

AMP 

25 

2.2 

36 

367 

285    310 

Boston  Edison 

32 

17.6 

54 

274 

345 

318 

Stauffer  Chemical 

25 

—4.1 

55 

269 

286      ■ 

Leasco  Corp 

31 

DP 

61 

246 

346 

359 

Dayton  Power  &  Light 

25 

11.4 

43 

321 

287     304 

Interco 

31 

14.2 

41 

330 

347 

477 

Richmond  Corp 

25 

56.8 

25 

441 

288     278 

Public  Service  Colo 

31 

3.4 

56 

267 

348 

340 

Otis  Elevator 

25 

4.5 

34 

376 

289     254 

Studebaker-Worthingt 

31 

—7.8 

45 

311 

349 

399 

Dayton-Hudson 

25 

30.0 

47 

297 

290     240 

Sou  New  England  Tel 

31 

—11.9 

79 

191 

350 

191 

Northwest  Airiines 

25 

—44.7 

102 

137 

291      ■ 

Capital  Cities  Broad 

31 

227.1 

34 

380 

351 

■ 

Olin  Corp 

25 

4,237.6 

77 

197 

292     315 

Williams  Companies 

31 

17.9 

50 

288 

352 

379 

Melville  Shoe 

25 

17.8 

32 

392 

293     342 

Essex  International 

31 

30.3 

42 

323 

353 

308 

Charter  NY 

24 

—9.9 

28 

416 

294     343 

Lucky  Stores 

31 

31.0 

44 

312 

354 

352 

R  R  Donnelley  &  Sons 

24 

6.3 

44 

313        1 

295     200 

Crown  Zellerbach 

31 

—27.2 

84 

174 

355 

■ 

PACCAR 

24 

65.0 

28 

418 
366 

296      ■ 

Gr  Western  Financial 

30 

379.4 

33 

387 

356 

296 

Quaker  Oats 

24 

—14.1 

36 

297    258 

Nat  Dist  &  Chem 

30 

—6.9 

60 

250 

357 

337 

Marlennan 

24 

—0.1 

26 

431        j 

298    316 

Texas  Gas  Trans 

30 

17.1 

65 

237 

358 

349 

Hewlett-Packard 

24 

3.4 

39 

345 

299     326 

Square  D 

30 

19.5 

34 

379 

359 

■ 

Govt  Employees  Ins 

24 

64.6 

24 

447 

300  246 

301  190 

Public  Service  Ind 

30 

—12.7 

54 

276 

360 

221 

Ashland  Oil 

24 

—37.0 

76 

201 

Delta  Air  Lines 

30 

—32.6 

108 

128 

361 

372 

PNB  Corp  Phila 

24 

12.4 

26 

432 

302     376 

General  Reinsurance 

30 

42.5 

30 

403 

362 

324 

Arkansas  Louisiana  Gas 

24 

—6.5 

41 

334      ! 

303     268 

Richardson-Merrell 

30 

—6.5 

38 

354 

363 

383 

R  H  Macy 

24 

14.1 

40 

341 

304      ■ 

Chicago  Bridge  &  Iron 

30 

115.1 

38 

353 

364 

378 

Chesebrough-Pond's 

23 

12.3 

27 

422 

305    351 

Dun  &  Bradstreet 

30 

28.9 

34 

382 

365 

363 

Lubrizol 

23 

7.1 

32 

397 

306     297 

Hanna  Mining 

30 

5.2 

37 

362 

366 

210 

Abbott  Laboratories 

23 

-41.6 

37 

364       ' 

307     300 

Oklahoma  Gas  &  Elec 

30 

5.8 

47 

298 

367 

391 

Mead 

23 

17.1 

56 

264 

i     308     322 

Rohm  &  Haas 

29 

16.0 

70 

214 

368 

443 

Delmarva  Power  &  Lt 

23 

34.8 

37 

357 

309     257 

Wells  Fargo 

29 

—10.2 

38 

355 

369 

384 

Time  Inc 

23 

12.8 

39 

344 

310     321 

Am  Hospital  Supply 

29 

13.7 

36 

369 

370 

■ 

Outboard  Marine 

23 

71.8 

30 

406 

311     371 

Trans  Union  Corp 

29 

37.3 

55 

271 

371 

411 

Pennsylvania  Life 

23 

22.4 

23 

454 

;     312     241 

Clark  Equipment 

29 

—17.8 

44 

315 

372 

435 

Comsat 

23 

28.8 

46 

301 

313     312 

Combined  Insurance 

29 

10.3 

29 

408 

373 

410 

Tampax 

22 

21.1 

24 

450 

j     314     317 

Cleveland  Trust 

29 

11.2 

32 

396 

374 

■ 

White  Consolidated 

22 

DP 

34 

377 

•     315    313 

Wachovia 

29 

9.2 

32 

389 

375 

394 

Cen  Illinois  Pub  Service 

22 

14.7 

37 

358 

316      ■ 

Signal  Companies 

29 

DP 

68 

228 

376 

495 

Oscar  Mayer 

22 

48.0 

29 

407 

317     350 

Broadway-Hale 

29 

24.1 

40 

336 

377 

421 

Nat  City  Bnk  Cleve 

22 

23.5 

23 

457 

318     320 

Crown  Cork  &  Seal 

28 

10.1 

45 

307 

378 

432 

First  Nat  Bnk  Dallas 

22 

26.7 

22 

465 

319     369 

Avco 

28 

33.8 

50 

286 

379 

387 

San  Diego  Gas  &  Elec 

22 

9.0 

41 

329 

320     239 

Dana 

28 

—20.8 

46 

303 

380 

396 

Seattle-First  Nat  Bk 

22 

15.2 

22 

468 

■  Not  on  500  list  in  1970.     DP  Deficit  to  Profit.                                                                                                                                                                                                                | 
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^salie  Talifero  eats  well, 

?ets  plenty  of  rest, 

ind  goes  for  long  walks  on  the  moon. 


Settled  comfortably  in  her  East  Orange 
paHment,  Rosalie  surveys  the  lunar 
arface.  The  most  dramatic  achievement 
1  recorded  history  is  flashed  a  quarter 

a  million  miles  in  less  than  two 
(iconds  to  become  snack-time 
ntertainment  on  TV. 

Rosalie's  vicarious  adventures  are 
I'ought  to  her  through  the  courtesy  of 
■any  technological  miracle-workers,  not 
le  least  of  which  is  North  Electric 
iDmpany,  a  wholly-owned  subsidiary  of 
■nited  Utilities.  North  supplies  vital 
'jectronic  equipment  that  links  space 
ussion  activities  to  worldwide  broadcast 

■■■ 
[SLID 


media.  They  also  design  and  build  strategic 
NASA  communications  systems. 

North  Electric  is  only  one  of  the  United 
companies.  There's  United  Telephone 
System,  the  nation's  third  largest 
telephone  system.  United  Business 
Communications.  United  Computing 
Systems.  And  others. 

Think  of  a  dozen  big  names  on  the 
American  business  scene.  Chances  are 
United  Utilities  is  bigger  than  at  least 
half  the  names  on  your  list. 

And  chances  are  Rosalie  Talifero  never 
even  heard  of  us. 

United  Utilities,  Incorporated 

Post  Office  Box  11315,  Plaza  Station,  Kansas  City,  IVIissoun  64112 


1 

The  500  Biggest  Corporations  By 

Pi 

'Of/'k 

Net      %  Change 

Cash 

Net     %  Change     Cash 

Rank 

Profits 

Over 

Flow 

Rank 

Rank 

Profits 

Over          Flow 

Rank 

*.,, 

1971 

1970 

Company            ($000,000) 

1970     ($000,000) 

1971 

1971 

1970 

Company            ($000,000) 

1970    ($000,000)  1971 

381 

■ 

General  Dynamics 

22 

DP 

69 

220 

441 

■ 

AIco  Standard 

19 

45.8 

26 

430 

382 

395 

Black  &  Decker 

22 

13.1 

27 

421 

442 

■ 

Koppers 

19 

59.7 

42 

325 

383 

408 

ARA  Services 

22 

18.1 

42 

327 

443 

484 

Gerber  Pcoducts 

18 

19.3 

22 

471 

384 

464 

Provident  Life  &  Ace 

22 

33.3 

22 

476 

444 

373 

Tecumseh  Prods 

18 

—12.6 

23 

460 

i 

385 

355 

Morton-Norwich 

22 

—3.5 

34 

373 

445 

347 

Zaie 

18 

—21.3 

23 

455 

386 

402 

Southwestern  Pub  Serv 

22 

15.1 

33 

384 

446 

■ 

Portland  Gen  Elec 

18 

33.1 

24 

446 

387 

426 

Hoover 

22 

21.3 

32 

393 

447 

238 

St  Regis  Paper 

18 

—49.1 

63 

239 

388 

386 

Cummins  Engine 

21 

5.3 

34 

374 

448 

■ 

Equity  Funding 

18 

55.3 

21 

483 

389 

380 

So  Carolina  El  &  Gas 

21 

3.6 

37 

356 

449 

■ 

Baxter  Laboratories 

18 

26.7 

26 

433 

390 

416 

Citizens  &  Southern 

21 

16.4 

25 

437 

450 

■ 

Roadway  Express 

18 

93.6 

31 

398 

391 

449 

Gulf  Life  Holding 

21 

25.0 

21 

478 

451 

■ 

American  Nat  Ins 

18 

24.6 

21 

479 

392 

■ 

National  Gypsum 

21 

51.8 

40 

339 

452 

470 

Indianapolis  Pwr&Lt 

18 

12.1 

32 

395 

393 

B 

Del  Monte 

21 

47.8 

37 

363 

453 

398 

Rochester  Gas  &  Elec 

18 

—5.3 

32 

391 

394 

423 

Utah  Power  &  Light 

21 

17.6 

33 

386 

454 

436 

Dow  Jones 

18 

2.1 

25 

440 

395 

B 

Ohio  Casualty 

21 

53.3 

26 

434 

455 

397 

Nortrust  Corp 

18 

—6.6 

21 

482 

396 

441 

Monumental  Corp 

21 

20.4 

21 

481 

456 

■ 

Southland  Corp 

18 

23.3 

34 

375 

397 

348 

Gardner-Denver 

21 

—10.7 

26 

435 

457 

■ 

Monroe  Auto  Equip 

18 

28.0 

20 

485 

393 

■ 

Amstar 

21 

51.9 

31 

399 

458 

455 

Cabot 

18 

5.3 

37 

360 

399 

■ 

Babcock  &  Wilcox 

21 

106.2 

39 

347 

459 

364 

Franklin  N  Y  Corp 

18 

—18.6 

22 

463 

400 

389 

Louisville  G  &  E 

21 

2.2 

34 

383 

460 

■ 

Washington  Natl  Corp 

18 

74.9 

18 

496 

401 

374 

Pittsburgh  National 

21 

—1.7 

23 

461 

461 

■ 

American  Financial 

18 

91.2 

21 

477 

402 

377 

ELTRA 

21 

—1.4 

30 

400 

462 

■ 

Jonathan  Logan 

18 

86.1 

22 

467 

403 

184 

Texas  Gulf  Sulphur 

21 

—55.2 

37 

365 

463 

288 

Foremost-McKesson 

—40.1 

28 

420 

404 

■ 

Consol  Freightways 

21 

161.2 

38 

351 

464 

■ 

Sybron 

38.8 

24 

451 

405 

445 

General  Development 

21 

19.7 

23 

458 
428 

465 

466 

Houston  Natural  Gas 

7.7 

35 

371 

406 

403 

Hershey  Foods 

20 

8.7 

26 

466 

418 

Northwestern  Steel 

—4.4 

22 

470 

407 

■ 

Flying  Tiger 

20 

94.2 

45 

308 

467 

462 

Max  Factor 

5.3 

20 

486 

408 

436 

Brown  Group 

20 

17.0 

29 

410 

468 

■ 

Ideal  Basic  Indus 

76.4 

30 

401 

409 

446 

Unionamerica 

20 

18.3 

22 

466 

469 

459 

Mercantile  Stores 

3.4 

23 

453 

410 

438 

Heublein 

20 

15.8 

28 

414 

470 

493 

William  WrigleyJr 

13.4 

23 

456 

411 

■ 

Allied  Stores 

20 

36.5 

43 

318 

471 

■ 

Collins  &  Aikman 

38.2 

24 

448 

412 

406 

Kansas  City  Pow  &  Lt 

20 

8.4 

34 

381 

472 

465 

Kansas  Power  &  Light 

5.2 

28 

417 

413 

420 

National  Serv  Inds 

20 

10.4 

28 

419 

473 

487 

Naico  Chemical 

11.1 

25 

438 

414 

452 

Masonite 

20 

17.9 

30 

405 

474 

473 

BancOhio 

6.2 

19 

490    : 

1 

415 

393 

Montana  Power 

20 

1.6 

27 

424 

475 

259 

East  Gas  &  Fuel 

-^8.2 

39 

349    ■ 

416 

425 

Walter  E  Heller 

20 

11.7 

20 

488 

476 

B 

Chromalloy  Amer  Corp 

23.7 

33 

388 

1 

417 

412 

Southwestern  Life 

20 

7.7 

20 

489 

477 

496 

Int  Flavors  &  Frag 

11.6 

20 

484 

418 

354 

McGraw-Hill 

20 

—12.7 

24 

449 

478 

480 

Cannon  Mills 

8,1 

30 

402 

1 

419 

■ 

Gannett 

20 

72.3 

26 

427 

479 

433 

Trane 

—5.0 

22 

462 

420 

417 

Arizona  Public  Serv 

20 

7.9 

39 

343 

480 

■ 

MCA 

25.7 

22 

464 
469 

421 

314 

St  Joe  Minerals 

20 

—25.3 

27 

423 

481 

■ 

George  A  Hormel 

67.8 

22 

422 

460 

Pet 

20 

17.4 

33 

385 

482 

485 

Prentice-Hall 

7.3 

18 

495 

423 

424 

Liberty  Nat  Life  Ins 

20 

8.2 

20 

487 

483 

■ 

Genuine  Parts 

24.4 

18 

493 

424 

■ 

Amfac 

20 

37.8 

32 

390 

484 

440 

Becton,  Dickinson 

16 

—5.4 

24 

444 

425 

162 

Kaiser  Alum  &  Chem 

20 

—61.6 

68 

230 

485 

■ 

MGIC  tnveslmsnt 

16 

46.2 

16 

498 

426 

401 

Detroit  Bank  &  Trust 

19 

2.9 

21 

480 

486 

448 

United  Merch  &  Mfrs 

16 

—4.1 

28 

412 

J 

427 

458 

Idaho  Power 

19 

15.8 

27 

426 

487 

■ 

NCNB 

16 

21.3 

18 

494 

1    ;                         428 

■ 

Levi  Strauss 

19 

5.3 

25 

443 

488 

482 

General  Cable 

16 

5.1 

24 

445 

1                        429 

429 

Fruehauf 

19 

9.0 

50 

282 

489 

■ 

MGM 

16 

9399 

18 

492    1 

430 

■ 

National  General 

19 

318.0 

25 

436 

490 

■ 

Air  Prods  &  Chems 

16 

8.4 

42 

326 

j      I 

431 

452 

Rorer-Amchem 

19 

13.7 

23 

459 

491 

■ 

ContI  Mortgage  Invest 

16 

64.2 

16 

499 

432 

400 

Anchor  Hocking 

19 

1.0 

30 

404 

492 

474 

Harsco 

16 

2.2 

34 

378 

r 

433 

498 

Ganibie-Skogmo 

19 

27.0 

32 

394 

493 

422 

Commonwealth  0,\  Ref 

16 

—10.4 

24 

452 
491 

,     434 

4/8 

A  H  Robins 

19 

21.3 

22 

472 

494 

405 

Harris  Trust 

16 

—13.4 

19 

435 

■ 

Airco 

19 

193.5 

46 

305 

495 

472 

Girard 

16 

0.3 

16 

500 

436 

375 

Rep  Nat  Bank  Dallas 

19 

—9.1 

22 

474 

496 

■ 

Knight  Newspapers 

16 

17.8 

22 

473 

437 

4/1 

Marshall  Field 

19 

18.5 

25 

439 

497 

456 

Cleveland-C  iffs 

16 

—5.6 

22 

475 

438 

■ 

Evans  Products 

19 

66.7 

29 

409 

498 

360 

Genesco 

16 

—28.3 

28 

411 

439 

481 

Fedders 

19 

21.9 

25 

442 

499 

415 

ACF  Industries 

16 

—14.5 

39 

348 

440 

454 

Lone  Star  Industries 

19 

12.3 

37 

359 

500 

469 

Mercantile  Bancorp 

16 

—2.2 

17 

497 

il 

■  Not  on  bOO  list  in  1970      DP  Deficit  to  Profit. 
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is  the  reason  why 
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62%  in  net  earnings  last  year. 


REVENUES  AND  EARNINGS 

REVENUES 
Operating  Groups 

Building  Materials 

Retail 

Homes 

Industrial  Products 

Intergroup  revenue 

Total  Revenues    .     ...     .     .     .     . 

EARNINGS 
Operating  Groups 

Building  Materials 

Retail 

Homes 

Industrial  Products 

Unallocated  interest  and  other  expenses 

Earnings  Before  Taxes 

Net  Earnings 

Per  Common  Share:* 

Primary 

Assuming  Full  Dilution  . 


♦Adjusted  for  4%  stock  dividend 
declared  April  5. 1972  to 
stockholders  of  records 
April  28,  1972. 


$343,769,000 
186,182,000 
103,811,000 
114,259,000 

748,021,000 
(21,963,000) 


1970  Change 

$269,894,000  +  27% 

147,178,000  +27 

72,258,000  +44 

115,604,000  -  1 

604,934,000 
(13,502,000) 


$726,058,000       $591,432,000       +23% 


$  14,150,000 
13,937,000 
13,611,000 
10,638,000 


52,336,000 
(17,746,000) 


$  34,590,000 


$  18,990,000 


$     9,623,000  +47% 

8,214,000  +70 

9,207,000  +48 

11,623,000  -    8 


38,667,000 
(16,680,000) 


$  21,987,000       +57% 


$  11,737,000       +62% 


$  .87       +41% 
$  .82       +38% 


^^r^r^cj^^^i 
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^vans  is  a  marketing  company. 

1971  was  a  good  year  for  Evans.  Revenues  jumped 
5%  and  net  earnings  rose  by  62%. 

A  very  good  year. 

But  most  interesting  to  us,  and  most  informative  to 
pu,  is  the  fact  that  53%  of  the  earnings  of  the  operating 
•  '_oups  came  from  our  Retail  and  Homes  Groups. 

That  tells  you  the  direction  this  company  is  going. 


Which  proves  that  when  you  have  multi-national 
production  capacity  as  backup  for  your  marketing 
services,  and  when  you  have  a  policy  that  says:  don't 
just  selJ— sell  at  a  good  profit,  your  company  grows. 

Write  for  our  Annual  Report  and  get  the  rest  of  the 
story.  The  address  is  Evans  Products  Company, 
Box  3295,  Portland,  Oregon  97208. 


(^ 
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The  Dimensions  of  American  Business 


WHERE  THEY 

RANK: 

1971 

Assets 

Revenues 

Common 
Market  Value 

Market 

Net 

Net  Profits 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

■ 

389 

160 

366 

Abbott  Laboratories  (Dec) 

464,605 

458,105 

871,782 

23,378 

■ 

■ 

500 

499 

ACF  Industries  (Dec) 

497,393 

334,086 

288,709 

15,792 

■ 

77 

B 

B 

Acme  Markets  (Mar) 

354,623 

1,798,719 

147,401 

14,934 

■ 

423 

B 

■ 

Addressograph  Muliigraph  (July) 

370,336 

412,305 

276,272 

2,399 

■ 

428 

B 

B 

Admiral  (Dec) 

221,681 

406,688 

92,289 

—887 

13 

19 

67 

39 

Aetna  Life  &  Casualty  (Dec) 

10,865,169 

4,107,716 

1,653,540 

136,492 

500 

402 

B 

435 

Airco  (Dec)* 

583,306 

440,562 

242,111 

19,063 

■ 

■ 

471 

490 

Air  Products  &  Chemicals  (Sept) 

452,845 

307,697 

319,484 

16,269 

■ 

362 

383 

335 

Akzona  (Dec) 

491,236 

505,535 

417,008 

25,681 

367 

B 

B 

B 

Alabama  Bancorporation  (Dec)^ 

817,922 

40,743 

100,488 

8.187 

■ 

367 

B 

B 

Albertson's  (Mar) 

73,949 

489,074 

68,756 

5,274 

■ 

311 

B 

441 

AIco  Standard  (Sept) 

318,329 

599,211 

163,631 

18,733 

a 

368 

B 

B 

Allegheny  Ludlum  (Dec) 

441,902 

486,599 

88,950 

1,482 

223 

B 

292 

184 

Allegheny  Power  System  (Dec) 

1,366,074 

312,898 

545,424 

48,842 

174 

128 

185 

158 

Allied  Chemical  (Dec) 

1,636,704 

1,325,893 

802,569 

55,264 

■ 

465 

B 

B 

Allied  Mills  (June) 

130,543 

359,806 

53,941 

3,055 

321 

131 

B 

411 

Allied  Stores  (Jan) 

951,656 

1,311,776 

281,702 

20,205 

■ 

200 

B 

B 

Allied  Supermarkets  (June) 

187,841 

931,533 

22,995 

—12,090 

382 

217 

B 

B 

Allis-Chalmers  Manufacturing  (Dec) 

781,851 

853,495 

137,670 

5,242 

90 

111 

141 

156 

Aluminum  Company  of  America  (Dec) 

2,664,604 

1,449,398 

945,616 

55,342 

231 

124 

192 

42 

Amerada  Hess  (Dec) 

1,328,205 

1,349,219 

779,389 

133,249 

170 

147 

103 

■ 

American  Airlines  (Dec) 

1,662,614 

1,245,331 

1,153,673 

3,029 

416 

B 

B 

■ 

American  Bank  &  Trust  (Pa)  (Dec) 

717,602 

46,972 

67,251 

7,299 

■ 

464 

B 

■ 

American  Beef  Packers  (May) 

32,240 

364,620 

10,118 

207 

143 

92 

109 

52 

American  Brands  (Dec) 

1,928,963 

1,626,806 

1,106,924 

119,416 

■ 

241 

418 

B 

American  Broadcasting  Companies  (Dec) 

494,753 

756,495 

374,480 

13,200 

193 

71 

269 

176 

American  Can  (Dec) 

1,491,357 

1,896,957 

592,373 

50,135 

241 

136 

69 

69 

American  Cyanamid  (Dec) 

1,281,238 

1,306,182 

1,644,240 

94,111 

■ 

B 

485 

B 

American  District  Telegraph  (Dec) 

142,355 

105,133 

304,343 

7,726 

56 

247 

58 

41 

American  Electric  Power  (Dec) 

3,808,969 

748,217 

1,807,313 

134,971 

38 

110 

50 

61 

American  Express  (Dec) 

5,202,818 

1,464,017 

2,116,432 

102,821 

325 

■ 

B 

461 

American  Financial  (Dec)tt 

935,667 

100,233 

195,385 

17,654 

187 

■ 

B 

a 

American  Fletcher  (Dec) 

1,517,722 

79,836 

118,689 

10,217 

119 

244 

308 

164 

American  General  Insurance  (Dec) 

2,178,358 

754,143 

511,356 

54,245 

■ 

B 

336 

a 

American  Greetings  (Feb) 

123,836 

164,875 

469,638 

12,647 

329 

115 

21 

31 

American  Home  Products  (Dec)          _^ 

*t             925,462 

1,429,335 

4.618,811 

160,021 

■ 

324 

83 

310 

American  Hospital  Supply  (Dec)          «^ 

i             394,677 

576,607 

1,358,297 

29,163 

328 

429 

153 

260 

American  International  Group  (Dec) 

930,034 

405,227 

889,493 

35,465 

489 

■ 

B 

a 

American  Investment  (Dec)tt 

594,053 

226,641 

65,940 

6,983 

249 

240 

231 

169 

American  Metal  Climax  (Dec) 

1,253,253 

756,924 

668,960 

51,602 

■ 

150 

B 

■ 

American  Motors  (Sept) 

525,412 

1,232,558 

177,772 

10,177 

280 

B 

B 

a 

American  National  Corp  (Dec) 

1,124,332 

64,039 

75,920 

8,840 

195 

■ 

■ 

451 

American  National  Financial  (Dec)^ 

1,487,367 

292,252 

264,883 

18,095 

159 

297 

236 

134 

American  Natural  Gas  (Dec) 

1,785,400 

629,193 

660,954 

60,174 

338 

a 

B 

a 

American  Security  &  Trust  (Dec) 

895,212 

54,115 

101,706 

10,599 

335 

284 

298 

196 

American  Smelting  &  Refining  (Dec) 

905,967 

656,757 

528,885 

46,013 

264 

117 

B 

B 

American  Standard  (Dec) 

1,183,249 

1,409,682 

202,335 

—83,775 

1 

3 

2 

1 

American  Telephone  &  Telegraph  (Dec) 

54,547,929 

18,510,765 

24,581,623 

2,239,697 

491 

250 

161 

213 

AMF  (Dec) 

590,166 

740,809 

867,439 

42,563 

■   Not  on  500  list,     t  Plus  stock,      tt  Figures  include  unconsolidated  subsidiaries. 
All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15.  1972. 

1)  Airco:  formerly  Ai 

2)  Alabama  Bancorp: 

3)  American  National 

Reduction 

formerly  First  National  Bank  Birmingham 

Financial:  formerly  American  National  Insurance 
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A  Roster  of  the  Country's  Biggest  Corporat/or)s 


Officers  &  Directors 

PER  SHARE  DATA:  1971 

His  Total 
Remuneration^; 

Ranked 
Among  774 

As  a  Grc 
Total 
Remuneration 

tup 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

(!) 

Others 

(W 

In  Group 

36.561 

1.71 

1.10 

MVz 

George  R  Cain 

162,404 

302 

1,745,860 

38 

38.657 

2.82 

2.40 

511/2 

John  F  Burditt 

111,250 

523 

914,860 

24 

33,564 

4.39 

2.00t 

43>/8 

John  R  Park 

122,813 

477 

823,814 

17 

16.537 

—0.32 

0.30 

0.60 

343/8 

Charles  L  Davis 

190,000 

217 

864,979 

27 

6.694 

—1.14 

—0.17 

none 

17'/8 

Ross  D  Siragusa 

83,504 

681 

710,800 

23 

145,097 

—0.03 

5.05 

1.60 

62 

Olcott  D  Smith 

226,500 

125 

1,600,776 

35 

45.679 

1.64 

0.80 

203/4 

George  S  Dillon 

163.333 

299 

771,345 

21 

41.781 

2.71 

020 

53 

Leonard  P  Pool 

120,000 

485 

1,289,120 

28 

46.106 

2.10 

1.10 

33>/2 

Claude  S  Ramsey 

173,440 

272 

686,514 

25 

8.308 

2.16 

1.20 

261/2 

John  A  Hand 

76,519 

703 

650,000 

39 

10.216 

0.91 

0.36 

11 78 

Joseph  A  Albertson 

70.100 

725 

435,955 

16 

26.167 

0.19 

1.68 

0.30 

163/« 

Tinkham  Veale  11 

130.000 

431 

1,090.708 

18 

18.087 

—0.96 

1.30 

183/4 

Roger  S  Ahlbrandt 

115,000 

503 

1,145.400 

33 

90,157 

2.15 

1.36 

22 

J  Lee  Rice 

105,050 

560 

576.384 

16 

174.466 

0.13 

2.01 

1.20 

291/8 

John  T  Connor 

219,000 

142 

1,571.435 

26 

7,863 

1.12 

0.75 

19^8 

Roy  E  Foick  Jr 

95.000 

614 

284,517 

12 

43,236 

2.35 

1.40 

33'/2 

Theodore  Schlesinger 

NA 

NA 

—3,861 

—1.84 

—3.09 

none 

5'/8 

Thomas  McMaster 

110,000 

532 

993,027 

33 

24,015 

-0.12 

0.42 

0.20 

13 

David  C  Scott 

258,337 

68 

1,604,311 

33 

192.787 

2.45 

1.80 

43% 

John  D  Harper 

256,500 

71 

2,786,849 

41 

187,652 

3.70 

0.30t 

413/4 

Hubert  W  McCollum 

176,283 

255 

1,794,492 

49 

111,842 

0.13 

0.40 

403/4 

George  A  Spater 

122,500 

478 

2,690,138 

75 

7,299 

2.25 

1.00 

203/4 

Sidney  D  Kline 

54,132 

764 

381,078 

35 

1.057 

0.15 

none 

71/8 

Frank  R  West 

75,000 

711 

229.423 

14 

163.773 

4.30 

2.20 

41'/8 

Robert  B  Walker 

310,913 

31 

2,161,580 

23 

29.244 

-0.24 

1.86 

1.20 

525/8 

Leonard  H  Goldenson 

125,000 

452 

1,068,161 

27 

123,250 

2.66 

2.20 

333/8 

William  F  May 

222,571 

137 

1,658,792 

32 

157,726 

1.95 

1.25 

34 

Clifford  D  Siverd 

248,321 

101 

1,863,962 

20 

23,398 

1.47 

0.40 

573/4 

Lawrence  J  O'Brien 

101,500 

570 

659,517 

20 

226,949 

2.43 

1.70 

303/8 

Donald  C  Cook 

257,355 

70 

681,330 

14 

102,821 

0.36 

4.31 

1.40 

1313/4       " 

Howard  L  Clark 

348,691 

18 

2,145,857 

43 

21,376 

0.94 

2.64 

0.08 

301/4 

Carl  H  Lindner 

55,300 

761 

479,817 

13 

11.240 

2.19 

1.03 

257g 

S  Edgar  Lauther 

110,000 

532 

629,861 

33 

54.245 

—0.02 

1.73 

0.50 

201/8 

Gus  S  Wortham 

65,200 

740 

1,550,713 

52 

14,862 

1.39 

0.52 

78 

Irving  1  Stone 

188,680 

223 

1,300,551 

32 

180,836 

0.16 

3.02 

1.70 

893/8 

William  F  Laporte 

240,000 

105 

1,308,600 

22 

.     36,416 

0.02 

0.85 

0.26 

393/4 

Karl  D  Bays 

99,583 

602 

950,962 

28 

38.017 

0.43 

3.64 

0.50 

971/2 

Maurice  R  Greenberg 

107,800 

547 

830,634 

36 

8,657 

1.15 

0.50 

12 

Donald  L  Barnes  Jr 

87,500 

660 

603,817 

27 

90,046 

—0.16 

2.04 

1.40 

281/4 

Ian  MacGregor 

225,000 

128 

1,665,625 

33 

46,305 

0.18 

0.40 

none 

7 

Roy  D  Chapin  Jr 

180,221 

234 

1,468,114 

35 

10,072 

3.59 

1.08 

321/2 

Allen  P  Stults 

120,000 

485 

420,400 

18 

21,269 

0.56 

0.38 

81/4 

Phil  B  Noah 

100,025 

579 

525,296 

20 

123,689 

3.60 

2.18 

391/2 

Ralph  T  McElvenny 

178,667 

246 

753,439 

14 

11,782 

4.81 

2.00 

461/8 

Robert  C  Baker 

125,000 

452 

563,387 

32 

63,899 

1.72 

1.73 

193/4 

Charles  F  Barber 

204,957 

167 

1,440,535 

27 

—45,431 

—7.37 

—7.13 

0.55 

153/8 

William  A  Marquard 

163,958 

298 

1,348.695 

30 

5,003,937 

3.99 

2.60 

.443/4 

Haakon  1  Romnes# 

350,000 

17 

3,128,095 

39 

68,734 

2.37 

0.95 

481/4 

Rodney  C  Gott 

181,667 

232 

1,886,365 

32 

NA  Not  available.   :p   New  CEO  in  1972.   Net  profits 
per  share   include  all   extraordinary  credits  or  charges 

and  earnings 
to  income. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK: 

1971 

- 

A 

Assets 

Revenues 

Common 
Market  Value 

'1 

Market 

Net 

Net  Profits 

;             Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

■ 

322 

431 

424 

Amfac  (Dec) 

451,925 

-577,996 

360,780 

19,506 

■ 

■ 

159 

344 

AMP  (Dec) 

205,823 

239,648 

872,519 

25,025 

■ 

282 

■ 

398 

Amstar  (June) 

334,966 

659,819 

128,037 

20,700 

,i                 203 

197 

453 

■ 

Anaconda  (Dec) 

1,454,122 

946,503 

339,311 

—356,370 

1 

■ 
'i 

■ 

■ 

432 

Anchor  Hocking  (Dec) 

216,773 

312,445 

217,564 

19,151 

■ 

300 

■ 

■ 

Anderson-Clayton  (June) 

329,095 

624,950 

140,230 

11,692 

448 

208 

41 

102 

Anheuser-Busch  (Dec) 

653,922 

902,453 

2,518,656 

71,638 

■ 

258 

168 

383 

ARA  Services  (Sept) 

330,869 

716,128 

839,389 

21,979 

■ 

283 

■ 

■ 

Archer-Daniels-Midland  (June) 

228,126 

659,800 

123,002 

12,158 

1 

290 

■ 

■ 

Arden-Mayfair  (Jan) 

136,914 

647,268 

39,004 

2,119 

482 

■ 

■ 

■ 

Arizona  Bank  (Phoenix)  (Dec) 

601,127 

36,996 

39,858 

3,467 

469 

■ 

■ 

420 

Arizona  Public  Service  (Dec) 

623,192 

159,305 

192,375 

19,705 

■ 

■ 

■ 

362 

Arkansas  Louisiana  Gas  (Dec) 

497,445 

240,077 

227,449 

23,747 

■ 

■ 

486 

■ 

Arlen  Realty  &  Development  (Feb) 

400,213 

NA 

302,669 

NA 

133 

87 

270 

172 

Armco  Steel  (Dec) 

2,044,448 

1,713,709 

591,212 

50,711 

■ 

330 

111 

259 

Armstrong  Cork  (Dec) 

560,424 

566,111 

1,099,295 

35,472 

304 

93 

301 

360 

Ashland  Oil  (Sept) 

1,030,181 

1,626,164 

521,028 

23,805 

■ 

219 

222 

268 

Associated  Dry  Goods  (Jan) 

539,073 

848,718 

701,510 

34,640 

366 

■ 

■ 

■ 

Atlantic  Bancorporation  (Dec) 

819,036 

49,696 

67,100 

6,634             ' 

44 

31 

30 

32 

Atlantic  Richfield  (Dec) 

4,704,105 

3.134,863 

3,292,488 

198,702 

■ 

468 

■ 

■ 

A-T-0  (Dec) 

238,286 

357,700 

75,603 

7,634 

■ 

■ 

379 

■ 

Automatic  Data  Processing  (June) 

38,686 

49,044 

419,000 

4,807 

79 

163 

■ 

319 

Avco  (Nov)tt 

2,917,922 

1,116,888 

183,568 

28,425 

■ 

214 

16 

58 

Avon  Products  (Dec) 

506,607 

873,153 

5,786,820 

109,137 

444 

192 

391 

399 

Babcock  &  Wilcox  (Dec) 

658,990 

959,092 

406,565 

20,664             1 

464 

■ 

■ 

■ 

Bache  &  Co  (Jan) 

633,108 

179,977 

102,018 

12,323 

429 

■ 

■ 

■ 

D  H  Baldwin  (Dec) 

692,582 

132,327 

60,994 

7,047 

202 

451 

224 

123 

Baltimore  Gas  &  Electric  (Dec) 

1,458,273 

383,670 

691,193 

63,865 

456 

■ 

■ 

■ 

Banco  Credito  Y  Ahorro  Ponceno  (Dec) 

643,186 

44,772 

40,500 

6,284 

334 

■ 

■ 

■ 

Banco  Popular  De  Puerto  Rico  (Dec) 

910,369 

56,115 

65,345 

7,508 

128 

■ 

■ 

474 

BancOhio  (Dec) 

2,097,581 

109,700 

159,705 

17,026 

■ 

■ 

487 

■ 

Bandag  (Dec) 

27,055 

40,725 

302,168 

5,423 

2 

106 

43 

26 

BankAmerica  Corp  (Dec) 

33,985,906 

1,520,806 

2,441,607 

183,087 

110 

■ 

■ 

■ 

Bank  of  California  N  A  (Dec) 

2,282,437 

135,939 

89,786 

8,221 

248 

■ 

■ 

■ 

Bank  of  The  Commonwealth  (Detroit)  (Dec) 

1,256,807 

87,540 

40,585 

—4,828 

355 

■ 

■ 

■ 

Bank  of  Hawaii  (Dec) 

858,114 

56,046 

104,040 

7,839 

66 

■ 

■ 

337 

Bank  of  New  York  (Dec) 

3,304,692 

191,293 

241,015 

25,656 

14 

299 

278 

168 

Bankers  Trust  New  York  (^rp  (Dec) 

10,828,825 

625,901 

565,568 

52,025 

298 

■ 

■ 

■ 

Barnett  Banks  of  Florida  (Dec) 

1,051,435 

70,254 

124,919 

8,482 

■ 

■ 

364 

■ 

Bassett  Furniture  Industries  (Nov) 

93,340 

144,233 

437,691 

14,697 

■ 
■ 

■ 

324 

■ 

Bausch  &  Lomb  (Dec)                         ^^M 

145,887 

157,007 

485,157 

7,748 

■ 

122 

449 

Baxter  Laboratories  (Dec)                           "^ 

368,554 

242,146 

1,020,806 

18,177 

191 

■ 

■ 

■ 

Baystate  (^rp  (Dec) 

1,501,247 

89,478 

113,499 

11,842 

403 

48 

96 

90 

Beatrice  Foods  (Feb) 

748,030 

2,384,410 

1,217,846 

77,944 

■ 

■ 

282 

484 

Becton,  Dickinson  (Sept) 

267,441 

255,378 

560,246 

16,486 

■ 

■ 

484 

■ 

Bell  &  Howell  (Dec) 

247,368 

330,461 

305,028 

13,451 

■ 

453 

■ 

■ 

Bemis  (Dec) 

232,225 

376,695 

72,556 

6,885 

260 

96 

305 

215 

Bendix  (Sept) 

1,199,270 

1,612,808 

516,138 

42,127 

87 

153 

178 

101 

'     Beneficial  Corp  (Dec)tt 

2,762,202 

1,203,479 

814,455 

71,713 

■    Not  on  500  list,     t  Plus  stock,      tt   Figures  include  unconsolidated  subsidiaties. 
All  per  share  data  adjusted  lor  stocli  splits  and  dividends  through  May  15,   1972. 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

As  a  GrouD 

PER  SHARE  DATA:  1971 

A 

His  Total 
Remunerationt: 

Ranked 
Among  774 

Total 
Remuneration 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

(« 

In  Group 

32,146 

1.92 

0.58 

35 

Henry  A  Walker  Jr 

173,550 

271 

2,083,618 

44 

36,476 

0.08 

2.04 

0.64 

71 

Samuel  S  Auchincloss 

125,000 

452 

1,145,469 

30 

30.662 

4.95 

1.70 

341/8 

Robert  T  Quittmeyer 

110,000 

532 

1,385,134 

24 

—309.513 

—15.88 

-16.28 

0.50 

15V2 

John  B  M  Place 

200,000 

179 

1,626,635 

29 

29.656 

2.74 

1.00 

311/8 

John  L  Gushman 

209,000 

156 

902,003 

29 

18,558 

—0.87 

3.68 

1.20 

451/4 

Thomas  J  Barlow 

146,200 

376 

1,603.962 

37 

106.586 

1.60 

0.53 

56 

August  A  Busch  Jr 

329.263 

23 

1,975,094 

34 

41.504 

3.94 

1.12 

1551/2 

Davre  J  Davidson 

105,250 

559 

1,807,118 

52 

20.143 

3.83 

1.00 

36y« 

Dwayne  0  Andreas 

112,750 

515 

1,081,459 

19 

6.831 

0.56 

none 

IIV4 

Albert  J  Crosson 

NA 

NA 

4,499 

1.70 

0.56 

19V2 

G  Clarke  Bean 

63,600 

748 

471,912 

29 

39.415 

1.74 

1.08 

201/4 

William  P  Reiliy 

75.700 

708 

641,620 

31 

40.568 

2.35 

1.30 

225/8 

Wilton  R  Stephens 

100,200 

578 

532,254 

26 

NA 

NA 

none 

151/2 

Charles  C  Basine 

NA 

NA 

136.432 

1.44 

1.00 

201/8 

C  William  Verity 

177,500 

251 

1,827,901 

33 

58.945 

1.36 

0.80 

43 

James  H  Binns 

197,500 

202 

1,931.817 

36 

76.472 

—0.70 

0.77 

1.20 

233/4 

Grin  E  Atkins 

154,399 

337 

1,823,051 

23 

48,508 

2.86 

1.20 

58 

Lewis  P  Seller 

185,000 

228 

3,429,564 

55 

8,875 

0.08 

1.98 

0.65 

20 

Edward  W  Lane  Jr 

60,375 

754 

301,707 

16 

425.998 

—0.21 

3.52 

2.00 

72 

Robert  0  Anderson 

250,000 

86 

2,946,266 

44 

14.321 

0.09 

0.70 

0.12 

SVs 

Harry  E  Figgie 

199,950 

199 

867,811 

26 

6.152 

0.87 

none 

735/8 

Henry  Taub 

84,000 

679 

644,473 

14 

50,100 

0.05 

1.02 

none 

16 

James  R  Kerr 

214,993 

149 

2.359,534 

33 

120.979 

1.89 

1.25 

1003/8 

Wayne  Hicklin# 

386,573 

8 

3,476,909 

37 

39,060 

1.67 

0.50 

32'/8 

George  G  ZIpf 

208,150 

157 

1,060,930 

27 

15.282 

2.21 

none 

14 

John  E  Leslie 

203,000 

171 

17,570,084 

385 

8.661 

2.50 

0.60 

2478 

Lucien  Wulsin 

88,750 

652 

597,457 

20 

94,354 

2.79 

1.82 

325/8 

C  Edward  Utermohle  Jr 

95,000 

614 

519,867 

24 

7,060 

2.99 

0.70 

201/4 

Angel  Rivera 

NA 

NA 

8,966 

0.14 

4.19 

1.32 

35 

Rafael  Carrion  Jr 

NA 

NA 

18,740 

2.80 

i.oot 

261/4     . 

Philip  F  Searle 

81,200 

686 

805,284 

43 

6.829 

0.93 

none 

531/2 

Roy  J  Carver 

NA 

NA 

209.127 

2.66 

1.10 

351/2 

Alden  W  Clausen 

168,200 

286 

724,040 

20 

8.221 

2.72 

1.34 

293/4 

Charles  DeBretteville 

110,000 

532 

1,067,559 

47 

—4,828 

—0.45 

—1.44 

none 

m 

John  A  Hooper 

none 

514,660 

20 

8,984 

4.73 

2.50 

623/4 

Clifton  D  Terry 

88,000 

657 

510,700 

28 

.      28,227 

4.58 

2.00 

43 

Samuel  H  Woolley 

175,962 

256 

925,051 

22 

59,125 

5.04 

2.84 

543/4 

William  H  Moore 

220,000 

139 

1,386,000 

42 

10.119 

0.07 

1.65 

0.56 

241/8 

Guy  W  Botts 

100,662 

576 

512,274 

24 

18,158 

1.96 

0.88 

58% 

John  E  Bassett  Sr 

117,450 

499 

846,224 

26 

12.392 

0.17 

2.70 

0.80 

177 

Daniel  G  Schumanff 

100,625 

577 

745,303 

26 

25,735 

—0.03 

0.65 

0.11 

353/4 

William  B  Graham 

140,000 

393 

872,250 

14 

14,055 

—0.14 

3.71 

1.76 

361/4 

Richard  Wengren 

66,070 

739 

178,710 

13 

77.944 

2.46 

1.12 

43 

William  G  Karnes  Jr 

220,000 

139 

1,987,665 

36 

24,485 

1.02 

0.30 

341/2 

Fairleigh  S  Dickinson  Jr 

95,000 

614 

1,053,916 

19 

20.416 

—0.04 

2.46 

0.60 

571/4 

Donald  N  Frey 

177,808 

250 

1.574.543 

32 

18.135 

—0.05 

1.45 

0.40 

17 

Judson  Bemis 

105,910 

555 

687,393 

19 

86,299 

2.56 

1.60 

42 

Athanas  P  Fontaine 

280,664 

51 

2,496,181 

44 

80.953 

3.38 

1.07 

■45 

Edgar  T  Higgins 

186,100 

226 

1,493,400 

30 

NA  Not  available,   ir  New  CEO  in   1972.   Net  profits  and  earnings 
per  share  include  all   extraordinary  credits  or  charges  to   income. 


ttCEO  office  held  jointly  wilth  JacK  D.  Harby. 
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WHERE  THEY  RANK: 

1971 

- 

Assets 

Revenues 

Common 
Market  Value 

k 

Market 

Net 

Net  Profits 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

64 

39 

89 

38 

Bethteliem  Steel  (Dec) 

3,452,337 

2,963,602 

1,290,007 

139,239 

■ 

■ 

139 

382 

Black  &  Decker  (Sept) 

246,708 

286,733 

956,179 

22,021 

'1                   ■ 

■ 

370 

■ 

H  &  R  Block  (Apr) 

41,970 

62,347 

431,598 

8,867 

;                       98 

32 

394 

214 

Boeing  (Dec) 

2,464,424 

3,056,804 

403,846 

42,210 

117 

80 

272 

■ 

Boise  Cascade  (Dec) 

2,194,084 

1,785,870 

584,100 

—85,150 

247 

59 

184 

132 

Borden  (Dec) 

1,257,978 

2,069,667 

803,611 

60,533 

316 

158 

287 

192 

Borg-Wamer  (Dec) 

962,998 

1,148,188 

557,114 

47,383 

■ 

390 

■ 

■ 

Borman's  (Jan) 

NA 

458,000 

23,349 

NA 

1                  342 

■ 

491 

285 

Boston  Edison  (Dec) 

882,420 

258,784 

297,787 

31,691 

374 

169 

62 

92 

Bristol-Myers  (Dec) 

796,431 

1,073,953 

1,754,811 

75,767 

■ 

242 

340 

317 

Broadway-Hale  (Jan) 

485,175 

755,443 

465,465 

28,654 

■ 

■ 

444 

■ 

Brown-Forman  Distillers  (Apr) 

181,160 

122,800 

345,488 

14,638 

■ 

361 

496 

408 

Brown  Group  (Oct)" 

258,847 

505,958 

291,869 

20,420 

■ 

351 

223 

336 

Brunswick  (Dec) 

431,445 

514,024 

696,762 

25,665 

■ 

338 

■ 

■ 

Budd  (Dec) 

407,910 

543,250 

79,996 

5.681 

218 

86 

150 

224 

Burlington  Industries  (Sept) 

1,390,198 

1,727,045 

910,628 

40,141 

77 

164 

261 

■ 

Burlington  Northern  (Dec) 

2,925,076 

1,107,572 

603,141 

—36,806 

194 

199 

34 

94 

Burroughs  (Dec) 

1,487,817 

932,733 

2,825,111 

74,151 

91 

182 

349 

■ 

C  &  0/B  &  0  Railroads  (Dec) 

2,614,339 

1,024,990 

453,687 

—57,750 

■ 

■ 

■ 

458 

Cabot  (Sept) 

372,922 

265,382 

234,108 

17,745 

435 

181 

125 

117 

Campbell  Soup  (July) 

677,485 

1,031,541 

1,006,500 

67,208 

■ 

495 

■ 

■ 

Campbell  Taggart  (Dec)^ 

143,314 

345,675 

153,748 

10,691 

■ 

■ 

■ 

478 

Cannon  Mills  (Dec) 

266,208 

323,478 

181,104 

16,833 

■ 

■ 

478 

291 

Capital  Cities  Broadcasting  (Dec) 

234,585 

96,153 

312,631 

30,995 

330 

■ 

313 

325 

Capital  Holding  Corp  (Dec) 

918,522 

189,653 

502,363 

27,154 

488 

159 

106 

174 

Carnation  Company  (Dec) 

594,632 

1,148,156 

1,128,498 

50,240 

283 

■ 

407 

243 

Carolina  Power  &  Light  (Dec) 

1,114,089 

255,643 

388,875 

37,474 

■ 

294 

198 

326 

Carrier  (Oct) 

515,490 

635,971 

755,197 

26.793 

■ 

363 

■ 

■ 

Castle  &  Cooke  (Mar) 

493,083 

502,597 

193,888 

10,072 

157 

54 

38 

46 

Caterpillar  Tractor  (Dec) 

1,811,079 

2,175,169 

2,690,982 

128,290 

251 

1 

■ 

■ 

■ 

CBT  Corp  (Hartford)  (Dec) 

1,251,713 

81,150 

99,057 

10,493 

P             m 

149 

129 

■ 

Celanese  (Dec) 

1,660,000 

1,236,100 

990,418 

—22,700 

■ 

414 

■ 

Centex  (Mar) 

171,363 

149,395 

381,505 

7,598 

238 

446 

112 

118 

Central  &  South  West  (Dec) 

1,291,529 

386,322 

1,095,542 

66,788 

424 

■ 

■ 

■ 

Central  Bancorporation  (Dec) 

704,761 

44,311 

69,207 

7.779 

■ 

■ 

■ 

375 

Central  Illinois  Public  Service  (Dec) 

477,688 

137,733 

225,511 

22,444 

457 

■ 

■ 

■ 

Central  National  Chicago  Corp  (Dec) 

641,837 

35,916 

27,833 

3,324 

■ 

246 

■ 

■ 

Central  Soya  (Aug) 

221,325 

751,132 

172,359 

14,034 

409 

■ 

464 

323 

Central  Telephone  &  Utilities  (Dec) 

743,627 

237,104 

323,954 

27,436 

177 

■ 

■ 

■ 

Centran  Bancshares  (Dec)^ 

1,577,395 

82,734 

100,581 

9,273 

■ 

414 

■ 

■ 

Cerro  (Dec) 

551,264 

425,196 

120,612 

2,802 

■ 

■ 

489 

■ 

Champion  Home  Builders  (Feb) 

37,406 

113,929 

299.079 

5,129 

213 

99 

157 

198 

Champion  International  (Dec)' 

1,398,014 

1,599,829 

873,919 

45,754 

■ 

■ 

256 

266 

Champion  Spark  Plug  (Dec) 

274,404 

325,894 

615,625 

34,905 

34 

■ 

■ 

353 

Charter  New  York  (Dec) 

6,070,878 

307,848 

237,524 

24,419 

4 

114 

54 

37 

Chase  Manhattan  (Dec) 

24,509,497 

1,437,491 

1,845,171 

141,228 

11 

291 

203 

107 

Chemical  New  York  Corporation  (Dec) 

12,624,508 

644,686 

753,581 

70,339 

■ 

■ 

219 

364 

Chesebrough-Pond's  (Dec)                    •-■asm 
Chicago  Bridge  &  Iron  (Dec)                  '^^ 

234,878 

304,038 

715,552 

23,438 

■ 

474 

466 

304 

288,831 

355,831 

322,909 

29,689 

■   Not  on  500  list,     t  Plus  stock. 

All  pet'Share  data  adiusted  for  stock  split: 

4)  Brown  Group:  formerly  Brown  Shoe 
and  dividends  through  May  15,  1972.                       5)  Campbell  Taggart:  formerly  Campbell  Taggart  Assoc  Bakeries 

6)  Centran  Bancshares:  formerly  Central  National  Bank  Cleveland 

7)  Champion  International:  formerly  U  S  Plywood-Champion  Papers 
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FORBES,    MAY 

15,   1972 

A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

As  a  GrouD 

PER  SHARE  DATA:  1971 

His  Total 
Remuneration^ 

Ranked 
Among  774 

Total 
Remuneration 

Cash  Flow 

Extraordinary 

Market 

Number 

(WOO) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chiet  Executive 

($) 

Others 

($) 

In  Group 

298.583 

3.14 

1.20 

29 

Stewart  S  Cort 

238,712 

107 

4,555,935 

42 

27,493 

1.91 

0.94 

801/2 

Alonzo  G  Decker  Jr 

140,000 

393 

632,800 

17 

9,463 

0.79 

0.27 

383/4 

Henry  W  Bloch 

36,000 

772 

238,889 

11 

144,065 

0.91 

1.95 

0.40 

isyg 

Thornton  A  Wilson 

124,521 

469 

1,996,087 

46 

—34,332 

—1.54 

—2.74 

0.25  + 

183/4 

Robert  V  Hansberger 

250,000 

86 

1,696,667 

34 

102,926 

2.00 

1.20 

27% 

Augustine  R  Marusi 

192,600 

210 

1,425,337 

30 

82,559 

2.45 

1.25 

30V4 

Roberts  lngersoil# 

230,032 

120 

1,696,402 

30 

NA 

0.10 

Vh 

Paul  Borman 

NA 

519,042 

14 

53,669 

3.51 

2.33 

39'/8 

Thomas  J  Galligan  Jr 

101,200 

572 

734,623 

22 

91,835 

2.45 

1.20 

583/8 

Gavin  K  MacBain 

190,000 

217 

2,009,591 

10 

40,219 

1.63 

0.67 

31 

Edward  W  Carter 

200,000 

179 

1,380,000 

21 

16,973 

1.28 

0.40 

31 '/g 

William  F  Lucas 

138,811 

401 

2,076,418 

40 

28,572 

2.71 

1.50 

38y2 

W  L  Hadley  Griffin 

133,750 

419 

1,482,047 

35 

39,907 

1.37 

0.12 

37V8 

John  L  Hanigan 

120,000 

485 

891,206 

23 

20,424 

0.83 

none 

lays 

Gilbert  F  Richards 

88,011 

656 

685,048 

20 

122,216 

1.52 

1.40 

343/8 

Charles  F  Myers  Jr 

200,000 

179 

3,239,596 

44 

33,229 

—5.87 

—3.13 

1.50 

49 

Louis  W  Menk 

171,067 

278 

1,030,527 

31 

175,163 

4.03 

0.60 

1523/4 

Ray  W  Macdonald 

254,000 

77 

1,396,816 

31 

8,778 

—10.08 

—6.66 

3.00 

521/4 

Hays  T  Watkins 

138,000 

404 

1,519,000 

29 

37,171 

3.25 

0.70 

42 

Robert  A  Charpie 

255,000 

73 

1,460,869 

26 

92,850 

2.00 

1.10 

30 

William  B  Murphy 

240,351 

103 

2,919,773 

40 

21,177 

2.39 

0.98 

34i/« 

Bill  0  Mead 

99,000 

603 

842,839 

26 

29,937 

9.06 

4.00 

98 

Don  S  Holt 

110,000 

532 

793,985 

19 

33,808 

2.54 

4.33 

none 

481/2 

Thomas  S  Murphy 

139,825 

400 

2,618,257 

52 

28,054 

2.40 

0.44 

441/8 

Homer  D  Parker 

110,121 

530 

911,769 

24 

69,169 

4.32 

1.30 

97 

H  Everett  Olson 

148,333 

373 

1,297,000 

26 

60,294 

1.97 

1.46 

25 

Shearon  Harris 

95,000 

614 

710,981 

31 

41,461 

1.64 

0.60 

471/4 

Melvin  C  Holm 

185,000 

228 

1,553,929 

32 

23,308 

0.31 

0.91 

0.60 

16 

Malcolm  MacNaughton 

138,000 

404 

741,997 

33 

227,977 

2.25 

1.35 

471/4 

William  Blackie# 

265,000 

61 

1,988,664 

29 

11,688 

5.60 

2.40 

53 

James  F  English  Jr 

91,816 

632 

743,283 

37 

93,200 

—5.97 

—1.96 

2.00 

711/2 

John  W  Brooks 

262,500 

64 

2,503,072 

34 

9,607 

0.34 

none 

323/4 

Frank  M  Crossen 

NA 

NA 

108,770 

2.99 

2.00 

49 

Silas  B  Phillips  Jr 

82,500 

684 

492,317 

17 

8,729 

2.88 

1.20 

251/2 

Fletcher  E  Nyce 

90,000 

639 

269,217 

13 

37,254 

1.78 

1.20 

19% 

Kenneth  E  Bowen 

80,060 

692 

459,651 

19 

•       3,590 

3.57 

1.20 

273/4 

Frank  E  Bauder 

90,000 

639 

640,459 

30 

21,150 

2.09 

1.00 

24% 

Dale  W  McMillen  Jr 

193,797 

208 

1,211,160 

24 

59,875 

1.56 

0.90 

191/2 

Clarence  H  Ross 

100,000 

581 

546,000 

21 

10,154 

2.79 

1.60 

301/4 

John  AGelbach 

82,020 

685 

285,273 

25 

17,768 

—0.12 

0.33 

0.80t 

141/4 

C  Gordon  Murphy 

141,384 

391 

1,010,230 

25 

6.457 

0.74 

0.09 

423/4 

Henry  E  George 

150,000 

349 

832,815 

16 

99,536 

1.24 

0.84 

303/8 

Karl  R  Bendetsen 

175,000 

259 

978,001 

21 

42,773 

2.79 

1.20 

491/4 

Robert  A  Stranahan  Jr 

164,000 

297 

1.031,874 

22 

27,919 

3.22 

2.00 

34 

Gordon  T  Wallis 

172,500 

274 

1,370,704 

34 

164,364 

4.43 

2.00 

57% 

David  Rockefeller 

230,000 

121 

3,990,567 

89 

76,629 

5.22 

2.88 

561/4 

William  S  Renchard 

215,000 

146 

1,168,812 

32 

27,030 

1.94 

1.04 

.  59 

Ralph  E  Ward 

161,333 

306 

1,005,217 

21 

37,805 

3.09 

0.53 

341/4 

Marvin  G  Mitchell 

115,000 

503 

1,102,400 

25 

NA  Not  available,  it  New  CEO  In  1972.  Net  profits  and  earnings 
per  share   include  all  extraordinary  credits  or  charges  to  income. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK: 

1971 

^ 

' 

Assets 

Revenues 

Common 
Market  Value 

' 

Market 

Net 

Net  Profits 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

436 

■ 

■ 

■ 

Chi  Milwaukee  St  Paul  &  Pacific  RR  (Dec) 

675,322 

301,568 

28,885 

—14,773 

■ 

394 

■ 

476 

Chromaltoy  American  (Dec) 

351,285 

456,686 

170,221 

16,922 

42 

10 

76 

81 

Chrysler  (Dec) 

4,999,720 

7,999,339 

1,458,444 

83,660 

279 

373 

281 

231 

Chubb  (Dec) 

1,127,319 

478,871 

560,263 

39,357 

344 

■ 

355 

241 

Cincinnati  Gas  &  Electric  (Dec) 

877,686 

294,372 

444,125 

37,724 

37 

203 

126 

89 

CIT  Financial  (Dec)tt 

5,596,996 

924,131 

997,061 

78,027 

108 

75 

108 

60 

Cities  Service  (Dec) 

2,325,300 

1,809,900 

1,107,762 

104,500 

131 

■ 

378 

390 

Citizens  &  Southern  Natl  Bank  Atlanta  (Dec) 

2,055,618 

156,724 

421,174 

21,416 

396 

■ 

■ 

■ 

Citizens  Fidelity  Bank  &  Trust  (Dec) 

759,242 

39,087 

56,500 

5,875 

245 

88 

353 

146 

City  Investing  (Dec)tt 

1,272,265 

1,689,000 

445,220 

57,294 

399 

■ 

■ 

■ 

City  National  Bank  (Detroit)  (Dec) 

754,649 

43,195 

20,721 

2,842 

■ 

458 

■ 

■ 

City  Stores  (Jan) 

184,191 

373,133 

25,288 

767 

498 

249 

251 

312 

Clark  Equipment  (Dec) 

585,581 

741,468 

624,094 

29,016 

337 

■ 

304 

221 

Cleveland  Electric  Illuminating  (Dec) 

895,641 

270,721 

516,800 

41,663 

89 

■ 

■ 

314 

Cleveland  Trust  (Dec) 

2,679,193 

150,998 

245,071 

28,923 

■ 

■ 

■ 

497 

Cleveland-Cliffs  Iron  (Dec) 

196,674 

83,755 

198,066 

15,886 

■ 

■ 

296 

■ 

Clorox  (June) 

81,416 

145,866 

535,241 

15,031 

■ 

364 

■ 

■ 

Cluett,  Peabody  (Dec) 

307,701 

499,277 

199,264 

11,653 

57 

91 

207 

80 

CNA  Financial  (Dec) 

3,768,994 

1,636,013 

744,329 

84,658 

440 

435 

140 

250 

Coastal  States  Gas  Producing  (June) 

661,686 

401,622 

951,969 

36,663 

286 

85 

12 

30 

Coca-Cola  (Dec) 

1,107,873 

1,728,828 

7,277,422 

167,815 

450 

133 

169 

203 

Colgate-Palmolive  (Dec) 

652,930 

1,309,616 

839,158 

44,940 

■ 

■ 

458 

471 

Collins  &  Aikman  (Feb) 

179,649 

291,327 

332,373 

17,155 

■ 

■ 

312 

■ 

Colonial  Penn  Group  (Dec) 

160,034 

108,641 

503,206 

11,209 

■ 

267 

■ 

■ 

Colonial  Stores  (Dec) 

147,090 

696,296 

123,740 

10,069 

■ 

293 

■ 

■ 

Colt  Industries  (Dec) 

537,612 

636,741 

107,331 

12,704 

362 

145 

90 

141 

Columbia  Broadcasting  System  (Dec) 

830,130 

1,247,969 

1,289,414 

59,077 

109 

201 

123 

79 

Columbia  Gas  System  (Dec) 

2,313,827 

926,786 

1,012,386 

84,999 

■ 

■ 

165 

313 

Combined  Insurance  Co  of  America  (Dec) 

319,725 

258,565 

843,920 

29,010 

414 

171 

258 

257 

Combustion  Engineering  (Dec) 

721,507 

1,066,331 

613,298 

35,752 

277 

■ 

■ 

■ 

Commerce  Bancshares  Missouri  (Dec) 

1,139,229 

62,507 

103,667 

11,451 

54 

188 

63 

36 

Commonwealth  Edison  (Dec) 

3,915,868 

989,560 

1,696,451 

144,787 

■ 

■ 

■ 

493 

Commonwealth  Oil  Refining  (Dec) 

357,840 

255,584 

200,704 

16,217 

■ 

■ 

243 

372 

Communications  Satellite  (Dec) 

329,245 

88,385 

645,000 

22.537 

31 

63 

93 

82 

Connecticut  General  Insurance  (Dec) 

6,452,099 

2,012,900 

1,276,793 

82,749 

43 

129 

88 

23 

Consolidated  Edison  (Dec) 

4,888,164 

1,313,862 

1,295,044 

198,580 

381 

94 

114 

138 

Consolidated  Foods  (June) 

781,966 

1,621,688 

1,091,489 

59,433 

■ 

372 

473 

404 

Consolidated  Freightways  (Dec) 

279,008 

479,798 

318,714 

20,548 

229 

279 

277 

139 

Consolidated  Natural  Gas  (Dec) 

1,337,333 

667,146 

569,845 

59,325 

115 

288 

197 

100 

Consumers  Power  (Dec) 

2,215,554 

651,617 

757,071 

71,780 

397 

■ 

■ 

■ 

Continental  Bank  (Norristown)  (Dec) 

756,923 

48,300 

71,728 

7,869 

180 

58 

144 

95 

Continental  Can  (Dec) 

1,571,130 

2,081,567 

933,392 

72,931 

52 

102 

135 

45 

Continental  Corp  (Dec) 

3,935,839 

1,563,110 

960,999 

130,915 

17  356  238  106  Continental  Illinois  Corp  (Dec)*  10,080,746  508,729  657,594  70,374 

■  ■  ■  491  Continental  Mortgage  Investors  (Mar)  401,201  38,004  242,276  16,263 
73  33  77           57  Continental  Oil  (Dec)  3,048,709  3,051,060  1,441,989  109,428 

211  415  233  197  Continental  Telephone  (Dec)  1,407,364  424,715  666,708  45,765 

49  178  239  256  Control  Data  (Dec)tt  4,482,463  1,044,027  655,312  35,781 

■  272  ■            ■  Cook  United  (Dec)  206,853  689,403  92,441  8,058 


■   Not  on  500  list,     t  Plus  stock,      ft  Figures  include  unconsolidated  subsidiaries. 
All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1972. 


8)  Continental  Illinois  Corp:  formerly  Conill 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 
As  a  Group 


PER  SHARE  DATA:  1971 

His  Total 
Remuneration^ 

Ranked 
Among  774 

Total 
Remuneration 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

4,634 

—7.46 

—6.78 

none 

13V4 

William  J  Quinn 

164,671 

296 

1,024,371 

32 

32.559 

1.61 

0.55 

19 

Joseph  Friedman 

197,500 

202 

2.687,192 

42 

443,041 

1.67 

0.60 

28% 

Lynn  A  Townsend 

200,000 

179 

3,115,233 

48 

40,774 

0.12 

3.23 

1.07 

4578 

William  M  Rees 

388,782 

7 

1,642,578 

27 

62.375 

2.04 

1.56 

261/8 

B  John  Yeager 

108,333 

543 

792,321 

27 

80,450 

3.77 

1.90 

50V. 

Walters  Holmes  Jr 

171,192 

277 

1,914,508 

31 

225,200 

3.78 

2.20 

431/4 

Charles  S  Mitchelt# 

207,500 

160 

1,323,763 

28 

25,326 

1.89 

0.88 

361/2 

Richard  L  Kattel 

75,000 

711 

1,303,877 

38 

6.366 

5.88 

2.22 

561/2 

Maurice  D  Johnson 

60,500 

753 

485,391 

28 

67,493 

0.11 

1.83 

0.50 

20 

George  T  Scharffenberger 

443,300 

2 

2,590,799 

26 

3.149 

4.15 

1.20 

301/4 

John  H  French  Jr 

70,000 

727 

375,457 

24 

767 

0.13 

0.24 

none 

73/4 

Isidore  Newman  II 

NA 

NA 

43,765 

2.36 

1.40 

46^8 

Walter  E  Schirmer 

254,480 

76 

1,845,448 

32 

67,096 

3.06 

2.24 

38 

Karl  H  Rudolph 

110,000 

532 

696,468 

24 

31,524 

9.62 

3.26 

8I1/2 

George  F  Karch 

169,423 

284 

968,282 

37 

21,898 

—049 

5.10 

1.80 

66 

H  Stewart  Harrison 

153,817 

339 

661,241 

20 

16,153 

168 

1.00 

59y4 

Robert  B  Shetterly 

115,000 

503 

464,792 

13 

18,174 

1.17 

0.90 

22y8 

Henry  H  Henley  Jr 

205,000 

166 

862,956 

21 

88,502 

0.25 

2.23 

0.50 

241/8 

Elmer  L  Nicholson 

150,000 

349 

1,017,331 

27 

56.343 

1.90 

none 

51 1/4 

Oscar  S  Wyatt  Jr 

75,000 

711 

936,513 

29 

219.923 

2.82 

1.58 

122 

J  Paul  Austin 

200,000 

179 

2,248,304 

47 

66.418 

3.10 

1.40 

585/8 

David  R  Foster 

225,000 

128 

1,585,646 

26 

24.006 

1.60 

5.45 

30y8 

Donald  F  McCullough 

160,500 

308 

963,683 

17 

11.620 

0.74 

0.10 

321/8 

John  J  MacWilliams 

110,000 

532 

679,432 

15 

17.433 

2.34 

0.97 

283/4 

Ernest  F  Boyce 

126,154 

448 

1,077,041 

36 

30,721 

1.27 

0.80 

levs 

George  A  Strichman 

225,000 

128 

2,039,188 

32 

89,257 

—017 

2.05 

1.40t 

465/8 

William  S  Paley 

383,612 

11 

2,871,608 

45 

168,532 

—0.16 

2.74 

1.76 

325/8 

John  W  Partridge 

171,667 

275 

961,300 

22 

29,010 

1.15 

0.46 

333/8 

W  Clement  Stone 

72,694 

724 

1,247,094 

34 

53,639 

3.45 

1.35 

621/8    . 

Arthur  J  Santry  Jr 

302,441 

34 

1,692,022 

18 

12,885 

4.96 

1.80 

471/4 

James  M  Kemper  Jr 

65,000 

742 

477,662 

26 

258,933 

2.86 

2.20 

393/4 

J  Harris  Ward 

181,758 

231 

959,570 

24 

23,739 

1.11 

0.60t 

16 

Norman  C  Keith 

128,241 

438 

666,367 

23 

46,375 

2.25 

0.50 

641/2 

Joseph  V  Charyk 

115,000 

503 

1,149,260 

36 

95,046 

0.72 

4.60 

0.84 

71 

Henry  R  Roberts 

150,000 

349 

3,251,100 

100 

305.935 

1.17 

3.52 

1.80 

25^8 

Charles  F  Luce 

150,000 

349 

1,931,646 

50 

81,740 

2.22 

1.21 

433/8 

William  A  BuzickJr 

208,000 

158 

2,632,217 

33 

38,114 

3.57 

1.00 

54'/8 

William  G  White 

173,080 

273 

685,388 

19 

102,833 

3.14 

1.88 

301/8 

Herbert  C  Johnson 

154,000 

338 

794,500 

16 

129,990 

2.69 

2.00 

311/2 

Alphonse  H  Aymond 

160,000 

310 

1.001,742 

28 

16,838 

0.02 

2.92 

1.60 

265/8 

Roy  T  Peraino 

88,600 

653 

3,109,225 

225 

145,019 

2.51 

1.60 

321/8 

Robert  S  Hatfield 

189,584 

222 

2,443,364 

41 

132,424 

1.49 

5.19 

1.86 

41 

Nathan  H  Wentworth 

150,000 

349 

1,152,154 

24 

74,097 

4.11 

1.76 

383/8 

Donald  M  Graham 

200,000 

179 

992,500 

28 

16.263 

0.07 

1.14 

1.14 

143/8 

M  J  Wallace 

NONE 

84,715 

13 

276.516 

—0.62 

2.16 

1.50 

28^8 

John  G  McLean 

258,701 

67 

3,861,436 

55 

108.188 

0.06 

1.47 

0.80 

223/8 

Charles  Wohlstetter 

145,000 

378 

820,000 

14 

95.673 

2.37 

none 

•    455/8 

William  C  Norris 

150,000 

349 

2.649,692 

67 

15,106 

1.91 

0.50 

201/4 

Roy  B  Miner 

100,000 

581 

796,494 

16 

NA  Not  available,   jt  New  CEO  in  1972.  Net  profits  and  earnings 
per  share   include  all   extraordinary  credits  or  charges  to   income. 
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How  INA  Corporation  is  Putting  Capital 
toWork  Around  the  World. 


International  Firm  Reports  Record  First  Quarter  Results. 


Expandin^^  industries  of  all 
t>i)es.  Rising  levels  of  consumer 
needs  and  wants.  Higher  family 
incomes.  Greater  economic 
strength  for  many  countries. 
These  are  just  some  of  the  rea- 
sons why  the  world  needs  more 
capital.  And  the  imagination  to 
use  it  wisely. 

This  is  the  work  of  INA  Cor- 
poration—to supply  needed  fi- 
nancial services  to  l)usinesses 
and  families  around  the  world. 
It  is  a  job  that  we  began  doing  in 
1792  and  we  are  carrying  it  on  at 
agi'eatly  expanded  rate  in  1972. 
The  businesses  of  INA  Corpora- 
tion are  notably  successful  in 
generating  caj)ital.  Todax'.  we  are 
putting  that  cai)ital  to  work  in 
many  creative  ways. 

110  Countries 

(Xir  insurance  gi'oup— one  of 
the  oldest  and  largest  in  the 
world— now  operates  in  110 
countries.  We  have  over  91  fully 
staffed  of fices  in  a  worldwide  net- 
work stretching  from  Hong  Kong 
to  Los  Angeles  to  New  York  to 
London  to  Sydney. 

Growth  in  reinsurance: 
among  other  forms  of  insurance, 
we  are  specialists  in  reinsurance. 
Diu-ing  the  past  year,  we  estab- 
lished a  sei)arate  reinsurance 
facility  — INA  Reinsurance  Com- 
pany. By  year's  end,  INA  Rein- 
surance ranked  fourth  among 
United  States  reinsurers,  the 
sixth  around  the  world. 


(Xir  investment  hanking  in- 
terests provide  a  steady  stream 
of  cai)ital  for  businesses  through- 
out the  United  States  and  Eu- 
rope. Our  affiliates  in  this  area  — 
Blyth  &  Co.,  Inc.  and  Baufjue 
Blyth  in  Paris— have  underwrit- 
ten the  capital  reciuirements  of 
niany  of  the  leading  organiza- 
tions in  world  trade. 

( )ur  other  gi^oups  include  real 
estate  development  activities, 
health  care  facilities,  insurance 
services,  and  the  manufacturing 
and  distribution  of  a  wide  variety 
of  fire  prevention  and  fire  sup- 
pression ('([uipment. 

Association  With  Suez 

Dui'ing  1971,  we  announced 
the  formation  of  INA  Interna- 
tional Corporation  to  coordinate 
and  exi)and  still  further  our 
multinational  operations.  We  ex- 
pect our  international  operations 
will  increase  threefold  in  this 
decade. 

A  fundamental  i)art  of  our 
Eur<)j)ean  operations  is  our  close 
association  with  Compagnie 
Financiere  de  Suez  et  de  I'Union 
Parisienne.  M.  Jacques  Georges- 
Picot,  Honorary  Chairman  of 
Suez,  is  a  director  of  INA  Coq)o- 
ration  and  Mr.  John  T.  Gurash, 
Chairman  of  INA,  is  a  director  of 
Suez. 

Among  our  recent  interna- 
tional ventures  have  been  the 
purchaseof  a  substantial  interest 


in  Bail  Eciuipment,  one  of  the 
largest  leasing  firms  in  France, 
and  the  purchase  of  half  interest 
in  the  Interamerican  Life  In- 
surance Company  of  Athens. 

We  have  joined  with  Saint- 
Gobain-Pont-a-Mousson  in  the 
ac(iuisition()f  an  important  stake 
in  Certain-teed  Products  Corpo- 
ration in  the  United  States. 

Net  Income  Increases  35% 

In  1971,  INA  Corporation  re- 
ported record  sales  and  profits. 
Now,  in  the  first  quarter  of  1972, 
we  continued  to  improve  our  per- 
formance by  attaining  new  rec- 
ord levels  in  earnings  and 
revenues.  Net  income  rose  35% 
to  $23,9()9,()00  or  i>l.{)()  per  share 
compared  to  S17,780,()00  or  75C' 
l)er  share  in  the  first  quarter  of 
1971.  Consolidated  revenues  in- 
creased to  $37;3,()39,()00  in  the 
first  three  months  of  1972  from 
$31(),282,()()()in  1971,  an  improve- 
ment of  20%. 

INA  Corporation  is  commit- 
ted to  the  creative  management 
of  capital  in  over  one  hundred 
countries  around  the  world.  Our 
14,000  people  are  pledged,  along 
with  our  total  resources  of  $3 
billion,  to  supplying  those  ser- 
vices that  today's  world  markets 
require.  For  a  copy  of  our  first 
quarter  report  or  our  1971 
Annual  Report,  write  to  Mr.  John 
T;,  Gurash,  Chairman,  INA  Cor- 
poration, 1600  Arch  Street, 
Philadelphia,  Pa.  19101. 


INA 

Corporation 


Bancjui- Blyth  •  M.  J.  Rr<K-k  &  Sons,  Inc.  •  Compagnio  Xoiivclle  D'.\ssur;inces  •  INA  ProptTtios  ■  IXA  Rt'insuranof  Company  •  InsurancoCompany  of  North  Anu-rica 
Blyth  &  Co.,  Inc.  •  Lifo  Insurance  Company  of  North  America  •  Pacific  Employers  Insurance  Company  ■  Philadelphia  Investment  Co.  ■  Star  Sprinkler  Corporation. 


The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1971 


Market        Net 
Assets   Revenues  Value       Profits 


Company  (and  month  ftecal  year  ended) 


Assets 
($000) 


Revenues 
.  ($000) 


Common 

Market  Value 

($000) 


Net  Profits 
($000) 


483  301 

300  108 

479  ■ 

493  234 

30  433 


87 
206 


424 


273 
170 


251 


Corning  Glass  Works  (Dec) 
CPC  International  (Dec) 
CP  Financial  Corp  (Dec) 
Crane  (Dec) 
Crocker  National  Corp  (Dec) 


599,050 

1,040,740 

610,597 

589,202 

6,496,154 


615,778 

1,500,489 

32,519 

791,508 

402,033 


1,302,581 

749,607 

41,657 

116,836 

367,794 


33,897 
51,550 
4,426 
11,162 
36,403 


■  444    ■     ■ 

■  398  415  318 
303  189  187  295 
259  305  422  252 

■  366  439  388 


Crowell-Collier  &  Macmillan  (Dec) 
Crown  Cork  &  Seal  (Dec) 
Crown  Zetlerbach  (Dec) 
Crum  &  Forster  (Dec) 
Cummins  Engine  (Dec) 


410,030 

398,093 

1,030,745 

1,199,554 

354,538 


386,611 
448,446 
986,409 
611,008 
492,262 


165,005 
381,448 
794,036 
369,653 
353,547 


10,349 
28,474 
30,518 
36,085 
21,497 


■ 
361 


500  ■  ■  Cyclops  (Dec) 

■  ■  322  Cyprus  Mines  (Dec) 

295  322  320  Dana  (Aug) 

447  ■  ■  Daniel  International  (Sept) 

225  154  191  Dart  Industries  (Dec) 


304,505 
367,499 
493,199 
104,992 
833,580 


338,826 
203,222 
635,670 
386,293 
817,733 


46,387 
287,417 
488,940 

83,704 
885,828 


■  470  ■  ■  Daylin  (Aug) 

404  161  271  349  Dayton -Hudson  (Ian) 

476  ■  ■  346  Dayton  Power  &  Light  (Dec) 

201  154  200  125  Deere  (Oct) 

■  245  470  393  Del  Monte  (May) 


181,956 
748,206 
612,938 
1,458,593 
550,109 


357,093 
1,120,756 

203,611 
1,188,145 

751,883 


125,994 
586,549 
262,183 
754,964 
319,617 


4,153 
27,754 
28,202 

6,580 
47,654 


7,313 
24,654 
24,898 
63,282 
21,229 


■  ■  ■  367  Delmarva  Power  &  Lt  (Dec) 
408  281  143  301  Delta  Air  Lines  (June) 

■  ■  448          ■  Deluxe  Check  Printers  (Dec) 
100  ■  ■  426  Detroit  Bank  &  Trust  (Dec) 
103  312  205          93  Detroit  Edison  (Dec) 


538,744 

744,463 

65,699 

2,440,102 

2,394,080 


129,505 
661,246 
112,352 
135,047 
599,196 


204,035 
934,881 
344,520 
153,200 
750,645 


23,308 
29,994 
10,844 
19,467 
74,542 


■  326  329  253  Diamond  International  (Dec) 
425  318  495  342  Diamond  Shamrock  (Dec) 

■  413  ■  ■  DiGiorgio  (Dec) 

■  ■  190  ■  Digital  Equipment  (June) 

■  344  ■  ■  Dillingham  Corporation  (Dec) 

■  492  ■  ■  Dillon  Companies  (June) 


403,974 
702,924 
179,479 
150,142 
528,603 
77,074 


567,689 
585,204 
426,017 
146,849 
527,536 
346,755 


475,430 
292,880 
83,581 
790,559 
145,231 
131,118 


36,012 

25,264 

6,753 

10,600 

5,235 

5,908 


401 

■ 
■ 

378 
■ 
72 


498 
60 


59 
420 

■ 
357 

28 


327 


354 
33 


Discount  Corp  of  New  York  (Dec) 
Walt  Disney  (Sept) 
Dr  Pepper  (Dec) 
Dominion  Bankshares  (Dec) 
R  R  Donnelley  &  Sons  (Dec) 
Dow  Chemical  (Dec) 


752,066 
497,315 
29,796 
791,074 
303,254 
3,078,807 


35,258 

175,611 

63,623 

46,819 

339,992 

2,052,711 


34,250 

1,802,763 

373,359 

60,524 

443,653 

3,579,032 


6,247 

26,721 

6,772 

6,610 

24,382 

154,729 


■  ■  247  454  Dow  Jones  (Dec) 

■  411  ■  ■  Dravo(Dec) 

420  229  461  280  Dresser  Industries  (Oct) 

127  396  217  98  Duke  Power  (Dec) 

■  473  156  305  Dun  &  Bradstreet  (Dec) 
51          22          13  13  E I  du  Pont  (Dec) 


119,425 
188,184 
710,240 

2,102,306 
253,720 

3,984,400 


142,751 
428,478 
805,234 
451,541 
356,405 
3,879,300 


641,122 
63,750 
329,636 
717,939 
874,956 
6,875,320 


17,811 
5,705 
33,043 
71,855 
29,637 
356,500 


331  ■  386  228  Duquesne  Light  (Dec) 

293  175  410  ■  Eastern  Air  Lines  (Dec) 

■  ■  465  475  Eastern  Gas  &  Fuel  Associates  (Dec) 
68  38  6  12  Eastman  Kodak  (Dec) 

360  180  201  147  Eaton  (Dec) 

■  ■  346  ■  Jack  Eckerd  (July) 


914,153 
1,072,688 

438,162 
3,289,433 

836,725 
94,702 


196,710 
1,053,757 

291,379 
2,975,928 
1,035,662 

239,040 


410,006 
385,553 
323,269 
15,680,979 
754,339 
460,824 


39,746 
5,690 

16,939 
419,305 

57,040 
9,638 


■   Not  on  500  list,     t  Plus  stock. 

All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1972. 
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FORBES,   MAY   15,   1972 


A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

As  a  GrouD 

PER  SHARE  D.ATA:  1971 

His  Total 
Remuneration:]: 

Ranked 
Among  774 

Total 
Remuneration 

Cash  Flow 

Extraordinary 

Market 

Number 

(WOO) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

73,620 

—0.45 

4.82 

3.25 

185'/2 

Amory  Houghton  Jr 

180,000 

236 

1,410,642 

32 

91.206 

—0.13 

2.17 

1.70 

315/8 

Howard  C  Harder 

200,000 

179 

1,645,205 

29 

5.014 

1.78 

1.00 

163/4 

Harol  j  F  Still  !r 

80,385 

689 

392,404 

30 

37.999 

0.33 

4.24 

1.60 

451/4 

Thomas  M  Evans 

150,000 

349 

807,558 

23 

42,348 

3.48 

1.60 

351/8 

Emmett  G  Solomon 

159,927 

316 

1,353,696 

50 

20.017 

0.70 

nonet 

113/, 

Raymond  C  Hagel 

200,000 

179 

1,608,691 

39 

45,455 

1.41 

none 

IS'/s 

John  F  Connelly 

50,000 

767 

685,500 

26 

84.220 

—0  04 

1.27 

1.20 

34 

Charles  R  Dahl 

140,800 

392 

1,894,740 

38 

40,457 

3.05 

1.01 

311/2 

Bobby  P  Russell 

123,000 

476 

1,423,857 

28 

34,211 

3.26 

0.88 

531/8 

J  Irwin  Miller 

125,000 

452 

2,192.892 

30 

18,094 

1.72 

1.00 

223/4 

William  G  Stewart 

160,000 

310 

847,791 

19 

46.610 

3.08 

1.00 

31 '/8 

Henry  TMudd 

195,000 

205 

1,197,605 

28 

45,889 

2.05 

1.25 

351/8 

John  E  Martin 

125,000 

452 

1,232,543 

21 

9.004 

2.04 

0.34 

251/4 

Buck  Mickel 

100,000 

581 

478,253 

10 

79,044 

2.23 

0.30t 

471/2 

Justin  Dart 

258,724 

66 

2,447,901 

26 

11.379 

1.50 

0.24 

233/4 

Amnon  Barness 

135,000 

412 

1,080,812 

17 

46,910 

1.52 

0.50 

365/8 

Kenneth  N  Dayton 

155,900 

331 

1,905,046 

29 

42,617 

2.07 

1.65 

24'/8 

Robert  B  Killen 

84,650 

675 

604,978 

26 

96,008 

4.29 

2.00 

511/4 

William  A  Hewitt 

267,315 

59 

2,790,645 

25 

36,702 

1.76 

1.10 

261/2 

Alfred  W  Eames  Jr 

110,000 

532 

1,323,901 

45 

37,269 

1.71 

1.12 

I8V4 

Austin  T  Gardner 

85,000 

668 

390,013 

20 

106,146 

1.57 

0.50 

48'/8 

Charles  H  Dolson 

121,000 

480 

1,611,000 

51 

14,574 

1.83 

0.68 

58 

Joseph  L  Rose 

90,025 

638 

570,236 

16 

21,007 

6.35 

2.45 

50 

C  Boyd  Stockmeyer 

124,508 

470 

513,771 

24 

131,440 

1.81 

1.40 

21 

William  G  Meese 

90,000 

639 

1,123,931 

35 

56,734 

3.02 

1.80 

3978 

Richard  J  Walters 

203,587 

169 

1,068,351 

27 

59,256 

0.03 

1.16 

1.00 

20 

James  A  Hughes 

149,809 

369 

1,267,017 

27 

11,501 

0.06 

1.24 

0.60 

151/8 

Robert  Di  Giorgio 

206,100 

165 

958,000 

25 

13,541 

1.06 

none 

77 

Kenneth  H  Olsen 

90,000 

639 

395,364 

14 

24,897 

0.17 

0.35 

0.40 

n%  ' 

Lowell  S  Dillingham 

163,000 

300 

1,145,967 

29 

9,291 

1.36 

0.68 

303/4 

Ray  E  Dillon  Jr 

92,400 

630 

517,844 

14 

6,247 

12.49 

4.30 

681/2 

Charles  Dunbar 

162,318 

303 

1,808,757 

46 

34,554 

2.03 

0.20 

1371/2 

Donn  B  Tatum 

91,000 

635 

1,217,670 

26 

7,881 

0.73 

0.39 

401/4 

Woodrow  W  Clements 

62,925 

750 

488,664 

25 

7,557 

3.08 

1.20t 

283/8 

Edward  H  Quid 

81,083 

688 

386,384 

22 

43,887 

1.27 

0.44 

231/8 

Charles  W  Lake  Jr 

150,875 

347 

2,540,338 

49 

373,484 

0.01 

3.41 

1.77 

78^8 

Charles  B  Branch 

305,000 

33 

2,497,816 

21 

24.937 

0.14 

1.19 

1.00 

423/4 

William  F  Kerby 

170,000 

280 

1,080,750 

23 

13,933 

0.14 

2.62 

1.40 

291/2 

Robert  Dickey  III 

136,000 

410 

972,332 

22 

66,533 

2.26 

1.40 

333/4 

John  V  James 

95,000 

614 

734,898 

18 

126,093 

1.88 

1.40 

233/4 

Carl  Horn  Jr 

79,467 

698 

1,385,628 

45 

33,662 

2.31 

1.53 

68 

Hamilton  B  Mitchell 

151,846 

345 

1,190,812 

35 

729,600 

7.33 

5.00 

145 

Charles  B  McCoy 

272.600 

57 

2,513,453 

29 

58,915 

2.19 

1.66 

245/8 

John  M  Arthur 

85,625 

667 

411,655 

15 

85,062 

0.32 

none 

225/8 

Floyd  D  Hall 

206,900 

163 

3,323,682 

78 

38,640 

002 

1.65 

none 

3378 

Eli  Goldston 

150,000 

349 

1,006,992 

25 

580,562 

2.60 

1.32 

971/4 

Louis  K  EJIers 

385,000 

9 

2,578,821 

23 

84,486 

3.06 

1.40 

■     413/4 

E  Mandell  DeWindt 

233,088 

117 

2,276,494 

41 

11,606 

0.61 

0.14 

28 

Jack  M  Eckerd 

68,750 

733 

522,847 

19 

NA  Not  available,   it  New  CEO  In  1972.   Net  profits  and  earnings 
per  share   Include  all  extraordinary  credits  or  charges  to   Income. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1971 


Market        Net 
Assets   Revenues   Value       Profits 


Company  (and  month  fiscal  year  ended) 


Assets 
($000) 


Revenues 
.  ($000) 


Common 

Market  Value 

($000) 


Net  Profits 
($000) 


■  ■  451          ■  Economics  Laboratory  (June) 
139  184  323  148  El  Paso  Natural  Gas  (Dec) 

■  ■  289          ■  Electronic  Data  Systems  (June) 

■  400  ■  402  ELTRA(Sept) 

■  285  57  153  Emerson  Electric  (Sept) 


88,744 
1,975,768 

63,129 
306,956 
457,707 


130,122 

1,020,237 

73,759 

444,622 

656,351 


340,284 
486,430 
553,961 
242,342 
1,813,088 


■  315  399  293  Essex  International  (Dec) 
458  323  ■  265  ,       Ethyl  (Dec) 

■  257  388  438  Evans  Products  (Dec) 

■  ■  423  467  Max  Factor  (Dec) 

■  481  ■  ■  Fairmont  Foods  (Feb) 


407,908 
639,836 
516,626 
175,734 
118,932 


593,035 
577,058 
725,131 
192,439 
353,269 


397,100 
250,193 
406,954 
368,515 
51,548 


8,178 
56,999 
10,671 
20,592 
56,129 


■  ■  490  ■  Emery  Air  Freight  (Dec)  32,679  114,283  298,988  5,798 
427  103  253  321  Engelhard  Minerals  &  Chemicals  (Dec)  696,492  1,556,163  621,364  28,069 
185  ■■  ■  Equimark  (Dec)'  1,537,499  98,584  72,583  9,639 
375  ■            ■  ■  Equitable  Trust  Baltimore  (Dec)  795,324  50,492  103,565  6,691 

■  ■            ■  448  Equity  Funding  Corp  of  America  (Dec)  496,695  130,141  271,672  18,192 


30,786 
34,914 
18,990 
17,375 
—1,106 


Fedders(Aug)  299,052  351,911  469,557  18,973 

Federal  National  Mortgage  Assoc  (Dec)  18,590,634  1,312,499  1,085,519  61,181 

Federated  Department  Stores  (Jan)  1,279,811  2,353,095  2,269,745  96,206 

Fidelity  Corp  Pennsylvania  (Dec)  1,920,617  119,577  163,094  15,404 

Fidelity  Union  Bancorporation  (Dec)  953,998  52,887  118,736  13,147 


Fifth  Third  Bank  (Dec) 
Fmancial  Federation  (Dec) 
Financial  General  Bankshares  (Dec) 
Firestone  Tire  &  Rubber  (Oct) 
First  American  National  Bank  (Dec) 


626,931 
1,185,948 
1,572,223 
2,344,350 

766,642 


37,809 
80,573 
95,601 
2,483,599 
44,427 


71,114 
54,780 
64,129 
1,557,756 
74,000 


First  &  Merchants  (Dec) 
First  At  Orlando  Corp  (Dec) 
First  Banc  Group  of  Ohio  (Dec) 
First  Bank  System  (Dec) 
First  Boston  Corp  (Dec) 
First  Charter  Financial  (Dec) 


1,110,290 
801,116 
879,156 
5,073,456 
1,419,097 
3,303,085 


70,740 
43,413 
59,698 

282,636 
83,237 

227,071 


81,541 
124,960 
115,620 
575,013 
119,418 
643,048 


6,042 
5,360 
8,646 
120,262 
7,620 


8,583 

7,154 

9,612 

45,738 

14,395 

40,132 


21 
358 
148 
252 
451 
257 


355 


209         111           First  Chicago  Corp  (Dec)  9,196,777  509,278  739,776  68,933 

First  Citizens  Bank  &  Trust  (NC)  (Dec)  845,364  69,801  42,500  4,018 

First  City  Bancorporation  of  Texas  (Dec)'o  1,882,688  78,488  162,251  12,468 

First  Commercial  Banks  Albany  (Dec)"  1,241,536  71,056  97,220  11,121 

First  Commerce  Corp  (Dec)  650,579  34.247  61,602  5,028 

First  Empire  State  Corp  (Dec)  1,204,334  74,080  62,460  7,069 


490 
431 
371 
481 
332 
92 


499 


First  Financial  Corp  (Dec) 
First  Hawaiian  Bank  (Dec) 
First  National  Bancorp  (Dec) 
First  National  Bank  Akron  (Dec) 
First  National  Bank  Cincinnati  (Dec) 
First  National  Bank  Dallas  (Dec) 


592,568 
690,233 
813,390 
602,336 
914,011 
2,611,512 


28,159 
48,842 
50,466 
33,805 
48,062 
119,797 


56,682 
93,744 
42,437 
45,818 
85,500 
288,750 


4,588 
6,999 
5.205 
4,940 
6,040 
22,297 


452 
430 
364 
121 
39 
423 


392 


200 


First  National  Bank  Ft  Worth  (Dec)  649,618  32,487  49,500  4,872 

First  National  Bank  Trustees  Louisville  (Dec)  692,115  40,734  99,678  8,716 

First  National  Bank  Maryland  (Dec)  829,866  47,128  92,128  8,858 

First  National  Bank  Oregon  (Dec)  2,153,969  123,970  126,184  14,341 

First  National  Boston  (Dec)  5,099,643  309,820  405,000  45,541 

First  National  Charter  (Dec)  705,230  35,266  67,473  5,737 


a  Not  on  500  list,     t  Plus  stock. 

All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15,  1972. 


9)  Equimark:  formerly  WPNB  Pittsburgh 

10)  First  City  Bancorporation  of  Texas:  formerly  First  City  National  Bank  Houston 

11)  First  Commercial  Banks  Albany:  formerly  National  Commercial  Bank  Albany 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

As  a  GrouD 

PER  SHARE  DATA:  1971 

His  Total 
Remuneration^ 

Ranked 
Among  774 

Total 
Remuneration 

Cash  Flow 

Extraordinary 

Market 

Number 

(5000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

10,289 

0.68 

0.26 

28y8 

Edward  B  Osborn 

84,547 

677 

861,065 

148,847 

-0.26 

1.86 

1.00 

mi 

Howard  Boyd 

171,300 

276 

1,451,350 

39 

12,682 

0.89 

none 

46>/8 

H  Ross  Perot 

68,000 

736 

319,847 

9 

30,402 

0.08 

2.67 

1.20 

31  Vs 

Joseph  A  Keller 

158,000 

320 

752,167 

23 

73.698 

2.37 

1.16 

80'/« 

Wallace  R  Persons 

248,438 

100 

1,519,879 

30 

7,179 

0.76 

0.50 

39>/8 

James  J  McNulty 

75,000 

711 

662,000 

26 

39,077 

—0.12 

0.97 

0.40 

231/2 

Milton  F  Rosenthal 

179.200 

244 

2,263,213 

37 

11,102 

3.69 

1.12 

283/a 

Marion  A  Cancelliere 

NA 

NA 

8,005 

4.97 

0.40t 

77 

John  A  Luetkemeyer 

70,000 

727 

361,739 

32 

20,788 

—0.14 

2.31 

0.10 

35V« 

Stanley  Goldblum 

100,000 

581 

1,075,438 

13 

42,027 

3.32 

1.20 

451/8 

Walter  F  Probst 

126,500 

447 

1,359,668 

21 

67,759 

-0.33 

3.03 

0.84 

24'/8 

Floyd  D  Gottwald  Jr 

110,700 

526 

1,540,410 

39 

28,794 

1.28 

0.301 

26'/4 

Monford  A  Orloff 

296,375 

43 

1,900,958 

14 

20,196 

1.63 

0.60t 

35 

Alfred  Firestein 

93,793 

625 

768,189 

20 

6,285 

—1.34 

—0.41 

1.00 

12% 

Gordon  Ellis# 

117,950 

498 

811,887 

26 

24.736 

1.70 

0.48 

423/8 

Salvatore  Giordano  Sr 

277,069 

52 

938,115 

18 

61,181 

1.43 

0.27 

24^8 

A  Oakley  Hunter 

64,012 

747 

661,187 

35 

96,206 

2.20 

1.00 

51  Vg 

Ralph  Lazarus 

185,500 

227 

3,988,209 

49 

18,349 

3.81 

2.10 

401/2 

Howard  C  Petersen 

165,130 

292 

550,000 

24 

14,027 

4.47 

2.20 

41 

C  Malcolm  Davis 

118,600 

493 

377,850 

16 

6,470 

2.64 

1.40 

31 

William  S  Rowe 

75,025 

710 

501,876 

33 

6,029 

029 

1.61 

none 

161/2 

Edward  L  Johnson 

106,400 

554 

493,769 

22 

10,610 

1.71 

0.24t 

13 

William  L  Cobb 

116,638 

501 

348,096 

11 

221,083 

0.12 

2.07 

0.80 

2678 

Raymond  C  Firestone 

275,000 

53 

1,624,070 

23 

8,306 

3.81 

1.36 

37 

Andrew  B  Benedict 

67,500 

738 

265,156 

13 

9,672 

2.98 

1.35 

283/8 

Robert  L  Gordon  Jr 

80,000 

693 

347,300 

31 

8,025 

1.39 

0.45 

241/4 

William  H  Dial 

68,625 

734 

483,455 

22 

10,665 

2.49 

0.91 

30 

John  G  McCoy 

144,500 

385 

274,100 

5 

50,119 

3.13 

1.20 

391/4 

Donald  R  Grangaard 

130,034 

430 

1,253,840 

51 

14,593 

4.35 

1.75 

39 

Emil  J  Pattberg  Jr 

375,004 

12 

8,638,117 

123 

40,132 

1.74 

nonet 

27^8 

S  Mark  Taper 

115,000 

503 

470,581 

21 

78,133 

3.57 

1.35 

383/4 

Gaylord  Freeman 

248,600 

99 

1,759.028 

37 

5,335 

39.73 

2.50 

425 

l^wis  R  Holding 

64,200 

746 

317,438 

26 

13,373 

2.82 

0.94 

363/4 

James  A  Elkins  Jr 

110,000 

532 

793,550 

39 

12,091 

2.31 

0.85 

20 

Lester  W  Herzog  Jr 

95,440 

612 

3,960,641 

288 

5,780 

5.01 

1.90 

593/4 

James  H  Jones 

NA 

NA 

*     8,243 

2.73 

1.50 

241/8 

Charles  R  Diebold 

128,000 

439 

555,694 

27 

5,027 

0.95 

0.36 

11^4 

Chester  H  Ferguson 

NA 

276,112 

15 

8,002 

4.63 

2.15 

62 

John  D  Bellinger 

86,867 

664 

564,187 

32 

6,484 

3.58 

1.60 

281/2 

Bruce  D  Alexander 

53,000 

765 

163,072 

29 

4.940 

3.34 

1.25t 

31 

Stanton  H  Brightman 

NA 

NA 

6.040 

0.16 

1.68 

1.20 

233/4 

William  N  Liggett 

101,357 

571 

936,335 

32 

22,297 

4.46 

1.60 

573/4 

Robert  H  Stewart  III 

155,000 

333 

815,676 

32 

5.595 

—0.04 

4.43 

1.20 

45 

Paul  Mason 

108,000 

545 

741,734 

46                         ■ 

9.194 

4.85 

1.60 

551/2 

Hugh  M  Schwab 

NA 

NA 

10.069 

—0.03 

3.45 

1.30 

353/4 

Adrian  L  McCardell 

85,000 

668 

556,216 

42 

16.897 

2.70 

1.20 

233/4 

Robert  J  Voss 

NA 

NA 

48,285 

7.59 

3.00 

671/2 

Richard  D  Hill 

131,683 

476 

721,552 

32 

6,455 

4.34 

1.80 

51 

Barret  S  Heddens  Jr 

60,000 

755 

410,577 

19 

NA  Not  available,   it  New  CEO  in  1972.  Net  profits  and  earnings 
ixt  share   include  all   extraordinary  credits  or   charges  to   income. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1971 

Market        Net 
Assets   Revenues   Value       Profits 


Company  (and  month  fiscal  year  ended) 


Common 

Assets 

Revenues 

Market  Value 

Net  Profits 

($000) 

($000) 

($000) 

($000) 

3 

266 

230 

■ 

442 


79 


218 


39           29  First  National  City  Corp  (Dec)  29,302,012  1,788,584  2,559,360  169,073 

■  First  National  Holding  Corp  (Atlanta)  (Dec)  1,178,306  74,335  71,133  7,100 

■  First  National  State  Bancorp  NJ  (Dec)  1,335,381  63,331  95,352  10,059 

■  First  National  Stores  (Mar)  136,342  850,475  37,312  3,390 

■  First  Oklahoma  Bancorp  Okia  (Dec)  660,186  37,190  56,505  8,558 


50 
246 
261 
499 
215 


358        274  First  Pennsylvania  Corp  (Dec)  4,095,314  281,523  443,408  33,794 

■  First  Security  Corp  Salt  Lake  City  (Dec)  1,266,815  83,986  125,244  13,125 

■  First  Tennessee  Nat  Corp  Memphis  (Dec) '^  1,195,585  63,024  111,060  9,239 

■  First  Tulsa  Bancorp  (Dec)  583,943  28,506  61,028  5,998 

■  First  Union  Inc  St  Louis  Mo  (Dec)  1,393,702  74,813  123,137  12,454 


197 

459 

93 


357 


397 


First  Union  National  Bancorp  NC  (Dec)  1,479,896  109,477  188,278  12,693 

First  Virginia  Bankshares  (Dec)  638,706  45,653  82,665  7,115 

First  Wisconsin  Bankshares  (Dec)  2,592,881  139,430  147,918  15,095 

Fisher  Foods  (Dec)  132,228  508,153  90,332  6,883 

Fleetwood  Enterprises  (Apr)  41,503  154,132  397,663  6,992 


■ 

269 
369 
161 


238 
416 


369 


321 
107 


262 
88 


Fleming  (Dec)  74,452  762,460  58,832  5,149 

Flintkote  (Dec)  346,548  423,148  180,859  13,804 

Florida  National  Banks  of  Florida  (Dec)  1,164,838  53,906  175,500  9,763 

Florida  Power  (Dec)  817,308  176,540  489,048  35,232 

Florida  Power  &  Light  (Dec)  1,761,063  484,830  1,118,425  79,001 


■  303  ■  ■  Fluor  (Oct) 

445  ■  ■  407  Flying  Tiger  (Dec) 

289  123  193  233  FMC(Dec) 

■  70  ■  ■  Food  Fair  Stores  (July) 
15  4  11            6  Ford  Motor  (Dec) 


258,419 

658,100 

1,095,471 

404,976 

10,509,800 


613,875 

231,505 

1,353,578 

1,928,179 

16,433,000 


179,244 
233,538 
779,150 
118,024 
7,319,067 


12,281 
20,444 
38,843 
11,399 
656,700 


446 
412 

■ 

234 
61 


84 

■ 
360 


371 


468 

■ 

■ 
345 

■ 
452 


463 


340 
459 
429 


Foremost-McKesson  (Mar)  655,343  1,738,349  321,332  17,493 

Fort  Worth  National  Corporation  (Dec)"  723,395  39,163  51,769  6,268 

Foster  Wheeler  (Dec)  217,422  506,114  65,448  5,971 

Franklin  Life  Insurance  (Dec)  1,311,253  246,782  462,176  25,351 

Franklin  New  York  Corp  (Dec)  3,514,845  196,573  147,263  17,723 

Pruehauf  (Dec)  539,871  482,964  339,690  19,358 


485 

■ 

186 
496 


199 
402 
7 
102 
422 
23 


484 
493 
275 
127 


476 


285 


433 
419 


Fulton  National  (Dec) 
Fuqua  Industries  (Dec) 
GAC  Corp  (Dec) 
GAF  Corp  (Dec) 
Gamble-Skogmo  (Jan) 
Gannett  (Dec) 


597,879 
308,203 
1,534,025 
588,287 
564,988 
252,152 


32,408 
352,014 
346,415 
683,762 
1,330,123 
236,592 


30,828 
180,670 

79,310 
316,363 
200,005 
558,728 


4,438 
10,120 
-56,366 
13,474 
19,127 
19,729 


■  ■  426  397  Gardner-Denver  (Dec)  188,882  191,431  366,059  20,782 
357           ■  250  238  General  American  Transportation  (Dec)  847,705  330,058  627,048  38,333 

■  488  ■  488  General  Cable  (Dec)  332,770  348,046  265,760  16,360 

■  ■  "405  General  Development  (Dec)  342,160  140,972  255,645  20,531 
268           72  ■  381  General  Dynamics  (Dec)  1,171,397  1,868,801  229,223  22,041 

29            6  7  11  General  Electric  (Dec)  6,887,800  9,425,300  11,405,453  471,800 


52  61  53  General  Foods  (Mar)  1,465,297  2,281,902  1,792,746  118,720 

162  174  206  General  Mills  (May)  749,997  1,120,052  823,858  43,856 

1  3  2  General  Motors  (Dec)  18,137,290  28,263,918  23,041,113  1,935,709 

358  186  120  General  Public  Utilities  (Dec)  2,395,839  507,913  794,825  65,780 

■  152  302  General  Reinsurance  (Dec)  706,362  280,870  895,867  29,863 

23  29  16  General  Telephone  &  Electronics  (Dec)  8,619,947  3,836,792  3,516,510  263,167 


a    Not  on  500  list,     t  Plus  stock. 

All  per-share  data  adiusted  for  slock  splits  and  dividends  through  May  15,  1972. 


12)  First  Tennessee  National  Corp  Memphis:  formerly  First  National  (folding  Co. 
Memphis 

13)  Fort  Worth  National  Corp:  formerly  Fort  Worth  National  Bank 
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A  Roster  of  the  Country's  Biggest  Corporations 


PER  SHARE  DATA:  1971 


Officers  &  Directors 
As  a  Group 
His  Total  Ranked  Total 


Cash  Flow 

Extraordinary 

Market 

Remuneration^ 

Among  774 

Remuneration 

Number 

($000) 

Cdt/Chg  (— ) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

186,081 

3.09 

1.32 

46>/2 

Walter  B  Wriston 

235,000 

112 

2,190,258 

42 

9.915 

4.55 

2.00 

45'/« 

Edward  D  Smith 

86.875 

663 

549.083 

32 

11.233 

3.59 

2.00 

34% 

W  Paul  Stillman 

80.000 

693 

557.861 

35 

10,413 

2.46 

1.00 

273/8 

HilJiard  J  Coan 

100.000 

581 

493.228 

19 

9,335 

1.03 

0.16t 

7% 

Charles  A  Vose 

50.660 

766 

228,322 

12 

36,428 

2.77 

1.12 

37 

John  R  Bunting 

126,538 

446 

1,034,144 

27 

15.077 

4.87 

1.70 

49 

George  S  Eccles 

NA 

NA 

10,927 

0.14 

2.97 

0.78 

36 

Allen  B  Morgan 

84,000 

679 

327,000 

24 

6.625 

3.59 

1.44 

36'/2 

Frank  G  McClintock 

67,900 

737 

331,300 

37 

13,785 

4.98 

2.40 

49 

David  R  Calhoun 

71,150 

725 

655,766 

26 

14.869 

3.21 

1.20 

473/4 

C  Clifford  Cameron 

100,000 

581 

497,723 

33 

7,963 

0.92 

0.40 

11 

Ralph  A  Beeton 

63,255 

749 

460,358 

28 

17,352 

3.55 

1.60 

34  Vs 

George  F  Hasten 

110,904 

524 

1,014,696 

64 

12.512 

126 

0.20 

16'/8 

John  Fazio 

127,000 

443 

885,000 

16 

8,446 

0.66 

0.10 

36'/« 

Dale  T  Skinner 

NA 

NA 

7,854 

1.03 

0.50 

113/4 

Richard  D  Harrison 

105,000 

561 

644,420 

16 

34,374 

2.10 

1.00 

31 '/s 

James  D  Moran 

125,000 

452 

327,981 

20 

11,402 

1.04 

0.10 

183/4 

Chauncey  W  Lever 

NA 

246,712 

19 

55.396 

3.14 

1.68 

46V4 

Angel  P  Perez 

91,000 

635 

624,220 

26 

126.196 

5.11 

2.12 

72^/8 

Marshall  McDonald 

100,000 

581 

937,916 

33 

28,121 

1.30 

nonet 

21^8 

J  Robert  Fluor 

232,540 

118 

1.426,989 

20 

45,428 

1.34 

nonet 

25'/8 

Wayne  M  Hoffmantf 

135,000 

412 

477,840 

13 

82,842 

—0  34 

1.11 

0.85 

25 

Jack  M  Pope# 

174,000 

270 

2,028,891 

36 

27,483 

0.07 

1.55 

0.90 

16V« 

Louis  Stein 

160.000 

310 

1,464.583 

20 

1,480,300 

6.18 

2.50 

7OV4 

Henry  Ford  II 

370,250 

16 

5.928,856 

56 

27,561 

—0.58 

102 

0.80 

24% 

Rudolph  J  Drews 

180,695 

233 

1,318,318 

30 

6,643 

497 

1.32 

41 '/4 

Lewis  H  Bond 

90,000 

639 

2,185.000 

152 

10,540 

—0.15 

1.89 

0.80 

24 

Frank  A  Lee 

75,000 

711 

892,754 

28 

26.270 

1.14 

0.50 

22 

George  E  Hatmaker 

85,000 

668 

959,037 

27 

22,389 

3.40 

1.60 

31'/8 

Harold  V  Gleason 

130,000 

431 

1,641.340 

40 

50,272 

0.03 

2.21 

1.70 

38'/8       . 

William  E  Grace 

330,000 

22 

2,066,963 

38 

5,286 

4.03 

0.96 

28 

Gordon  Jones 

74,794 

722 

386,951 

24 

23,160 

—0.45 

1.25 

nonet 

22>/« 

John  B  Fuqua 

200,000 

179 

917,465 

21 

—47,702 

—4.29 

—8.32 

0.40 

11 '/8 

S  Hayward  Mills 

140.000 

393 

1,210,478 

51 

36,867 

—0.62 

0.71 

0.40 

23'/4 

Jesse  Werner 

195.000 

205 

1,282,483 

39 

31.770 

3.56 

1.30 

421/2 

Berlin  C  Gamble 

145,000 

378 

NA 

^  26.450 

2.04 

0.48 

57'/2 

Paul  Miller 

215,700 

145 

1,245,651 

16 

25.626 

2.54 

1.30 

445/8 

Cedric  H  Rieman 

NA 

NA 

68.615 

3.13 

1.60 

533/4 

Thomas  M  Thompson 

177,396 

252 

1.280.623 

26 

24,387 

—0.15 

115 

0.80 

i8y8 

A  Leon  Fergenson 

115,000 

503 

1.109,430 

29 

22,901 

2.03 

none 

25'/8 

Charles  H  Kellstadt 

250,000 

86 

1,516.213 

32 

69,042 

0.13 

2.09 

none 

213/4 

David  S  Lewis 

180,000 

236 

1,365,812 

26 

745,400 

2.60 

1.35 

625/8 

Fred  J  Borch 

300,103 

37 

10,301,910 

122 

164,123 

2.38 

1.40 

35^/8 

Chauncey  W  Cook 

292,000 

45 

2,725,233 

45 

71,315 

1.98 

0.94 

411/2 

James  P  McFarland 

250,087 

84 

2,128,623 

30 

3,726,378 

6.72 

3.40 

8O1/2 

James  M  Roche# 

275,000 

53 

5,794.561 

62 

126,847 

2.08 

1.60 

231/4 

William  G  Kuhns 

178,913 

245 

417,399 

14 

29,863 

—0.21 

10.97 

0.59 

329 

Harold  J  Hudson  Jr 

80,272 

690 

2.882.887 

114 

661,774 

2.35 

1.52 

313/8 

Leslie  H  Warner 

250,000 

86 

1,721,002 

28 

HA  Not  available,   tr  New  CEO  in  1972.  Net  profits  and  earnings 
per  share   include  all   extraordinary  credits  or  charges  to   income. 


ttCEO  office  held  iointly  with  Robert  W.  Prescott. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK: 

1971 

• 

' 

A. 

Assets 

Revenues 

Common 
Market  Value 

' 

Market 

Net 

Net  Profits 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

333 

186 

310 

185 

General  Tire  &  Rubber  (Nov) 

913,523 

'  999,918 

508,564 

48,778 

473 

135 

387 

498 

Genesco  (July) 

616,368 

1,306,844 

409,515 

15,859 

■ 

443 

293 

483 

Genuine  Parts  (Dec) 

131,481 

387,138 

545,318 

16,535 

151 

113 

46 

78 

Georgia-Pacific  (Dec) 

1,872,690 

1,447,300 

2,307,841 

86,290 

■ 

■ 

443 

443 

Gerber  Products  (Mar) 

143,211 

261,851 

345,557 

18,495 

135 

126 

73 

44 

Getty  Oil  (Dec) 

2,015,291 

1,343,381 

1,567,800 

130,943 

■ 

376 

■ 

■ 

Giant  Food  (Apr) 

99,452 

476,974 

79,308 

4,209 

309 

■ 

■ 

■ 

Gibraltar  Financial  California  (Dec) 

988,715 

67,957 

72,284 

6,222 

■ 

255 

100 

128 

Gillette  (Dec) 

555,452 

729,687 

1,171,480 

62,399 

■ 

243 

■ 

■ 

Gimbel  Brothers  (Jan) 

497,945 

754,396 

263,376 

13,982 

84 

■ 

■ 

495 

Girard  (Dec) 

2,802,907 

113,417 

142,136 

16,097 

227 

148 

385 

■ 

B  F  Goodrich  (Dec) 

1,342,263 

1,236,735 

410,643 

1,740 

69 

25 

45 

28 

Goodyear  Tire  &  Rubber  (Dec) 

3,183,547 

3,601,565 

2,319,225 

170,223 

■ 

496 

■ 

■ 

Gould  (June) 

302,423 

342,166 

218,389 

14,311 

■ 

439 

204 

359 

Government  Employees  Insurance  (Dec) 

566,201 

395,325 

752,778 

23,806 

172 

61 

216 

209 

W  R  Grace  (Dec) 

1,647,715 

2,048,873 

718,343 

43,317 

■ 

137 

■ 

■ 

Grand  Union  (Feb) 

225,440 

1,304,411 

134,581 

13,018 

323 

121 

227 

263 

W  T  Grant  (Jan) 

942,289 

1,378,251 

676,522 

35,212 

313 

13 

299 

177 

Great  Atlantic  &  Pacific  Tea  (Feb) 

978,870 

5,664,025 

525,484 

50,129 

■ 

476 

■ 

■ 

Great  Northern  Nekoosa  (Dec) 

441,144 

355,458 

230,884 

14,249 

55 

■ 

382 

296 

Great  Western  Financial  (Dec) 

3,814,802 

258,440 

417,228 

30,489 

275 

44 

164 

105 

Greyhound  (Dec) 

1,143,182 

2,616,149 

845,880 

70,542 

■ 

232 

■ 

■ 

Grumman  (Dec) 

364,645 

800,739 

104,996 

—17,990 

129 

101 

351 

155 

Gulf  &  Western  Industries  (July) 

2,079,067 

1,566,327 

453,177 

55,576 

432 

■ 

494 

391 

Gulf  Life  Holding  (Dec) 

690,181 

213,140 

293,615 

21,342 

20 

12 

15 

7 

Gulf  Oil  (Dec) 

9,465,762 

5,940,002 

5,995,056 

561,401 

312 

■ 

288 

232 

Gulf  States  Utilities  (Dec) 

978,889 

210,258 

555,647 

39,009 

434 

139 

84 

154 

Halliburton  (Dec) 

685,239 

1,299,446 

1,357,128 

55,936 

470 

■ 

■ 

■ 

Hamilton  Bancshares  (Dec) 

622,445 

34,531 

36,790 

4,529 

■ 

462 

■ 

■ 

Hammermill  Paper  (Dec) 

358,184 

370,286 

126,875 

4,634 

■ 

■ 

■ 

306 

Hanna  Mining  (Dec) 

315,541 

197,641 

42,629 

29,559 

97 

■ 

■ 

494 

Harris  Trust  &  Savings  Bank  (Dec) 

2,556,252 

139,047 

169,922 

16,163 

■ 

485 

463 

■ 

Harris-lntertype  (June) 

331,787 

351,953 

327,746 

14,853 

■ 

■ 

■ 

492 

Harsco  (Dec) 

230,630 

318,786 

166,579 

16,225 

■ 

461 

■ 

■ 

Hart  Schaffner  &  Marx  (Nov) 

250,141 

372,022 

250,154 

10,350 

236 

■ 

■ 

■ 

Hartford  National  (Dec) 

1,304,140 

76,457 

86,419 

9,033 

400 

187 

255 

242 

H  J  Heinz  (Apr) 

753,974 

989,735 

618,109 

37,668 

311 

■ 

482 

416 

Walter  E  Heller  (Dec) 

979,452 

126,134 

308,295 

19,949 

383 

227 

121 

159 

Hercules  (Dec) 

781,764 

811,884 

1,039,200 

55,115 

461 

■ 

■ 

■ 

Heritage  Bancorporation  (Dec)** 

635,488 

36,562 

58,400 

6,689 

■ 

434 

455 

406 

Hershey  Foods  (Dec) 

240,656 

401,880 

335,356 

20,493 

■ 

448 

133 

410 

Heublein  (June) 

267,398 

385,466 

964,872 

20,208 

■ 

455 

94 

358 

Hewlett-Packard  (Oct) 

294,468 

375,088 

1,250,064 

23,881 

■ 

■ 

354 

■ 

Hilton  Hotels  (Dec) 

468,034 

307,377 

444,433 

13,765 

■ 

■ 

428 

■ 

Hobart  Manufacturing  (Dec) 

188,851 

240,248 

363,909 

14,640 

388 

264 

91 

216 

Holiday  Inns  (Dec) 

764,229 

702,590 

1,289,235 

42,121 

118 

67 

42 

109 

Honeywell  (Dec) 

2,183,098 

1,946,127 

2,481.975 

69,262 

■ 

432 

409 

387 

Hoover  (Dec) 

309,094 

402,282 

386,393 

21,673 

■ 

273 

■ 

481 

George  A  Hormel  (Oct) 

153,144 

686,487 

108,290 

16,664 

■   Not  on  500  list,     t  Plus  stock. 

All  per-share  diti  adjusted  (or  stock  splits 

and  dividends  through  May  15,  1972. 

14)  Heritage  Bancorporation:  formerly  South  Jersey  National  Bank 
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Officers  &  Directors 

PER  SHARE 

DATA:  1971 

His  Total 
Remuneration^: 

Ranked 
Among  774 

As  a  Grc 
Total 
Remuneration 

up 

Cash  Flow 

Extraordinary 

IVIarket 

Number 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

Cliief  Executive 

($) 

Others 

($) 

In  Group 

83,363 

0.09 

2.52 

i.oot 

26% 

Michael  GO'Neil 

178,025 

248 

1,231.535 

18 

28,493 

-0.81 

1.02 

1.70 

341/2 

Franklin  M  Jarman 

153,134 

340 

2.052.980 

58 

18,381 

1.07 

0.44 

351/4 

Wilton  D  Looney 

123,958 

471 

1.726.189 

36 

188,180 

1.66 

0.80t 

45'/« 

Robert  B  Pamplin 

170,000 

280 

1,744.115 

31 

21,988 

2.19 

1.25 

40^8 

John  C  Suerth 

130,240 

428 

914.579 

24 

253,123 

0.57 

6.81 

1.13 

833/, 

J  Paul  Getty 

250,000 

86 

1,238.392 

21 

9,584 

1.44 

0.55 

26^8 

Joseph  B  Danzansky 

100,000 

581 

1.422.329 

27 

6,862 

2.00 

none 

23V« 

Herbert  J  Young 

105,300 

558 

333.150 

9 

80,764 

2.13 

1.40 

40 

Vincent  C  Ziegler 

225,000 

128 

2,196,853 

38 

13,982 

1.65 

1.00 

31 

Bruce  A  Gimbel 

120,000 

485 

1,272,500 

19 

16,097 

6.28 

3.00 

551/2 

Stephens  Gardner 

100,000 

581 

441,575 

20 

60,203 

—1.94 

0.12 

1.00 

283/8 

0  Pendleton  Thomas 

75,000 

711 

1.540.839 

27 

301,470 

2.34 

0.85 

31^8 

Russell  De  Young 

374,112 

14 

2.642,323 

32 

22,846 

1.94 

0.93 

291/2 

William  T  Ylvisaker 

174,600 

269 

1,557,981 

40 

24,316 

—0.05 

1.45 

0.65 

443/8 

David  L  Kreeger 

84,550 

676 

1,323,034 

56 

101,032 

—0.23 

1.60 

1.50 

281/2 

J  Peter  Grace 

285,000 

48 

3,347,226 

54 

13.018 

—0.16 

2.00 

0.80 

20'/8 

Charles  G  Rodman 

130.180 

429 

822,218 

23 

45,789 

2.51 

1.50 

473/4 

Edward  Staley 

none 

2,385.121 

34 

100,208 

2.02 

1.30 

211/8 

William  J  Kane 

NA 

1.177.782 

24 

37,176 

2.65 

1.60 

491/4 

Peter  S  Paine 

122,400 

479 

572.426 

16 

32,725 

0.02 

2.05 

none 

28 

Stuart  Davis 

115,000 

503 

1.227.467 

37 

108,092 

1.76 

1.00 

21 

Gerald  H  Trautman 

266,687 

60 

2.482,083 

37 

3,879 

—2.58 

1.00 

153/8 

E  Clinton  Towl 

150,000 

349 

764.467 

16 

96,241 

002 

2.63 

0.53 

283/8 

Charles  GBIuhdorn 

252,250 

81 

2.925.800 

40 

21,342 

0.11 

4.12 

0.63 

473/4 

E  Grant  Pitts 

150,000 

349 

631,180 

15 

1,070,965 

2.70 

1.50 

28^8 

Ernest  D  Brocket! 

250,000 

86 

4.475.393 

61 

68,915 

1.46 

1.04 

213/4 

Floyd  R  Smith 

76,667 

702 

376,333 

20 

97,750 

3.23 

1.05 

771/4 

Loren  B  Meaders 

125.050 

451 

1.488,925 

23 

5,451 

3.20 

0.80 

26 

Jack  E  Whitaker 

69.280 

731 

416.590 

27 

19,429 

0.23 

0.68 

1.00 

203/8    . 

Albert  F  Duval 

95.000 

614 

819,000 

21 

36,708 

3.35 

1.30 

478 

Walter  A  Marting 

328,500 

24 

1,568,404 

25 

18,602 

—0.32 

5.17 

2.10 

543/8 

William  F  Murray 

156,445 

326 

1.563,626 

41 

21,904 

2.35 

1.00 

511/2 

Richard  B  Tullis 

137,951 

406 

982,321 

21 

33,943 

2.07 

1.00 

21 1/4 

Joseph  T  Simpson 

112,500 

519 

491,768 

15 

16.255 

1.18 

0.80 

29 

John  D  Gray 

130,000 

431 

1,116,000 

25 

10,334 

3.23 

1.80 

307/8 

David  C  Hewitt 

105,377 

557 

5.760.770 

329 

56,701 

2.53 

1.00 

411/8 

R  Burt  Gookin 

281.205 

50 

1.466,350 

19 

19,949 

1.88 

0.72 

31 

Franklin  A  Cole 

140.000 

393 

978,750 

13 

112,639 

0.09 

2.78 

1.20 

521/4 

Werner  C  Brown 

188,624 

224 

1,769.264 

20 

7,313 

4.58 

none 

40 

William  H  Bell  Jr 

76.304 

705 

338,467 

15 

26,436 

1.55 

1.10 

28 

Harold  S  Mohler 

120.000 

485 

647,064 

13 

28,173 

1.65 

0.85 

54 

Stuart  D  Watson 

257,500 

69 

1,709.935 

28 

39,146 

0.04 

0.92 

0.20 

47'/8 

William  R  Hewlett 

130.423 

427 

941,760 

25 

36,183 

1.77 

1.00 

5478 

William  B  Hilton 

100.800 

574 

1.204,858 

35 

18,469 

2.60 

1.20 

641/2 

David  B  Meeker 

100.002 

580 

640.842 

19 

78,391 

0.05 

1.41 

0.25 

453/4 

Kemmons  Wilson 

115.113 

502 

1.645,900 

51 

297,275 

0.20 

3.90 

1.30 

1333/8 

James  H  Dinger 

252,890 

80 

1.568,127 

25 

31,807 

0.14 

3.28 

1.40 

■    581/2 

Felix  N  Mansager 

252.912 

79 

1.131.298 

18 

22,099 

3.50 

0.75 

223/4 

Moses  B  Thompson 

253.168 

78 

1.497.412 

21 

NA  Not  available,   xr   New  CEO  in  1972.  Net  profits  and  earnings 
per  share   include  all  extraordinary  credits  or  charges  to   income. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK: 

1971 

■* 

f^ 

Assets 

Revenues 

Common 
Market  Value 

' 

Market 

Net 

Net  Profits 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

•.  ($000) 

($000) 

($000) 

88 

68 

99 

74 

Household  Finance  (Dec)tt 

2,712,183 

1,944,041 

1,195,874 

91,624 

291 

■ 

145 

137 

Houston  Lighting  &  Power  (Dec) 

1,085,479 

317,794 

931,592 

59,486 

■ 

■ 

■ 

465 

Houston  Natural  Gas  (July) 

467,926     . 

243,809 

263,406 

17,470 

■ 

■ 

384 

■ 

Howard  Johnson  (Dec) 

153,166 

299,010 

416,446 

15,765 

295 

■ 

■ 

■ 

Huntington  Bancshares  (Dec) 

1,067,606 

63,535 

75,083 

8,420 

465 

■ 

■ 

■ 

Idaho  First  National  Bank  (Dec) 

631,978 

40,179 

67,095 

6,738 

■ 

■ 

■ 

427 

Idaho  Power  (Dec) 

448,237 

81,810 

226,050 

19,407 

■ 

■ 

■ 

468 

Ideal  Basic  Industries  (Dec) 

254,938 

177,146 

214,566 

17,374 

250 

239 

440 

■ 

Illinois  Central  Industries  (Dec) 

1,252,746 

757,563 

353,274 

13,528 

340 

■ 

280 

245 

Illinois  Power  (Dec) 

889,607 

245,396 

561,355 

37,211 

■ 

■ 

498 

■ 

Illinois  Tool  Works  (Dec) 

106,706 

128,446 

289,189 

11,633 

164 

■ 

■ 

■ 

Imperial  (^rp  of  America  (Dec) 

1,735,252 

116,005 

150,751 

13,724 

76 

125 

101 

64 

INA  (Dec) 

2,997,535 

1,345,855 

1,169,630 

100,685 

■ 

399 

■ 

■ 

Indian  Head  (Nov) 

294,313 

446,065 

131,984 

13,345 

182 

■ 

■ 

■ 

Indiana  National  Corp  (Dec) 

1,562,128 

75,245 

97,048 

9,948 

■ 

■ 

■ 

452 

Indianapolis  Power  &  Light  (Dec) 

408,425 

111,710 

210,163 

18,053 

265 

■ 

■ 

■ 

Industrial  National  Corp  (Dec) 

1,180,905 

73,243 

98,532 

10,209 

455 

■ 

■ 

■ 

Industrial  Valley  Bank  &  Trust  (Dec) 

646,434 

44,341 

53,807 

6,348 

392 

231 

167 

122 

Ingersoll-Rand  (Dec) 

762,180 

802,295 

840,713 

64,725 

221 

143 

260 

189 

Inland  Steel  (Dec) 

1,376,583 

1,253,610 

603,769 

47,779 

■ 

220 

350 

287 

Interco  (Nov) 

437,917 

847,393 

453,573 

31,495 

■ 

483 

■ 

■ 

Interlake  (Dec) 

348,985 

353,119 

112,308 

12,524 

19 

8 

1 

4 

International  Business  Machines  (Dec) 

9,576,??? 

8,273,603 

38,877,191 

1,078,847 

■ 

■ 

146 

477 

International  Flavors  &  Fragrances  (Dec) 

117,660 

112,339 

925,359 

16,874 

112 

35 

177 

202 

International  Harvester  (Oct) 

2,274,953 

3,016,288 

815,677 

45,163 

■ 

349 

■ 

■ 

International  Minerals  &  Chemical  (June) 

556,547 

517,556 

185,963 

14,529 

■ 

392 

■ 

■ 

International  Multifoods  (Feb) 

206,636 

457,462 

84,714 

8,568 

134 

65 

74 

162 

International  Paper  (Dec) 

2,037,922 

1,987,299 

1,558,025 

54,576 

16 

7 

23 

15 

International  Telephone  &  Telegraph  (Dec)tt 

10,332,181 

8,810,721 

4,376,024 

336,834 

212 

166 

333 

179 

International  Utilities  (Dec) 

1,406,786 

1,098,834 

471,141 

50,051 

■ 

261 

■ 

■ 

Interstate  Stores  (Jan) 

286,223 

708,433 

62,859 

1,463 

158 

■ 

■ 

248 

Investors  Diversified  Services  (Dec) 

1,788,627 

254,459 

183,993 

36,967 

■ 

185 

■ 

■ 

Iowa  Beef  Processors  (Oct) 

130,370 

1,015,147 

52,834 

3,773 

189 

466 

274 

226 

Jefferson  Pilot  (Dec) 

1,505,502 

359,585 

575,808 

39,951 

■ 

76 

342 

328 

Jewel  Companies  (Jan) 

518,015 

1,809,761 

465,066 

26,637 

372 

271 

330 

281 

Jim  Waiter  (Aug) 

808,973 

690,043 

475,228 

32,449 

449 

274 

208 

212 

Johns-Manville  (Dec) 

653,709 

685,123 

741,487 

42,724 

363 

157 

18 

62 

Johnson  &  Johnson  (Dec) 

830,020 

1,156,238 

5,521,812 

101,821 

■ 

■ 

479 

462 

Jonathan  Logan  (Dec) 

226,170 

301,548 

312,056 

17,537 

■ 

■ 

450 

■ 

Joy  Manufacturing  (Sept)                    '^M 

246,159 

300,850 

340,837 

15,528 

168 

206 

412 

425 

Kaiser  Aluminum  &  Chemical  (Dec) 

1,670,154 

911,922 

383,562 

19,501 

441 

459 

■ 

■ 

Kaiser  Industries  (Dec) 

660,509 

373,104 

231,166 

5,253 

411 

380 

■ 

■ 

Kaiser  Steel  (Dec) 

727,325 

469,895 

134,137 

355 

■ 

■ 

■ 

412 

Kansas  City  Power  &  Light  (Dec) 

521,812 

130,474 

185,879 

20,181 

■ 

■ 

■ 

472 

Kansas  Power  &  Light  (Dec) 

302,467 

107,685 

174,564 

17,130 

■ 

■ 

264 

■ 

Kaufman  &  Broad  (Nov)                     '^A. 

243,853 

227,434 

599,781 

9,938 

■ 

382 

■ 

■ 

Kayser-Roth  (June)                             '^^i 

362,846 

469,333 

143,538 

9,395 

■ 

277 

132 

160 

Kellogg  (Dec)                                    ^^m 

378,282 

677,051 

982,098 

55,052 

■ 

449 

■ 

■ 

Kelsey-Hayes  (Aug)                             ^^ 

239,550 

385,260 

99,110 

6,022 

■   Not  on  500  list. 

t  Plus  stock,      tt 

Figures  include  unconsolidated  subsidiaries. 

All  per  shire  data  adjusted  tor 

stock  split 

s  and  dividends  through  May  15,  1972. 
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The  Dimensions  of  American  Business 


1 , 

'1 

\                     WHERE  THEY  RANK: 

1971 

r 

A, 

- 

Assets 

.  Revenues 

Common 
Market  Value 

Market 

Net 

Net  Profits 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

•  ($000) 

($000) 

($000) 

. 

■ 

493 

■ 

Kendall  (Dec) 

194,428 

294,388 

293,760 

11,741 

';             154 

176 

182 

77     : 

Kennecott  Copper  (Dec) 

1,842,019 

1,053,407 

807,105 

87,219 

391 

309 

136 

223      1 

Kerr-McGee  (Dec) 

762,504 

603,254 

960,539 

40,689 

■ 

263 

481 

324      \ 

Waiter  Kidde  (Dec) 

556,155 

702,922 

309,198 

27,203 

324 

198 

237 

■ 

Kimberly-Clark  (Dec) 

938,469 

938,023 

660,144 

—10,812 

■ 

319 

352 

Til 

Kinney  Services  (Sept) 

578,931 

584,711 

450,313 

41,133 

,                    ■ 

■ 

432 

496 

Knight  Newspapers  (Dec) 

212,306 

271,355 

360,774 

16,055 

■ 

313 

■ 

442 

Koppers  (Dec) 

430,702 

598,444 

198,108 

18,693 

270 

40 

86 

75 

Krattco  (Dec) 

1,163,791 

2,959,636 

1,311,992 

91,347 

288 

30 

27 

67 

S  S  Kresge  (Jan) 

1,095,948 

3,139,637 

3,623,600 

96,116 

398 

24 

365 

282 

Kroger  (Dec) 

756,418 

3,710,503 

436,670 

32,213 

■ 

354 

■ 

■ 

Lear  Siegler  (June) 

382,709 

511,979 

110,601 

6,200 

258 

316 

■ 

286 

Leasco  (^rp  (Sept) 

1,201,254 

590,876 

223,188 

31,498 

■ 

■ 

235 

■ 

Levitz  Furniture  (Jan) 

44,071 

183,786 

661,794 

9,184 

■ 

342 

302 

183 

Libbey-Owens-Ford  (Dec) 

434,616 

530,892 

519,402 

49,511 

■ 

454 

■ 

■ 

Ubby,  McNeill  &  Libby  (June) 

268,453 

375,838 

69,269 

12,517 

349 

■ 

300 

423 

Liberty  National  Life  Insurance  Ala  (Dec) 

864,926 

192,367 

521,771 

19,507 

484 

317 

348 

255 

Liggett  &  Myers  (Dec) 

597,925 

588,153 

455,735 

35,868 

379 

251 

26 

66 

Eli  Lilly  (Dec) 

787,301 

740,147 

3,873,643 

96,149 

114 

■ 

■ 

■ 

Lincoln  First  Banks  (Dec) 

2,216,868 

123,464 

104,709 

14,387 

65 

196 

175 

110 

Lincoln  National  Corp  (^c) 

3,322,356 

950,097 

822,269 

69,034 

138 

46 

228 

180 

Litton  Industries  (July) 

1,976,038 

2,466,120 

675,544 

50,003 

198 

41 

■ 

■ 

Lockheed  Aircraft  (Dec) 

1,471,175 

2,852,365 

110,750 

15,429 

273 

337 

229 

121 

Loews  (Aug) 

1,153,959 

552,105 

674,014 

64,928 

■ 

■ 

396 

278 

Lone  Star  Gas  (Dec) 

560,555 

260,968 

400,329 

33,227 

■ 

456 

■ 

440 

Lone  Star  Industries  (Dec)*" 

384,628 

374,783 

276,878 

18,929 

272 

494 

316 

175 

Long  Island  Lighting  (Dec) 

1,158,544 

346,182 

499,579 

50,221 

■ 

■ 

435 

■ 

Longs  Drug  Stores  (Jan) 

44,154 

197,981 

357,500 

7,671 

■ 

■ 

53 

135 

Louisiana  Land  &  Exploration  (Dec) 

238,329 

133,961 

1,852,259 

59,650 

■ 

■ 

■ 

400 

Louisville  Gas  &  Electric  (Dec) 

396,799 

134,268 

279,010 

20,661 

■ 

401 

■ 

■ 

M  Lowenstein  &  Sons  (Dec) 

312,016 

444,078 

104,997 

8,932 

1         T 

■ 

393 

■ 

Lowe's  (July) 

69,086 

169,723 

404,160 

6,548 

142 

28 

■ 

■ 

LTV  Gorp  (Dec) 

1,961,469 

3,358,760 

76,884 

—57,367 

■ 

■ 

115 

365 

Lubrizol  (Dec) 

156,349 

200,872 

1,086,174 

23,400 

■ 

78 

268 

294 

Lucky  Stores  (Jan) 

364,777 

1,793,613 

593,646 

30,763 

204 

209 

■ 

■ 

Lykes-Youngstown  (Dec) 

1,439,094 

901,687 

77,366 

8,959 

474 

194 

335 

363 

R  H  Macy  (July) 

615,721 

956,976 

470,470 

23,576 

■ 

298 

188 

272 

Magnavox  (Dec) 

311,235 

627,901 

793,110 

33,960 

■ 

388 

■ 

■ 

Malone  &  Hyde  (June) 

70,685 

461,379 

162,792 

5,992 

8 

292 

137 

87 

Manufacturers  Hanover  Corp  (Dec) 

14,277,168 

641,872 

959,000 

79,963 

104 

■ 

■ 

■ 

Manufacturers  National  Bank  Detroit  (Dec) 

2,382,454 

121,657 

104,805 

14,063 

217 

155 

124 

113 

Marathon  Oil  (Dec) 

1,391,423 

1,182,533 

1,012,061 

68,214 

;                106 

1             

152 

36 

■ 

166 

■ 

143 

■ 

Marcor  (Jan) 

2,370,802 

2,998,577 

842,157 

57,512 

Marine  Bancorporation  (Dec) 

1,871,058 

114,928 

93,728 

10,788 

376 

■ 

■ 

■ 

Marine  Corporation  (Dec) 

791,788 

47,748 

37,026 

4,076 

22 

375 

389 

205 

Marine  Midland  Banks  Buffalo  (Dec) 

9,189,944 

477,005 

406,866 

44,409 

■ 

■ 

163 

357 

Marlennan  (Dec) 

121,490 

164,929 

861,851 

24,035 

■ 

489 

213 

■ 

Marriott  (July) 

369,936 

347,346 

723,035 

13,707 

352 

■ 

■ 

■ 

Marshall  &  llsley  Corp  (Dec)'* 

859,539 

45,348 

53,712 

6,099 

■  Not  on  500  list,     t  Plus  stock. 

All  par-share  datt  adjusted  for  stock  splits 

1 

and  dividends  through  May  15,  1972. 

15)  Lone  Star  Industries;  formerly  Lone  Star  Cement 

16)  Marshall  &  llsley  Corp:  formerly  Marshall  &  llsley  Bank  Stock 

1 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

PER  SHARE  DATA:  1971 

His  Total 
Remuneration^ 

Ranked 
Among  774 

As  a  Gro 
Total 
Remuneration 

up 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Chg  (— ) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

19.835 

0.03 

1.76 

0.60 

45 

Willard  IVI  Bright 

157,326 

323 

911,893 

21 

159,768 

2.63 

1.75 

243/8 

Frank  R  Milliken 

225,000 

128 

1,531,837 

35 

86,528 

1.77 

0.55 

43'/4 

Dean  A  McGee 

175,000 

259 

1,759,627 

46 

36,758 

0.01 

2.46 

none+ 

315/8 

Fred  R  Sullivan 

225,000 

128 

1,489,000 

25 

32,485 

—1.81 

—0.46 

1.20 

283/8 

Darwin  E  Smith 

120,800 

482 

1,386,341 

30 

44,986 

0.04 

2.19 

0.25 

31 V4 

Steven  J  Ross 

240,000 

105 

1,630,087 

30 

21,957 

1.54 

0.25 

36'/8 

James  L  Knight 

100,000 

581 

870,192 

16 

41,916 

0.03 

3.29 

1.60 

36 

Fletcher  L  Byrom 

236,250 

110 

1.783,885 

36 

132,080 

3.25 

1.70 

463/4 

Gordon  Edwards 

318,616 

26 

1,967,164 

28 

123,758 

2.56 

0.49 

100 

Harry  B  Cunningham 

309.265 

32 

2,332,895 

25 

69,885 

—0.30 

2.41 

1.30 

32»/2 

James  P  Herring 

160,000 

310 

1,333,500 

26 

16.952 

0.06 

0.28 

9 

Robert  T  Campion 

98,000 

605 

847,233 

17 

61,087 

0.13 

1.98 

none 

21 

Saul  P  Steinberg 

150,000 

349 

1,756,000 

33 

9,184 

1.68 

none 

1183/4 

Ralph  Levitz 

NA 

NA 

72.860 

3.97 

2.00 

483/8 

Robert  G  Wingerter 

236.214 

111 

1,636,606 

33 

17,865 

1.43 

1.49 

none 

m 

David  E  Guerrant 

89.654 

649 

871,568 

33 

20,009 

1.30 

0.35 

343/4 

Frank  P  Samford  ir 

80,119 

691 

1,008,707 

89                   ; 

45.344 

4.22 

2.50 

56'/8 

Milton  E  Harrington 

200,004 

178 

1,568,787 

22 

119,568 

1.42 

0.70 

56^8 

Eugene  N  Beesley 

336,000 

20 

3,008,237 

29 

16.733 

3.87 

1.88 

33 

Wilmot  R  Craig 

125,000 

452 

903.722 

39 

72,410 

028 

5.80 

2.00 

Wh 

Thomas  A  Watson 

NA 

822,104 

21 

119,668 

1.30 

nonet 

21 '/8 

Charies  B  Thornton 

200,000 

179 

3,193,341 

46 

70,011 

0.34 

1.36 

none 

93/4 

Daniel  J  Haughton 

132,750 

420 

3,949,156 

101 

76,913 

1.28 

4.48 

1.00 

463/8 

Laurence  A  Tisch 

169,000 

285 

827,659 

16 

55,701 

2.26 

1.30 

27 

William  C  McCord 

75,000 

711 

735,071 

33 

37,180 

—0.23 

1.72 

1.00 

255/8 

John  R  Kringel 

180,150 

235 

1,014,840 

20 

80,758 

2.11 

1.37 

243/4 

John  J  Tuohy 

126,740 

444 

928,264 

24 

8,381 

1.48 

0.38 

683/4 

Joseph  M  Long 

NA 

NA 

78,697 

1.65 

0.99 

51 '/8 

Ford  M  Graham 

NA 

NA 

33,542 

2.65 

1.68 

373/4 

B  Hudson  Milner 

87,917 

659 

402,817 

16 

20,176 

2.71 

0.90 

313/4 

Robert  Bendheim 

143,000 

390 

2,394,383 

52 

8,175 

1.04 

0.11 

64 

Edwin  Duncan 

50,000 

767 

495,000 

7 

15,540 

—6  18 

—9.28 

none 

103/4 

W  Paul  Thayer 

281,764 

49 

1,684,087 

16 

31,500 

1.16 

0,38 

53'/8 

M  Roger  Clapp 

112,544 

517 

820,167 

20 

44,432 

1.02 

0.49t 

193/4 

William  H  Dyer  Jr 

301,096 

35 

2,046,964 

26 

•      55,191 

-0.22 

—0.53 

none 

85/8 

Joseph  T  Lykes  Jr 

123,950 

472 

799,947 

24 

39,766 

2.35 

1.00 

481/8 

Donald  B  Smiley 

125,000 

452 

1,538,300 

35 

46,515 

—0.04 

1.95 

1.20 

453/8 

Robert  H  Piatt 

199,588 

200 

1,160,911 

27 

8.481 

1.04 

0.29 

28 

Joseph  R  Hyde  \\\ 

61,320 

752 

493,327 

17 

86,352 

2.86 

1.56 

341/4 

Gabriel  Hauge 

200,000 

179 

2,396,241 

57 

16,119 

6.85 

2.50 

51 

Roland  A  Mewhort 

68,250 

735 

726,967 

30 

161,893 

—0.68 

2.28 

1.60 

333/4 

James  C  Donnell  II 

228,500 

124 

1,737,675 

22 

121.259 

1.64 

0.80 

305/8 

Leo  H  Schoenhofen 

249,189 

97 

1,498,042 

12 

10,788 

—0.04 

2.90 

0.80 

251/4 

Andrew  Price  Jr 

56,250 

760 

352,840 

15 

5,338 

3.34 

1.60 

301/4 

John  C  Geilfuss 

75,071 

710 

456,252 

29 

52,272 

3.42 

1.70 

325/8 

Charles  A  Winding 

106,455 

553 

1,446,914 

42 

26,020 

1.85 

1.10 

.  653/4 

William  FSouderJr 

165,000 

293 

1,700,000 

26 

28,108 

0.51 

nonet 

255/8 

J  Willard  Marriott 

115,000 

503 

1,493,318 

34 

7,181 

4.09 

1.75 

36 

John  A  Puelicher 

113,700 

512 

296,361 

13 

NA  Not  available,   it   New  CEO  in  1972.  Net  profits 
per  share   include  all   extraordinary  credits  or  charges 

ind  earnings 
to  income. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1971 


Market         Net 
Assets    Revenues   Value       Profits 


Company  (and  month  fiscal  year  ended) 


Assets 
($000) 


Revenues 
($000) 


Common 

Market  Value 

($000) 


Net  Profits 
($000) 


305 
228 


384 
193 


472 

338 

■ 

398 
319 


437 
151 


414 


Marshall  Field  (Jan) 
Martin  Marietta  (Dec) 
Maryland  National  (Dec) 
Masco  (Dec) 
Masonite  (Aug) 


291,030 

1,030,092 

1,342,150 

96,932 

190,275 


466,689 

958,843 

78,344 

90,689 

212,521 


319,270 
468,631 
212,910 
397,563 
495,180 


19,052 
56,466 
13,835 
9,649 
20,003 


■  ■  341  ■  Mattel  (Jan) 

320  132  191  219  May  Department  Stores  (Jan) 

■  287  ■  376  Oscar  Mayer  (Oct) 

■  ■  297  ■  Maytag  (Dec) 

■  ■  ■  480  MCA  (Dec) 


237,313 
951,927 
219,526 
101,971 
351,673 


272,358 
1,310.798 
651,708 
132,310 
326,084 


465,321 
781,976 
267,844 
529,261 
218,869 


-29,945 
41,981 
22,404 
12,027 
16,680 


■  ■  404          ■  McCulloch  Oil  (Dec) 

■  ■  78  334  McDonald's  Corp  (Dec) 
125           56  128           85  McDonnell  Douglas  (Dec) 

■  280  328  330  McGraw-Edison  (Dec) 

■  431  359  418  McGraw-Hill  (Dec) 


276,486 
319,340 
2,119,554 
435,874 
352,290 


104,947 
276,335 
2,088,295 
664,057 
404,944 


390,712 
1,421,297 
992,784 
476,555 
443,213 


15,386 
25,798 
80,915 
26,316 
19,753 


347 
32 
■ 

175 
386 


454 


463 


173 


352 


265 
374 
491 
204 
419 
170 


35  ■ 

■  407 
167  109 

■  ■ 
165  ■ 


457  367  Mead  (Dec)  868,906  1,055,993  332,424  23,308 

307  201  Mellon  National  Bank  &  Trust  (Dec)  6,433,010  306,082  512,449  45,176 

214  352  Melville  Shoe  (Dec)  209,976  512,710  721,858  24,535 

■  500  Mercantile  Bancorporation  (Dec)"  1,594,026  87,536  174,616  15,776 

■  ■  Mercantile  National  Bank  Dallas  (Dec)  772,767  40,275  98,000  9,221 


■  438  421  469  Mercantile  Stores  (ian)  201,891  398,536  372,922  17,251 
453  B  ■  ■  Merchants  National  Bank  &  Trust  Ind  (Dec)  648,968  32,530  35,041  4,474 
421  223           22           48  Merck  (Dec)  709,224  828,515  4,521,536  127,176 

81  278  113  108  Merrill  Lynch,  Pierce,  Fenner  &  Smith  (Dec)  2,867,558  676,020  1,092,819  70.033 

■  ■            ■  489  Metro-Goldwyn-Mayer  (Aug)  249,698  169,289  111,268  16.358 


■  ■  142  485  MGICinvestment  (Dec)  337,436  72,274  936,768  16,406 

237  ■  ■  ■  Michigan  National  Bank  Lansing  (Dec)  1,303,761  87,525  77,000  10,003 

137  359  127  119  Middle  South  Utilities  (Dec)  2,006,592  506,265  995,247  65,797 

317  ■  ■  ■  Midlantic  Banks  (Dec)  959,073  53,300  78.200  9,811 

163  73  10  21  Minnesota  Mining  &  Manufacturing  (Dec)  1,745,193  1,829,232  7,597,935  210,715 

207  310  ■  ■  Missouri  Pacific  Railroad  (Dec)  1,417,660  602,620  132,810  11.641 


24  9  17  9  Mobil  Oil  (Dec) 

■  475  ■  ■  Mohasco  Industries  (Dec) 

■  ■  290  457  Monroe  Auto  Equipment  (June) 
122  57  72  70  Monsanto  (Dec) 

■  ■  ■  415  Montana  Power  (Dec) 
497  ■  343  396  Monumental  Corp  (Dec) 


8,552,273 

247,972 

98,137 

2,153,500 
339,871 
585,609 


8,243,033 
355,548 
113,575 

2,087,100 

88,227 

113,232 


5,546,786 
250,374 
553,816 

1,605,495 
225,450 
463,300 


82 

■ 

446 
104 

■ 
158 


55 

■ 

385 
284 

■ 
181 


J  P  Morgan  &  Co  (Dec) 
Morrison-Knudsen  (Dec) 
Morton-Norw.ch  Products  (June) 
Motorola  (Dec) 
G  C  Murphy  (Dec) 
Nabisco  (Dec)^' 


13,615,876 
148,277 
366,431 
646,741 
181,412 
633,456 


698,089 
477,304 
347,003 
923,117 
413,998 
1.070,364 


1,369,539 

47,082 

344,849 

1,150,940 
103,970 
872,697 


265 


242 
475 


473 
246 


377 


Naico  Chemical  (Dec) 
National  Bank  of  Detroit  (Dec) 
National  Can  (Dec) 
National  Cash  Register  (Dec) 
National  Chemsearch  (Apr) 
National  City  Bank  Cleveland  (Dec) 


120,892 
5,666,148 

282,244 

1,689,298 

40,460 

1,719.350 


180,911 

276,206 

435,883 

1,465,701 

69,411 

89,072 


596,820 
288,000 
101,130 
648,688 
317,068 
211,185 


■   Not  on  500  list,     t  Pius  slock. 

All  per-share  data  adjusted  for  stock  splits  and  dividends  through  May  15,   1972. 


17)  Mercantile  Bancorporation:  formerly  Mercantile  Trust  NA 

18)  Nabisco:  formerly  National  Biscuit 


540,795 
11.339 
17,788 
93,700 
19,959 
20,975 


114,443 

5,364 

21,785 

31,750 

8,301 

49,892 


17,061 
37,149 
13.199 
1,284 
6,566 
22,391 


i 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 

As  a  GrouD 

PER  SHARE  DATA:  1971 

His  Total 
Remuneration^ 

Ranked 
Among  774 

Total 
Remuneration 

Cash  Flow 

Extraordinary 

Market 

Number 

($000) 

Cdt/Chg  (— ) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

25,235 

2.08 

1.10 

35 

Gerald  A  Sivage 

202,500 

172 

1,025,767 

19 

102.823 

0.41 

2.42 

1.10 

201/8 

George  M  Bunker 

200,000 

179 

1,264,478 

24 

15,573 

3.82 

1.20 

583/4 

Robert  D  Harvey 

75,000 

710 

212,405 

26 

13,194 

0.96 

0.14 

39V4 

Richard  A  Manoogian 

100,000 

581 

480,000 

14 

29.626 

2.57 

0.72 

63 

John  M  Coates 

145,166 

377 

798,232 

16 

—29.945 

—0.18 

—1.84 

0.10 

27V4 

Elliot  Handler 

125,060 

450 

1,250,139 

27 

68,683 

2.75 

1.60 

52 

Stanley  J  Goodman 

216,538 

144 

4,183,528 

51 

29,414 

2.40 

0.60 

285/8 

Oscar  G  Mayer  Jr# 

225,269 

127 

3,019,337 

25 

17,232 

0.90 

1.30 

3972 

Emerson  G  Higdon 

123,561 

473 

594,265 

18 

22,351 

2.04 

0.60 

263/4 

Lew  R  Wasserman 

250,000 

86 

2,285,000 

22 

21,676 

1.04 

none 

28 

CVWoodJr 

100,000 

581 

480,728 

25 

35,757 

1.37 

none 

753/4 

Ray  A  Kroc 

175,000 

259 

1,370,627 

29 

128.505 

2.71 

0.40 

343/8 

James  SMcDonne!l# 

118,333 

494 

1,887,736 

41 

40,623 

—0.24 

1.90 

1.40 

34V4 

Raymond  H  Giesecke# 

137,500 

407 

701,575 

23 

23,953 

0,79 

0.60 

19 

Shelton  Fisher 

150,000 

349 

1,868,500 

29 

56,186 

0.91 

1.00 

2OV4 

James  W  McSwiney 

150,000 

349 

1,581,576 

39 

50.546 

4.52 

2.40 

51'/« 

John  A  Mayer 

150,000 

349 

1,104,249 

38 

32.011 

1.04 

0.40 

30^8 

Francis  C  Rooney  Jr 

180,000 

236 

994,900 

20 

17,182 

3.17 

1.00 

351/4 

Donald  E  Lasater 

NA 

NA 

9,608 

2.31 

1.00 

241/2 

John  D  Francis 

94,250 

624 

1,872,988 

23.486 

5.85 

1.40 

1261/2 

Harold  W  Jockers 

NA 

NA 

5,406 

4.28 

1.00 

331/2 

Robert  E  Sweeney 

60,000 

755 

190,400 

9 

157,733 

3.48 

2.20 

124 

Henry  W  Gadsden 

275,000 

53 

3,206,415 

53 

75.418 

—0.20 

2.27 

0.20 

341/8 

Donald  T  Regan 

293,100 

44 

22,034,192 

305 

18,474 

1.44 

2.76 

none 

18'/8 

James  T  Aubrey  Jr 

208,000 

158 

1,123,934 

22 

16,406 

1.63 

0.18 

891/4 

Max  H  Karl 

NA 

570,064 

21 

11,869 

4.55 

1.00 

35 

Stanford  C  Stoddard 

NA 

698,515 

35 

123.929 

1.68 

1.02 

243/4 

Gerald  L  Andrus 

107,575 

548 

638,271 

17 

10.973 

4.97 

2.00 

40 

Gustave  E  Wiedenmayer 

NA 

NA 

293,907 

3.75 

1.85 

135    • 

Harry  Heltzer 

288,320 

47 

2,891,322 

38 

49.067 

—3.23 

6.15 

5.00 

71i/« 

Downing  B  ienks 

166,000 

289 

994,752 

28 

939,187 

5.33 

2.55 

545/8 

Rawleigh  Warner  Jr 

410,000 

3 

3,213,013 

28 

18,991 

2.07 

1.10 

421/4 

Herbert  L  Shuttleworth  II 

128,706 

436 

748,723 

19 

20,346 

1.40 

0.70 

431/4 

Charles  S  Mclntyre 

NA 

NA 

280.600 

2.65 

1.80 

4878 

Edward  J  Bock# 

152,000 

343 

1,978,017 

32 

26,886 

2.49 

1.68 

30 

John  E  Corette 

125,000 

452 

700,338 

25 

20,975 

0.04 

2.27 

0.50 

50 

Frank  Baker  Jr 

87,500 

660 

795,650 

21 

119,542 

6.26 

2.72 

7478 

Ellmore  C  Patterson 

214,750 

151 

1,408,127 

33 

13,776 

2.17 

nonet 

19 

Bertram  L  Perkins 

90,000 

639 

1,308,224 

28 

34.465 

1.75 

0.80 

273/4 

Lewis  F  Bonham# 

166,275 

288 

779,629 

15 

58,989 

2.37 

0.60 

853/8 

Robert  W  Galvin 

125,000 

452 

2,162,735 

36 

14.172 

2.10 

1.20 

263/8 

Edgar  L  Paxton 

104,976 

563 

578,235 

15 

73,170 

3.31 

2.20 

5778 

Lee  S  B'ckmore 

221,320 

138 

1,924,528 

40 

25,295 

1.71 

0.78 

60 

Robert  T  Powers 

110,313 

529 

704,400 

17 

39,779 

6.19 

2.20 

48 

Robert  M  Surdam 

140,000 

393 

1,449,523 

51 

22.836 

1.69 

0.45 

165/8 

Robert  Stuart 

128,400 

437 

995,318 

28 

142,142 

0.04 

0.72 

293/8 

Robert  S  Oelman 

215,000 

146 

2,205,056 

47 

7,318 

1.14 

0.29 

•       5478 

Lester  A  Levy 

100,000 

581 

425,000 

6 

23,337 

6.20 

2.60 

581/2 

John  S  Fangboner 

135,600 

411 

652,278 

31 

NA  Not  available.   £   New  CEO  in  1972.   Net  profits  and  earnings 
per  share  include  all   extraordinary  credits  or  charges  to   income. 
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Westinghouse  growth  report: 
Multinational  business,  2V2  times 


1967  foreign  manufacturing  and  export  sales  were  about  $390  million. 


In  1967,  foreign  sales  accounted 
for  12%  of  the  Westinghouse 
total.  Last  year,  they  came  to  21  % . 

In  this  time,  ourexport  business 
grew  much  faster  than  domestic 
sales.  Our  foreign  manufacturing 
operations  grew  faster  still. 

Return  on  our  foreign  invest- 
ment compares  favorably  with 
domestic  operations. 

No  single  way  to  grow 

In  some  cases,  our  technology  is 
so  advanced  that  we  can  do  the 
manufacturing  in  the  U.S.,  and 
simply  export  products.  Examples 
are  airborne  radar  and  steel  mill 
controls. 

More  often  these  days,  the  re- 


strictions that  other  countries  put 
on  imports  make  this  impossible. 
To  do  business  in  those  countries, 
we  must  manufacture  there. 

It  works  best,  we  have  found, 
to  have  the  manufacturing  plants 
owned  by  an  operating  subsidiary. 
Westinghouse  has  a  majority  in- 
terest, local  people  hold  a  sub- 
stantial minority,  and  as  much  as 
possible  of  the  management  is 
foreign  nationals  rather  than 
Americans. 

In  1967,  we  had  six  such  sub- 
sidiaries; now  we  have  28. 

(Has  this  decreased  our  U.S. 
employment?  The  opposite.  The 
effect  has  been  to  stimulate  our 
exports,  which  have  increased  by 


more  than  half  in  the  past  four 
years,  thus  creating  more  jobs  in 
this  country.) 

Companies  that 
need  us 

In  Europe,  South  America,  and 
Australia,  we  found  opportunities 
that  seemed  tailormade  for  us— 
where  a  local  manufacturer  has 
carved  out  a  significant  share  in 
his  local  marketplace,  but  now 
faces  the  competition  of  multina- 
tional companies  in  a  broadened 
and  rapidly  growing  market.  To 
survive,  he  needs  capital,  sophis- 
ticated management  techniques, 
new  technology. 
As  part  of  Westinghouse,  these 


bigger  in  4  years,  nears^l  billion 


1971  foreign  manufacturing  and  export  sales  were  about  $960  million. 


manufacturers  can  meet  their 
competition  and  grow. 

Developing  international  busi- 
ness, we  stay  flexible— each  coun- 
try has  its  own  rules.  Forexample, 
our  nuclear  power  plants  for  cer- 
tain countries  will  be  produced 
through  a  "manufacturing  part- 
nership" arrangement  with  local 
companies.  This  meets  some  es- 
sential government  needs. 

New  organization  for 
international  growth 

Before  we  developed  this  new 
growth  pattern,  we  relied  on  an 
international  sales  force  to  sell  all 
our  products  and  services  in  other 
countries.  This  way  of  doing  busi- 


ness has  been  replaced  by  a 
direct  line  setup. 

Each  of  our  four  Presidents  now 
has  direct  responsibility  for  de- 
veloping his  own  international 
growth— both  manufacturing  and 
sales. 

Supporting  them  isa  newWorld 
Regions  organization.  This  puts  a 
Corporate  Vice  President  in  each 
of  four  major  market  regions— 
Africa-Near  East,  Europe,  Far 
East,  and  Western  Hemisphere. 
These  men  serve  as  official  West- 
inghouse  spokesmen,  and  coor- 
dinate all  our  activities  in  their 
regions.  (This  parallels  our  suc- 
cessful support  organization  in 
the  U.S.,  where  we  have  seven 


Regional  Vice  Presidents.) 

This  reorganization  is  strongly 
accelerating  our  overseas  growth. 
Our  multinational  business  is 
profitable.  We  expect  it  to  be  an 
increasingly  important  contribu- 
tor to  Westinghouse  earnings 
over  the  decade. 


You  can  be  sure...if  it's  Westinghouse 
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The  Dimensions  of  American  Business 

WHERE  THEY  RANK: 

1971 

- 

J\ 

Assets 

Revenues 

Common 

Market  Value 

Net  Profits           j 

' 

Market 

Net 

Assets 

Ret/enues 

Value 

Profits 

Company  (and  montti  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

327 

260 

376 

297 

National  Distillers  &  Chemical  (Dec) 

932,235 

709,800 

422,386 

30,472 

306 

333 

■ 

430 

National  General  (Dec) 

1,021,526 

559,745 

123,425 

19,341                  1 

■ 

391 

469 

392 

National  Gypsum  (Dec) 

442,883 

457,626 

320,437 

21,318 

■ 

412 

■ 

■ 

National  Industries  (Dec) 

263,924 

427,038 

50,324 

7,348 

■ 

■ 

374 

■ 

National  Liberty  (Dec) 

190,208 

84,813 

423,605 

13,845                i 

■ 

■ 

416 

413 

National  Service  Industries  (Aug) 

164,599 

335,813 

380,811 

20.088 

153 

105 

170 

186 

National  Steel  (Dec) 

1,842,898 

1,522,074 

835,706 

48,655 

■ 

100 

■ 

■ 

National  Tea  (Mar) 

275,112 

1,590,855 

101,436 

7,636 

126 

■ 

460 

487 

NCNB  (Dec) 

2,114,259 

127,846 

332,153 

16,392 

■ 

417 

■ 

■ 

J  J  Newberry  (Jan) 

175,206 

420,561 

32,319 

—5,635 

256 

480 

419 

283 

New  England  Electric  System  (Dec) 

1,210,456 

353,890 

373,954 

32,125 

267 

■ 

■ 

■ 

New  England  Merchants  Co  Boston  (Dec) 

1,178,219 

72,354 

59,784 

6,724 

447 

■ 

■ 

■ 

New  Jersey  Bank  N  A  (Dec) 

655,247 

36,146 

40,526 

4,826 

443 

■ 

■ 

■ 

New  Jersey  National  Corp  (Dec)'° 

659,579 

33,538 

53,550 

6,194 

407 

■ 

226 

163 

Newmont  Mining  (Dec) 

744,566 

197,460 

684,121 

54,520 

■ 

■ 

267 

■ 

New  Process  (Dec) 

32,912 

122,327 

594,393 

11,101 

394 

■ 

■ 

333 

New  York  State  Electric  &  Gas  (Dec) 

760,447 

221,062 

270,989 

26,040 

160 

325 

279 

149 

Niagara  Mohawk  Power  (Dec) 

1,774,191 

571,382 

565,329 

56,806 

380 

202 

445 

■ 

NL  Industries  (Dec)^° 

782,420 

925,008 

344,885 

3,257 

141 

450 

276 

195 

NLT  Corp  (Dec) 

1,963,631 

384,082 

574,248 

46,116 

85 

174 

210 

133 

Norfolk  &  Western  Railway  System  (Dec) 

2,789,703 

1,055,778 

739,708 

60,432 

1                    ■ 

332 

■ 

■ 

North  American  Philips  (Dec) 

414,322 

560,735 

233,704 

7,971                 1 

\                   220 

53 

232 

112 

North  American  Rockwell  (Sept) 

1,381,228 

2,210,704 

668,299 

68,629 

166 

426 

266 

178 

Northeast  Utilities  (Dec) 

1,718,670 

407.948 

596,747 

50,126 

393 

457 

442 

236 

Northern  Illinois  Gas  (Dec) 

762,047 

374,437 

349,828 

38,544                 1 

353 

■ 

309 

218 

Northern  Indiana  Public  Service  (Dec) 

859,078 

325,677 

509,039 

42,040 

\                   192 

320 

318 

84 

Northern  Natural  Gas  (Dec) 

1,493,151 

581,846 

497,406 

81,993 

i                   205 

445 

303 

142 

Northern  States  Power  (Dec) 

1,433,648 

386,589 

518,350 

58,202 

- 

306 

■ 

■ 

Northrop  (July) 

409,931 

610,094 

93,507 

14,077 

41 

■ 

360 

240 

Northwest  Bancorporation  (Dec) 

5,056,217 

290,071 

442,963 

37,798 

368 

331 

■ 

190 

Northwest  Industries  (Dec) 

817,364 

565,761 

250,898 

47,747 

322 

410 

176 

350 

Northwest  Airlines  (Dec) 

944,302 

428,861 

816,919 

24,584 

395 

■ 

■ 

■ 

Northwestern  Financial  (Dec) 

759,380 

56,745 

67,977 

6,475 

■ 

■ 

■ 

466 

Northwestern  Steel  &  Wire  (July) 

165,188 

168,646 

215,172 

17,453 

■ 

490 

■ 

■ 

Norton  (Dec) 

325,507 

347,323 

173,215 

11,382 

377 

177 

211 

220 

Norton  Simon  (June) 

791,375 

1,052,404 

737,083 

41,812 

105 

■ 

■ 

455 

Nortrust  Corporation  (Dec)^' 

2,370,927 

132,830 

193,192 

17,806 

94 

47 

240 

■ 

Occidental  Petroleum  (Dec) 

2,580,028 

2,411,689 

654,360 

—67,002 

■ 

■ 

367 

■ 

Ocean  Drilling  &  Exploration  (Dec) 

208,337 

58,152 

436,124 

11,316 

i               ■ 

179 

■ 

■ 

Ogden  (Dec) 

557,496 

1,042,813 

157,545 

15,756 

■ 

■ 

■ 

395 

Ohio  Casualty  (Dec) 

367,203 

247,154 

278,099 

20,980 

;                   274 

■ 

249 

188 

Ohio  Edison  (Dec) 

1,146,658 

308,821 

629,528 

48,530 

■ 

r 

■ 

368 

307 

Oklahoma  Gas  &  Electric  (Dec) 

557,784 

156,030 

435,196 

29,520 

1 

■ 

■ 

■ 

Old  Kent  Bank  &  Trust  (Dec) 

717,102 

42,547 

70,798 

7,236 

2t2 

160 

380 

351 

Olin  Corporation  (Dec) 

1,190,930 

1,145,061 

418,880 

24,551 

■ 

256 

462 

348 

Otis  Elevator  (Dec) 

554,902 

729,550 

328,800 

24,794 

■ 

482 

417 

370 

Outboard  Marine  (Sept) 

246,092 

353,267 

378,595 

22,999 

■ 

340 

194 

343 

Owens-Coming  Fiberglas  (Dec) 

474,705 

539,073 

775,847 

25,204 

219 

107 

218 

136 

Owens-Illinois  (Dec) 

1,387,663 

1,515,821 

716,612 

59,624 

■   Not  on  500  list,      t   Plus  stock. 

All  pel  share  data  adjusted  for  stock  splits  and  dividends  tlirough  May  15    1972 

19)  New  Jersey  Natl  Cotp:  formerly  NJN  Bancorporation 

20)  NL  Industries:  formerly  National  Lead 

1 

1 

21)  Nortrust  Corp:  formerly  Northern  Trust  Chicago 

1 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 


PER  SHARE 

DATA:  1971 

His  Total 
Remuneration^ 

Ranked 
Among  774 

Total 
Remuneration 

up 

Cash  Flow 

Extraordinary 

Market 

l^umber 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

60,142 

1.10 

0.90 

1578 

Drummond  C  Bell 

202,401 

173 

1,393,480 

33 

25.426 

0.47 

3.67 

0.20 

25 

Eugene  V  Klein 

NA 

NA 

39.885 

1.29 

1.05 

195/8 

Colon  Brown 

160,000 

310 

811,871 

17 

13,171 

0.22 

0.82 

none 

71/8 

Stanley  R  Yarmuth 

101,000 

573 

617,870 

23 

13.845 

-0.03 

1.53 

none 

ASVz 

Arthur  DeMoss 

48,000 

770 

557,462 

27 

27.814 

1.46 

0.66 

275/8 

Milton  N  Weinstein 

114,085 

511 

654,344 

12 

142,112 

2.61 

2.50 

443/4 

George  A  Stinson 

202,000 

175 

1,222,073 

25 

24,521 

1.01 

0.80 

133/8 

F  Bruce  Krysiak 

150,500 

348 

802,222 

27 

17.935 

2.39 

0.84 

48% 

Addison  H  Reese 

120,000 

485 

586,107 

33 

—382 

—3.02 

—2.97 

0.88 

165/8 

Walter  C  Straus 

NA 

NA 

62.085 

2.10 

1.56 

23^8 

Robert  F  Krause# 

120,015 

484 

564,204 

23 

9,244 

2.70 

1.40 

24 

Mark  C  Wheeler 

95.700 

610 

481,776 

25 

5,475 

2.74 

1.20 

23 

Norman  Brassier 

61.500 

751 

434,476 

32 

6.859 

3.44 

1.80 

293/4 

Richard  G  MacGill 

54,907 

763 

361,655 

29 

77.064 

2.14 

1.04 

283/8 

Plato  Malozemoff 

214,900 

150 

926,120 

19 

11,438 
50,158 
109,608 
29,601 
49,277 


—0.81 


1.12 
2.53 
1.47 
0.14 
2.69 


0.60 
2.08 
1.10 
1.00 
0.48 


593/4 
32'/8 

163/4 

143/8 
335/8 


John  L  Blair 
William  A  Lyons 
Earle  J  Machold 
Edward  R  Rowley 
George  D  Brooks 


NA 

80,000 

127,659 

198,000 

112,517 


693 
440 
201 
518 


NA 

669,758 

939,978 

1,311,016 

345,513 


37 
29 
23 
12 


137,865 
22,171 

128,994 
88,796 
59,161 


—1.52 
—1.04 


5.66 
0.90 
2.57 
1.30 
2.80 


5.00 
1.00 
1.30 
0.94 
1.77 


751/4 
26V2 

305/8 

141/4 
271/2 


John  P  Fishwick 
Pieter  C  Vink 
Wiilard  F  Rockwell  Jr 
Leian  F  Sillin  Jr 
Clarence  J  Gauthier 


175,000 
153,000 
249,167 
120,833 
90,192 


259 
341 
97 
481 
637 


1,355,669 

1,186,889 

2,379,911 

667,571 

599,261 


29 
27 
33 
26 
21 


63,075 
140,230 
99,895 
24,974 
43,673 
65,947 


2.86 


2.10 
7.40 
2.54 
2.94 
3.28 
3.56 


1.32 

2.60 
1.70 
1.00 
1.40 
none 


2678 
451/2 
271/4 

215/8 
383/8 

33V4 


Dean  H  Mitchell 
Willis  A  Strauss 
Robert  H  Engels 
Thomas  V  Jones 
Henry  T  Rutledge 
Ben  W  Heineman 


90,000 
160,000 
125.000 
230.000 
110,000 
300,000 


639 

310 
452 
121 
532 
38 


444.500 
1,588.061 
1,266,430 
1,887,448 

817.702 
1,184.000 


18 
41 
41 
39 
45 
18 


101.829 
7.231 
22.037 
22.434 
63,131 
20,905 


0.15 


1.16 
1.43 
6.98 
2.12 
3.14 
6.97 


0.45 

0.28 

2.20 

1.50 

nonet 

2.45 


385/8 
14'/8 

86 

321/4 
61% 
76 


Donald  W  Nyrop 
Edwin  Duncan  Sr 
W  Martin  Dillon 
Robert  Cushman 
David  J  Mahoney 
Edward  B  Smith 


170,000 
none 
99,900 
118,000 
200,000 
190,000 


280 

601 
496 
179 
217 


970,801 

228,507 

538,861 

1,095,280 

1,550,900 

2,002,371 


27 
16 
11 
29 
26 
42 


58,883 
22,664 
37,277 
25,686 
82,665 
46,828 


—1.97 
—0.05 
—0.05 


-1.61 
1.05 
1.26 
3.66 
1.78 
1.69 


1.00 
0.10 
none 
0.80 
1.54 
1.24 


1178 

411/2 
15 

431/2 
241/2 

263/4 


Armand  Hammer 
Alden  J  Laborde 
Ralph  E  Ablon 
Howard  L  Sloneker  Jr 
D  Bruce  Mansfield 
Donald  S  Kennedy 


256,500 
109,507 
200,000 

89,500 
1.25.000 

85.000 


71 
542 
179 
650 
452 
668 


1.910.000 
423.169 

1,856,482 
329,363 
523.016 
504.790 


24 
10 
24 
11 
19 
24 


8,230 
77,260 
34,033 
29,509 
49,252 
120,367 


4.65 

1.40t 

451/2 

1.02 

0.88 

171/2 

3.05 

2.00 

40 

2.84 

1.00 

465/8 

1.72 

0.75 

523/4 

3.62 

1.35 

461/2 

Richard  M  Gillett 
Gordon  Grand  # 
Ralph  A  Weller 
William  C  Scott 
Lauris  Norstad 
Raymon  H  Mulford 


97.596 

606 

210,725 

17 

175,000 

259 

2,225,195 

45 

197,163 

204 

1,635,050 

38 

189,656 

221 

1,738,598 

25 

168,000 

287 

1,934,505 

47 

264,000 

63 

2,916,995 

46 

NA  Not  available,   it   New  CEO  in   1972.   Net  profits  and  earnings 
per  share   include  all   extraordinary  credits  or  charges  to   income. 
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The  Dimensions  of  American  Business 


WHERE  THEY 

RANK: 

1971 

Assets 

Revenues 

Common 
Market  Value 

' 

Market 

Net 

Net  Proms 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

.  ($000) 

($000) 

($000) 

■ 

■ 

215 

341 

Pabst  Brewing  (Dec) 

257,699 

311,980 

720,253 

25,347 

■ 

350 

■ 

355 

PACCAR  (Dec)^^ 

238,079 

514,395 

280.500 

24.357 

46 

142 

51 

24 

Pacific  Gas  &  Electric  (Dec) 

4,633,809 

1,260,345 

1,977.659 

193,114 

243 

235 

372 

194 

Pacific  Lighting  (Dec) 

1,279,101 

780,153 

428.126 

46,992 

302 

■ 

390 

235 

Pacific  Power  &  Light  (Dec) 

1,035,144 

178,367 

406.600 

38,581 

155 

156 

257 

■ 

Pan  American  World  Airways  (Dec) 

1,828,999 

1,180,733 

614.179 

—45,503 

281 

397 

344 

211 

Panhandle  Eastern  Pipe  Line  (Dec) 

1,116,327 

450,803 

463,040 

42,940 

■ 

386 

■ 

■ 

Ralph  M  Parsons  (Dec) 

74,430 

462,822 

57,474 

2,987 

■ 

441 

■ 

■ 

Parkview-Gem  (July) 

64,077 

389,180 

13,581 

—213 

47 

81 

■ 

■ 

Penn  Central  (Dec) 

4,617,614 

1,762.703 

117.546 

—284,500 

■ 

460 

■ 

■ 

Penn  FruK  (Aug) 

52,544 

372,309 

21.152 

2,324 

145 

17 

24 

40 

J  C  Penney  (Jan) 

1,923,870 

4,812,239 

4.098.366 

135,716 

■ 

■ 

262 

371 

Pennsylvania  Life  (Dec) 

180,794 

107,569 

600,640 

22,669 

240 

■ 

373 

187 

Pennsylvania  Power  &  Light  (Dec) 

1,282,968 

300.707 

426,275 

48,572 

■ 

425 

■ 

■ 

Pennwalt  (Dec) 

390,572 

409.230 

196,886 

13,050 

183 

254 

311 

277 

Pennzoil  United  (Dec) 

1,545,058 

730.753 

503,664 

33,280 

210 

314 

284 

145 

Peoples  Gas  (Sept) 

1,407.730 

593,416 

559,569 

57,329 

365 

151 

71 

127 

PepsiCo  (Dec) 

827,740 

1,225,398 

1,615,961 

62,662 

■ 

■ 

408 

■ 

Perkin-Elmer  (July) 

131,924 

171,375 

386,605 

9,038 

■ 

■ 

403 

■ 

Petrie  Stores  (Jan) 

49,820 

136,742 

392,801 

11,011 

■ 

259 

488 

422 

Pet  (Mar) 

391,709 

712,117 

299.549 

19,531 

301 

195 

37 

76 

Pfizer  (Dec) 

1,036,564 

951.544 

2.753,742 

90,585 

308 

262 

195 

91 

Phelps  Dodge  (Dec) 

988,734 

703.615 

771,839 

75,778 

101 

307 

138 

71 

Philadelphia  Electric  (Dec) 

2.402,263 

608.134 

958,271 

93,624 

216 

152 

55 

63 

Philip  Morris  (Dec) 

1,392,035 

1,209,966 

1,838,372 

101,498 

71 

49 

47 

43 

Phillips  Petroleum  (Dec) 

3,166,699 

2,363,199 

2,288,943 

132,316 

■ 

266 

■ 

■ 

Pillsbuiy  (May) 

366,086 

696,675 

254,770 

9,312 

■ 

■ 

474 

■ 

Pitney-Bowes  (Dec) 

324,512 

300,918 

317,618 

11,337 

124 

■ 

■ 

401 

Pittsburgh  National  (Dec) 

2,135,237 

125,246 

219,887 

20,657 

■ 

321 

225 

208 

Pittston  (Dec) 

446,620 

581,031 

690,976 

43,437 

78 

■ 

■ 

361 

PNB  Corp  Phila  (Dec) 

2.924.163 

155,171 

231,113 

23,756 

472 

346 

33 

131 

Polaroid  (Dec) 

617,127 

525,507 

2,922,760 

61,018 

■ 

■ 

■ 

446 

Portland  General  Electric  (Dec) 

464.234 

104,919 

200,688 

18,283 

■ 

479 

■ 

■ 

Potlatch  Forests  (Dec) 

328,299 

354,032 

182,061 

1,234 

284 

■ 

454 

249 

Potomac  Electric  Power  (Dec) 

1,113.028 

251,845 

338,334 

36,863 

233 

146 

148 

193 

PPG  Industries  (Dec) 

1.320,674 

1,246,257 

914,780 

47,163 

■ 

■ 

332 

482 

Prentice-Hall  (Dec) 

110,344 

134,711 

473,833 

16,564 

136 

29 

14 

18 

Procter  &  Gamble  (June) 

2,013,016 

3,178,081 

6,412.508 

237,590 

415 

381 

467 

384 

Provident  Life  &  Accident  (Dec) 

717,980 

469,597 

322,834 

21,875 

226 

■ 

■ 

■ 

Provident  Nat  Corp  (Philadelphia)  (Dec) 

1,347,035 

72,672 

99,169 

13,734 

345 

■ 

425 

288 

Public  Service  Company  of  Colorado  (Dec) 

873,516 

238,071 

367,579 

31.471 

389 

■ 

371 

300 

Public  Service  Company  of  Indiana  (Dec) 

763,804 

190,579 

431,459 

30,087 

75 

211 

116 

49 

Public  Service  Electric  &  Gas  NJ  (Dec) 

3,013,937 

885,506 

1,085,563 

126,003 

■ 

383 

■ 

■ 

Pueblo  International  (Jan) 

115,761 

467,143 

58,208 

6.507 

■ 

270 

■ 

■ 

Pullman  (Dec) 

460,592 

693,725 

245,093 

11.483 

■ 

487 

■ 

li 

Purex  (June) 

247,303 

351,508 

190,067 

10.670 

B           " 

276 

245 

356 

Quaker  Oats  (June) 

423,737 

678,732 

641,274 

24,179 

B            * 

■ 

381 

* 

Quaker  State  Oil  Refining  (Dec) 

131,129 

142,832 

417,628 

13.857 

1                     74 

27 

36 

■ 

ftCA  Corp  (Dec) 

3.015.854 

3,529.771 

2,760,318 

—155,850 

■  Not  on  SOO  list. 
,.                    All  pershire  dita  a 

t  Plus  slock, 
djusted  for  stock  splits 

ano  (iiviofnds  through  May  15.  1972. 

22)  PACCAR:  formerly  Pacific  Car  &  Foundry 
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A  Roster  of  the  Country's  Biggest  Corporations 


PER  SHARE  DATA:  1971 


His  Total 


Ranked 


Officers  &  Directors 
As  a  Group 
Total 


Cash  Flow 

Extraordinary 

Market 

Remuneration^ 

Among  774 

Remuneration 

Number 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

(« 

In  Group 

38.515 

2.66 

0.80 

75% 

James  C  Windham 

175,000 

259 

841,602 

28 

27.844 

2.95 

0.45 

34 

Charles  Pigott 

161,033 

307 

844,532 

17 

324,440 

2.75 

1.61 

323/8 

Shermer  L  Sibley 

151,942 

344 

1,330,181 

39 

83.966 

2.51 

1,60 

243/4 

Paul  A  Miller 

123,273 

474 

491,621 

19 

58.271 

1.96 

1.36 

233/« 

Don  C  Frisbee 

103,800 

565 

730,765 

26 

69,901 

—1.18 

none 

15V« 

Najeeb  E  Halaby# 

127,500 

441 

2,013,875 

64 

97.933 

2.80 

1.80 

32 

Richard  L  O'Shields 

137,133 

408 

1,425,706 

31 

3,609 

1.34 

none 

253/4 

Ralph  M  Parsons 

150,000 

349 

1,991,000 

49 

1.614 

—0.16 

0.45 

IOV4 

Irving  Wiggs 

90,000 

639 

1,296,051 

36 

NA 

NA 

none 

4'/8 

Archibald  D  Johnson 

40,000 

771 

58,000 

10 

5,062 

1.63 

none 

15V« 

James  Cooke 

60,000 

755 

422,423 

14 

181,216 

2.46 

1.00 

73 

William  M  Batten 

396,512 

5 

3,312,674 

31 

23.442 

0.03 

1.42 

none 

38V4 

Joe  D  Bain 

NA 

NA 

83,475 

2.37 

1.60 

25 

Jack  K  Busby 

90,000 

639 

806,607 

34 

27.865 

1.22 

1.20 

26^8 

William  P  Drake 

140,000 

393 

862,761 

23 

88.904 

—0.43 

1.02 

0.80 

24 

John  H  Liedtke 

215,000 

146 

2,426,625 

43 

111,658 

3.58 

2.08 

3478 

Remick  McDowell 

150,000 

349 

709,075 

16 

92.598 

2.74 

1.00 

7OV4 

Donald  M  Kendall 

298,900 

42 

2,429,100 

33 

12.713 

0.68 

0.20 

29'/8 

Chester  W  Nimitz  Jr 

NA 

NA 

11,011 

1.57 

0.40 

5578 

Milton  J  Petrie 

NA 

NA 

32,977 

3.05 

1.28 

4978 

Boyd  F  Schenk 

180,000 

236 

1,705,712 

37 

119,185 

1.38 

0.65 

41 '/8 

John  J  Powers  Jr 

250,025 

85 

1,595,341 

19 

104,897 

0.10 

3.72 

2.10 

375/8 

George  B  Munroe 

193,000 

209 

925,833 

22 

149,561 

2.10 

1.64 

2378 

Robert  F  Gilkeson 

95,600 

611 

940,975 

31 

124,419 

4.02 

1.20 

7OV4 

Joseph  F  Cullman  111 

238,167 

109 

2,251,203 

38 

333,584 

1.78 

1.30 

305/8 

William  W  Keeler 

300,000 

38 

2,206,323 

34 

25,313 

—0.55 

1.78 

1.44 

49'/4 

Robert  J  Keith 

162,825 

301 

1,999,839 

53 

21.723 

—0.03 

0.84 

0.68 

24'/2 

John  0  Nicklis 

125,139 

449 

1,266,665 

34 

22.547 

3.34 

1.40 

351/2 

Merle  E  Gilliand 

111,563 

522 

532,160 

28 

68,846 

0.50 

2.67 

0.60t 

435/8 ' 

Nicholas  TCamicia 

134,000 

418 

644,324 

24 

25.821 

4.38 

1.82 

425/8 

George  M  Dorrance  Jr 

113,008 

513 

1,028,682 

39 

83.347 

1.86 

0.32 

89 

Edwin  H  Land 

143,079 

389 

1,384,620 

26 

24.375 

2.00 

1.36 

21 '/8 

Frank  M  Warren 

92,500 

628 

572,735 

29 

19.733 

—1.26 

0.17 

1.00 

243/4 

Richard  B  Madden 

150,000 

349 

1,177,767 

29 

69.509 

1.33 

1.00 

151/2 

W  Raid  Thompson 

134,550 

417 

553,588 

26 

109.213 

—0.78 

2.29 

1.40 

44'/4 

Robinson  F  Barker 

223,360 

136 

2,817,563 

53 

17,733 

1.60 

0.74 

453/4 

Frank  J  Dunnigan 

97,212 

607 

502,458 

13 

294,597 

2.91 

1.45 

781/2 

Howard  J  Morgens 

374,000 

15 

3,579,894 

32 

21.875 

0.49 

5.56 

0.80 

82 

Henry  CUnruh 

95,000 

614 

NA 

14,812 

3.42 

1.50 

2678 

William  G  Fouike 

92,457 

629 

551,253 

33 

55,539 

1.80 

1.12 

233/4 

Robert  T  Person 

105,000 

561 

525,100 

23 

53,630 

2.57 

2.16 

391/2 

Carroll  H  Blanchar 

95,000 

614 

814,614 

30 

212,067 

3.00 

1.64 

271/2 

Edward  R  Eberle 

110,682 

527 

880,846 

28 

11,313 

1.44 

0.28 

1278 

Harold  Toppel 

NA 

653,742 

15 

20,404 

2.40 

2.00 

511/8 

Samuel  B  Casey  Jr 

112,200 

520 

779,778 

21 

18,237 

—0.25 

0.95 

0.84 

173/4 

William  RTincher 

156,000 

330 

1,218,112 

32 

36,494 

—0.47 

1.87 

1.00 

.        503/8 

Robert  D  Stuart  Jr 

207,006 

162 

2,314,023 

39 

18,453 

2.06 

0.80 

601/8 

Lee  R  Forker 

82,600 

683 

446,378 

15 

45,986 

—3.36 

-2.16 

1.00 

371/8 

Robert  W  SarnoH 

275,000 

53 

2,871,425 

42 

NA  Not  available,   it   New  CEO  in  1972.   Net  profits  and  earnings 
per  share  include  all  extraordinary  credits  or  charges  to  income. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK:  1971 

Market         Net 
Assets   Revenues   Value       Profits 


Company  (and  month  fiscal  year  ended) 


Assets 
($000) 


Revenues 
($000) 


Common 

Market  Value 

($000) 


Net  Profits 
($000) 


336  82  105  171  Ralston  Purina  (Sept)  897,929  1,746,110  1,134,653  50,929 

■  ■  441  ■  Ramada  Inns  (Dec)  271,667  111,469  351,985  10,042 

179  51  ■  339  Rapid-American  (Jan)  1,571,808  2,328,229  120,449  25,575 

477  134  286  264  Raytheon  (Dec)  612,535  1,307,802  558,412  35.185 

80  ■  ■  436  Republic  National  Bank  of  Dallas  (Dec)  2,893,642  133,821  279,442  19,054 


162 


144 
140 


120 
440 
499 
167 
74 


456 
151 

■ 

483 

44 


269 


19 


Republic  Steel  (Dec) 

Revlon  (Dec) 

Rex  Chainbelt  (Oct) 

Reynolds  Metals  (Dec) 

R  J  Reynolds  Industries  (Dec) 


1,755,256 

401,463 

249,519 

1,927,996 

1,972,740 


1,384,800 

394,053 

339,073 

1,093,248 

1,816,555 


333,630 
899,555 
152,636 
307,897 
2,388,788 


1,419 
34,349 
11,504 

3,876 
225,928 


339 
287 
439 


424 


196 

477 


436 


303 

347 


450 


Richardson-Merrell  (June)  374,297  409,483  757,890  29.817 

Richmond  Corp  (Dec)  894,793  216,520  315,360  24,820 

Riggs  National  Bank  Washington  DC  (Dec)  1,103,776  63,837  72,776  11,980 

RIHT  Corp  (Dec)  664,079  44,472  59,500  7,195 

Roadway  Express  (Dec)  132,023  304,709  356,410  18,125 


■  ■  283  434  A  H  Robins  (Dec) 

■  ■            ■  453  Rochester  Gas  &  Electric  (Dec) 
462  353  221  308  Rohm  &  Haas  (Dec) 

■  ■  401  ■  Rollins  (Apr) 

■  ■  325  431  Rorer-Amchem  (Dec) 


134,988 
502,926 
634,266 
114,198 
117,498 


151,350 
208,138 
512,608 
127,026 
152,280 


559,944 
170,030 
704,990 
395,264 
484,415 


19,079 
18,009 
29,473 
10,161 
19.285 


■  ■  427          ■  Ryder  System  (Dec) 
341  395  327         207  Safeco  (Dec) 

315  14  147  86  Safeway  Stores  (Dec) 

■  ■            ■421  St  Joe  Minerals  (Dec) 
222  327  241         182  St  Paul  Companies  (Dec) 


368,373 
887,969 
964,471 
220,965 
1,374,516 


298,549 
454,202 
5,358,837 
194,351 
566,820 


364,219 
479,080 
917,073 
196,216 
650,070 


318  205  317  447  St  Regis  Paper  (Dec) 

487  ■  ■  379  San  Diego  Gas  &  Electric  (Dec) 

111  210  179  279  Santa  Fe  Industries  (Dec) 

■  406  49  140  Schering-Plough  (Dec)^^ 

■  348  120  261  Jos  Schlitz  Brewing  (Dec) 
351  268           60  144  Schlumberger  (Dec) 


957,175 
596,712 
2,281,710 
378,362 
369,665 
861,199 


916,960 
175,516 
896,841 
436,841 
522,094 
695,866 


499,538 

210,000 

812,956 

2,187,322 

1,052,058 

1,793,088 


12,521 
43,527 
80,179 
19,576 
49,537 


18,203 
22,173 
33,143 
59.185 
35,249 
57,484 


■ 

213 

■ 

■ 

SCM  (June) 

542,881 

875,138 

163,521 

—2,191 

■ 

341 

■ 

■ 

Scot  Lad  Foods  (June) 

76,075 

534,021 

68,802 

4,539 

354 

248 

291 

329 

Scott  Paper  (Dec) 

858,612 

746,558 

553,152 

26,379 

■ 

379 

■ 

■ 

Scovill  Manufacturing  (Dec) 

303,659 

470,185 

175,149 

14,316 

116 

216 

173 

217 

Seaboard  Coast  Line  Industries  (Dec) 

2,195,943 

856,532 

828,427 

42,112 

■ 

■ 

130 

254 

G  D  Searle  (Dec) 

253,772 

226,891 

984,120 

36,004 

25 

5 

5 

8 

Sears,  Roebuck  (Jan) 

8,312,356 

10,006,146 

15,949,923 

550,866 

82 

■ 

■ 

380 

Seattle-First  National  Bank  (Dec) 

2,817,651 

174,589 

243,000 

22,132 

208 

■ 

■ 

■ 

Security  National  Bank  Huntington  LI  (Dec) 

1,415,248 

78,225 

102,711 

11,892 

18 

339 

263 

167 

Security  Pacific  National  Bank  Cal  (Dec) 

9,765,867 

540,753 

600,190 

52,056 

■ 

■ 

363 

Sedco  (June) 

194,946 

99,631 

438,589 

10,787 

■ 

■ 

433 

Seven-Up  (Dec) 

58,517 

111,629 

358,416 

10,869 

150 

■ 

■ 

Shawmut  Association  (Dec) 

1.880,848 

109,785 

99,205 

11,355 

45 

21 

31 

17 

Shell  Oil  (Dec) 

4,646,282 

3,892,373 

3,184,319 

244,504 

■ 

335 

■ 

Sherwin-Williams  (Aug) 

390,492 

554,692 

254,695 

15,175 

244 

140 

447 

316 

Signal  Companies  (Dec) 

1,273,411 

1,285,976 

344,826 

28,686 

■ 

■ 

246 

Simplicity  Pattern  (Dec) 

85,906 

90,447 

641,191 

12,922 

169 

55 

98 

104 

Singer  (Dec) 

1,669,716 

2,123,623 

1,199.229 

70,812 

■   Not  on  500  list      t   Plus  stock. 

AM  per  share  data  adiusted  lor  slock  splits  and  dividends  through  May  15.   1972. 


23)  Schering-Plough:  Schering  Corp  merged  with  Plough 
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FORBES,    MAY    15,    1972 


The  Dimensions  of  American  Business 


> 

'                            WHERE  THEY  RANK: 

1971 

^ 

A 

Assets 

Revenues 

Common 
Market  Value 

'' 

Market 

Net 

Net  Profits 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

-.     ($000) 

($000) 

($000) 

■ 

■ 

259 

■ 

Skyline  (May) 

60,223 

252.393 

606,094 

14,409 

■ 

393 

■ 

■ 

A  0  Smith  (Dec) 

283,035 

456,846 

117.888 

11,048 

\                        ' 

469 

171 

204 

Smith  Kline  &  French  Laboratories  (Dec) 

297,325 

357,153 

832.358 

44,871 

1                       232 

■ 

■ 

■ 

Society  Corp  (Dec) 

1,324,168 

77,658 

42,798 

6,502 

i                       460 

■ 

■ 

389 

South  Carolina  Electric  &  Gas  (Dec) 

635,729 

150,656 

261,360 

21.476 

•                        406 

■ 

■ 

■ 

South  Carolina  National  Bank  (Dec) 

746,529 

43,294 

90,223 

7,676 

i                         ■ 

■ 

■ 

237 

Southdown  (Dec) 

215,997 

182,058 

63.786 

38,382 

'                        200 

■ 

■ 

■ 

Southeast  Banking  Corporation  (Dec)^"* 

1,461,748 

85,964 

197,795 

11.942 

359 

■ 

■ 

■ 

Southern  Cal  First  National  Corp  (Dec) 

843,053 

60.051 

51,156 

4,535 

62 

230 

92 

47 

Southern  California  Edison  (Dec) 

3,498,985 

802,434 

1,282,808 

127,297 

58 

224 

81 

68 

Southern  Company  (Dec) 

3,709,121 

821,851 

1,373.900 

95,964 

418 

467 

331 

230 

Southern  Natural  Gas  (Dec) 

716,077 

359,552 

474,815 

39,449 

1                        348 

■ 

402 

290 

Southern  New  England  Telephone  (Dec) 

865,012 

314,506 

395,080 

31,229 

'                           70 

118 

95 

72 

Southern  Pacific  (Dec) 

3,175,849 

1,399,730 

1,219,055 

93.562 

173 

289 

254 

165 

Southern  Railway  Company  (Dec) 

1,642,769 

647,405 

618,119 

52,403 

■ 

168 

361 

456 

Southland  Corp  (Dec) 

326,478 

1,084,628 

441.374 

17,797 

495 

■ 

■ 

■ 

Southland  Financial  (Dec) 

588,305 

121.976 

134.308 

9,182 

307 

■ 

■ 

■ 

Southwest  Bancshares  (Houston)  (Dec) 

1,017,161 

49.897 

111,872 

9,788 

271 

■ 

429 

417 

Southwestern  Life  Insurance  (Dec) 

1,162,243 

257,302 

363,569 

19,938 

■ 

■ 

■ 

386 

Southwestern  Public  Service  (Aug) 

382,043 

97,704 

255.793 

21,770 

492 

334 

314 

247 

Speriy  &  Hutchinson  (Dec) 

589,222 

555,905 

501,908 

37.025 

196 

83 

119 

97 

Speriy  Rand  (Mar) 

1,481,828 

1,739,381 

1,054.848 

72,266 

■ 

■ 

220 

299 

Square  D  (Dec) 

187,232 

276.372 

713.634 

30,228 

384 

222 

52 

124 

Squibb  Corp  (Dec)^^ 

780,663 

830.196 

1.931.475 

63,450 

426 

172 

252 

229 

Standard  Brands  (Dec) 

697,292 

1.057.452 

621.931 

39,693 

1                           28 

15 

19 

10 

Standard  Oil  (Calif)  (Dec) 

7,513,190 

5,143,256 

4,867,523 

511,092 

1                           36 

20 

20 

14 

Standard  Oil  (Indiana)  (Dec) 

5,650,724 

4,054.293 

4,800,435 

341,700 

5 

2 

4 

3 

Standard  Oil  (New  Jersey)  (Dec) 

20,315,249 

18,700.631 

16,536.741 

1,461,562 

156 

119 

110 

161 

Standard  Oil  (Ohio)  (Dec) 

1,815,193 

1,393,798 

1.102,447 

54,684 

239 

■ 

■ 

■ 

State  Street  Boston  Financial  Corp  (Dec)** 

1,288,604 

92,507 

80.933 

8,631 

■ 

365 

413 

345 

Stauffer  Chemical  (Dec) 

504,916 

492.798 

381.863 

24,920 

■ 

286 

56 

126 

Sterling  Drug  (Dec) 

457,760 

652.371 

1,817,192 

63,079 

471 

215 

■ 

■ 

J  P  Stevens  (Oct) 

617,727 

861.066 

165.137 

—642 

■ 

207 

■ 

■ 

Stop  &  Shop  Companies  (Jan) 

238,337 

907,734 

73.261 

3,561 

■ 

430 

306 

428 

Levi  Strauss  (Nov) 

242,357 

405.106 

515.017 

19,379 

437 

228 

■ 

289 

Studebaker-Worthington  (Dec) 

673,979 

806,835 

184.828 

31,243 

433 

■ 

■ 

■ 

Suburban  Trust  (Maryland)  (Dec) 

688.683 

45,716 

104,027 

8,926 

83 

69 

66 

35 

Sun  Oil  (Dec) 

2,813,276 

1,938,781 

1,667,174 

151,616 

■ 

408 

438 

■ 

Sunbeam  (Mar) 

349,677 

434,003 

354,480 

15,307 

■ 

183 

■ 

■ 

Super  Valu  Stores  (Dec) 

126,697 

1,021,883 

110,822 

8,029 

■ 

■ 

199 

■ 

Superior  Oil  (Dec) 

540,753 

135.279 

755,106 

4,298 

■ 

191 

■ 

■ 

Supermarkets  General  (Jan) 

237,113 

976,150 

166,425 

10,025 

346 

37 

366 

271 

Swift  (Oct) 

869,318 

2.996,210 

436,140 

34,094 

■ 

477 

449 

464 

Sybron  (Dec) 

302,229 

355,394 

342,268 

17,473 

390 

■ 

■ 

■ 

Talcott  National  (Dec) 

762,606 

84,443 

59,053 

8,011 

(                           a 

■ 

155 

373 

Tampax  (Dec) 

75,887 

89,919 

877,331 

22,484 

■ 

472 

347 

■ 

Tandy  (June) 

195,769 

356,970 

459,737 

11,257 

■ 

■ 

375 

■ 

Technicon  (Dec) 

124.151 

100,404 

422,560 

8,743 

■ 

442 

480 

444 

Tecumseh  Products  (Dec) 

162,431 

387,903 

309,910 

18,376 

■   Not  on  500  list,     t  Plus  slock. 

All  per  share  data  adjusted  for  stock  splits 

and  dividends  through  May  15,  1972. 

24)  Southeast  Banking  Corp:  formerly  Southeast  Bancorporation 

25)  Squibb  Corp:  formerly  Squibb  BeechNut 

26)  State  Street  Boston 

Financial  Corp:  formerly  State  Street  Ban 

k  &  Trust  Boston 
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PER  SHARE  DATA:  1971 


Cash  Flow 
($000) 


Extraordinary 
Cdt/Chg  (— )    Earnings 


Dividend 


Maritet 
Price  (Dec.  31] 


Chief  Executive 


His  Total 

Remuneration^ 
($) 


Ranked 

Among  774 

Others 


Officers  &  Directors 
As  a  Group 
Total 
Remuneration  Number 
($)  In  Group 


15,877 
21.840 
52.149 
7,957 
37,323 


—0.36 


1.28 
2.26 
3.09 
3.34 
1.72 


0.20 
0.70 
2.00 
1.16 
1.33 


5378 

24 

57V4 

261/2 
243/4 


Arthur  J  Decio 
Lloyd  B  Smith 
Thomas  M  Rauch 
Walter  F  Lineberger  Jr 
Arthur  M  Williams  Jr 


250,000 

156,200 

177,000 

90,000 

78,000 


86 
328 
253 
639 
699 


658,501 

1,832,974 

1,561,200 

617,671 

769,363 


10 
33 
26 
37 
34 


8.830 

43.606 

14.615 

4,535 

221,695 


0.07 
4.26 


4.70 
6.15 
3.33 
1.24 
2.46 


1.40 
none 
1.40 
0.70 
1.50 


55V4 

22V8 

551/4 

14 

29'/2 


John  H  Lumpkin 
Davis  D  Mize 
Harry  H  Bassett 
Claude  C  Blakemore 
Jack  K  Horton 


80,000 
156,667 
104,017 

NA 
155,000 


693 
324 

564 

333 


3,692,540 
407,708 
730,951 
NA 

1,128,775 


299 
10 
21 

32 


197,747 

71,912 

79,273 

191.327 

106,382 


—0.30 


1.71 
3.85 
3.19 
3.51 
6.90 


1.26 
1.40 
2.60 
1.95 
3.20 


22 

47V« 
40 
453/4 
86'/8 


Alvin  W  Vogtie  Jr 
John  S  Shaw  Jr 
Alfred  W  Van  Sinderen 
Benjamin  F  Blaggini 
W  Graham  Claytor  Jr 


107,500 
152,633 
85,000 
191,158 
154,700 


549 
342 
668 
215 
336 


672,843 
889,576 
603,730 
912,400 
1,244,206 


22 
25 
25 
23 
34 


34,044 
10,451 
11,151 
19,938 
33,144 


0.04 
—0.01 


1.34 
1.69 

4.03 
1.93 
1.05 


0.14t 

0.50 

1.70 

0.77 

0.74 


32V4 
235/8 
46 
35V« 

13>/8 


John  P  Thompson 
Ben  H  Carpenter 
Aylmer  G  McNeese  Jr 
William  H  Seay 
Don  D  Loden 


206,416 

151,727 

132,600 

91,800 

74,667 


164 
346 
421 
633 
723 


907,625 
438,102 
369,150 
991,162 
496,441 


13 
12 
11 
39 
22 


45,652 
189,235 
33,897 
81,795 
57,812 


—0.10 


3.26 
2.11 
1.32 
2.88 
2.96 


1.00 
0.55 
0.95 
1.50 
1.60 


463/« 

303/4 

31  Vs 
871/2 

465/8 


William  S  Beinecke 
James  F  Forster 
Mitchell  P  Kartalia 
Richard  M  Furlaud 
Henry  Weigl 


200,000 
265,000 
186,500 
315,000 
191,667 


179 
61 

225 
28 

214 


2,417,620 
1,331,240 
874,635 
1,986,892 
1,026,955 


38 
22 
23 
27 
25 


855,304 

6.02 

2.80 

573/8 

Otto  N  Miller 

250,000 

86 

2,881,391 

34 

685,607 

4.95 

2.30 

69'/2 

John  E  Swearingen 

395,000 

6 

2,726,181 

35 

2,547,460 

—0.25 

6.52 

3.80 

733/4 

John  K  Jamieson 

335,000 

21 

2,844,418 

29 

127,426 

-0.23 

3.00 

2.70 

81'/8 

Charles  E  Spahr 

233,780 

114 

1,561,861 

28 

10,319 

4.32 

2.40 

4W4 

George  B  Rockwell 

NA 

865,297 

37 

54,988 

2.48 

1.80 

39% 

Roger  W  Gunder 

148,183 

374 

1,210,106 

33 

71,792 

1.62 

0.80 

481/4 

J  Mark  Hiebert 

231,305 

119 

1,646,657 

20 

30,220 

-0.10 

1.95 

271/8 

James  D  Finley 

125,000 

452 

2,006,292 

37 

13.404 

1.13 

0.90 

231/4 

Sidney  R  Rabb 

100,000 

581 

682,757 

18 

24,640 

1.84 

0.24 

475/8 

Walter  A  Haas  Jr 

NA 

NA 

44,859 

0.11 

5.75 

1.20 

41 

Derald  H  Ruttenberg 

218,839 

143 

1,311,782 

26 

9,801 

0.70 

6.61 

2.60 

77 

J  Robert  Sherwood 

106,550 

552 

431,959 

29 

297,722 

3.42 

i.oot 

50'/8 

Robert  G  Dunlop 

213,048 

152 

1,922,295 

23 

27,076 

1.30 

0.80 

30 

Robert  P  Gwinn 

200,000 

179 

1,309,584 

28 

13,361 

2.08 

0.55 

28'/8 

George  W  McKay 

70,000 

727 

1,190,723 

23 

25,264 

1.06 

1.40 

187 

Howard  B  Keck 

180,000 

236 

1,014,000 

12 

17,670 

0.02 

1.18 

0.20 

21 

Milton  Perlmutter 

NA 

NA 

72,263 

2.66 

0.70 

36 

Robert  W  Reneker 

125,000 

452 

1,031,659 

26 

23,815 

1.48 

0.60 

345/8 

Donald  AGaudion 

148,400 

372 

1,254,288 

31 

16,197 

0.21 

2.12 

1.10 

19% 

Herbert  R  Silverman 

125,000 

452 

807,000 

26 

23,922 

1.99 

1.18 

773/4 

Thomas  F  Casey 

120,463 

483 

716,830 

22 

14,948 

1.25 

none 

411/2 

Charles  D  Tandy 

110,776 

525 

1,043,752 

20 

13,814 

0.15 

0.41 

none 

20 

Edwin  C  Whitehead 

219,142 

141 

821,382 

17 

22,568 

10.08 

3.55 

170 

Kenneth  G  Herrick 

70,000 

727 

598,372 

21 

NA  Not  available,   it  New  CEO  in  1972.  Net  profits  and  earnings 
per  share  include  all  extraordinary  credits  or  charges  to  income. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK: 

1971 

. 

Assets 

Revenues 

Common 
Market  Value 

Market 

Net 

Net  Profits 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

292 

165 

212 

152 

Teledyne  (Oct) 

1,075.706 

1,101,872 

727,130 

56,179 

■ 

■ 

405 

■ 

TelePrompTer  (Dec) 

155,747 

50.050 

390.688 

6,915 

48 

42 

64 

25 

Tenneco  (Dec) 

4,565,170 

2.840.597 

1,674.789 

184,001 

12 

11 

9 

5 

Texaco  (Dec) 

10,933,292 

7,529,054 

9,358.284 

903,860 

188 

■ 

■ 

■ 

Texas  Commerce  Bancshares  (Dec)^' 

1,517,162 

72.063 

165.353 

13,507 

149 

253 

131 

115 

Texas  Eastern  Transmission  (Dec) 

1,881,678 

734,080 

982,553 

67,602 

419 

377 

■ 

298 

Texas  Gas  Transmission  (Dec) 

715,509 

474.951 

263,673 

30,450 

438 

■ 

339 

403 

Texas  Gulf  Sulphur  (Dec) 

670.016 

272.149 

467.185 

20,551 

■ 

237 

79 

275 

Texas  Instruments  (Dec) 

579,873 

764,258 

1,385.519 

33.723 

■ 

■ 

400 

■ 

Texas  Oil  &  Gas  Corp  (Aug) 

137.470 

39,000 

396,820 

8,977 

147 

370 

68 

73 

Texas  Utilities  (Dec) 

1,884,278 

483.358 

1,648,469 

92,790 

314 

98 

180 

99 

Textron  (Dec) 

973.399 

1.603,713 

812,551 

71,818 

■ 

471 

■ 

■ 

Thrifty  Drug  Stores  (Aug) 

141,113 

357,002 

110,514 

8,105 

■ 

308 

377 

369 

Time  Inc  (Dec) 

544,077 

606,808 

422.124 

23,265 

■ 

347 

189 

267 

Times-Mirror  (Dec) 

441,116 

523,768 

792,843 

34,869 

■ 

422 

334 

239 

Timken  Company  (Dec) 

420,662 

412,374 

471,086 

38.117 

■ 

■ 

395 

479 

Trane  (Dec) 

209,063 

258,855 

402,593 

16,696 

428 

■ 

369 

311 

Trans  Union  Corp  (Dec) 

694,891 

254,802 

433,092 

29,066 

209 

144 

315 

■ 

Trans  World  Airlines  (Dec) 

1,413.024 

1.253,428 

500,364 

3,254 

53 

90 

97 

129 

Transamerica  (Dec) 

3,935,061 

1.643,458 

1,202,300 

61,932 

225 

405 

406 

166 

Transcontinental  Gas  Pipe  Line  (Dec) 

1,362,637 

438,205 

389.988 

52,203 

26 

26 

65 

50 

Travelers  (Dec) 

7,829,044 

3,579,878 

1,674,152 

121,862 

■ 

■ 

497 

■ 

Tropicana  Products  (Aug) 

59.112 

86,586 

291,090 

6,826 

254 

■ 

■ 

■ 

Trust  Company  Georgia  (Dec) 

1,221,893 

82,263 

155.520 

10,653 

282 

104 

202 

116 

TRW  (Dec) 

1,115,942 

1,546,968 

754.181 

67,327 

■ 

296 

■ 

■ 

Turner  Construction  (Dec) 

130,439 

630,874 

21,186 

2.641 

113 

95 

162 

■ 

UAL  (Dec) 

2,232,670 

1,617,570 

863,115 

—5,071 

63 

■ 

■ 

409 

Unionamerica  (Dec) 

3,481,774 

227,461 

277,383 

20,278 

■ 

345 

273 

331 

Union  Camp  (Dec) 

573,429 

525,538 

581,081 

26,118 

59 

34 

40 

32 

Union  Carbide  (Dec) 

3,554,668 

3,037.529 

2,558,998 

157.834 

296 

■ 

■ 

■ 

Union  Commerce  Corp  (Dec) 

1.057.879 

59,345 

113,344 

13.692 

190 

497 

295 

150 

Union  Electric  (Dec) 

1,505,035 

340.908 

537,351 

56,732 

350 

■ 

■ 

■ 

Union  National  Bank  Pittsburgh  (Dec) 

862,778 

50,067 

58,750 

7,363 

96 

64 

134 

54 

Union  Oil  Company  of  California  (Dec) 

2,564,770 

1,991,514 

961,068 

114,707 

86 

190 

80 

338 

Union  Pacific  Corp  (Dec) 

2.765,044 

977,241 

1,376,349 

25,605 

299 

■ 

■ 

■ 

Union  Planters  Natl  Bank  Memphis  (Dec) 

1,048,720 

51,412 

70,875 

7,069 

486 

■ 

■ 

■ 

Union  Trust  Maryland  (Dec) 

597,576 

32.380 

56,703 

5,813 

480 

■ 

■ 

■ 

Union  Trust  New  Haven  Conn  (Dec) 

604,473 

40.964 

72,627 

6,427 

224 

89 

320 

210 

Uniroyal  (Dec) 

1.365,416 

1.677,732 

491,874 

43,080 

214 

62 

437 

■ 

United  Aircraft  (Dec) 

1,397,371 

2,031,351 

355,731 

-43,942 

235 

■ 

■ 

■ 

United  Bank  Corp  of  New  York  (Dec)" 

1.306.149 

65.700 

136,416 

13,188 

356 

■ 

■ 

■ 

United  Banks  of  Colorado  (Dec) 

854,346 

54,702 

53,319 

5,851 

294 

112 

■ 

■ 

United  Brands  (Dec) 

1,069,227 

1,448.868 

115,896 

—24,012 

255 

■ 

■ 

■ 

United  Jersey  Banks  (Dec) 

1,214,086 

65,670 

100,452 

8,198 

370 

252 

■ 

486 

United  Merchants  &  Manufacturers  (June) 

815,282 

738.388 

175,231 

16.400 

466 

■ 

■ 

■ 

United  Missouri  Bancshares  (Dec)^^ 

629.568 

31,490 

43,656 

5,486 

132 

■ 

■ 

■ 

U  S  Bancorp  (Dec)^° 

2,047,827 

121,089 

142,256 

14,957 

■ 

427 

■ 

■ 

United  States  Freight  (Dec) 

156,268 

407,042 

200.632 

12,493 

494 

336 

294 

234 

United  States  Gypsum  (Dec) 

589,035 

554.435 

541,828 

38,758 

Not  on  500  list,     t  Plus  stock. 

tid  sharp  .iats  »d|usled  lot  stock  splits  and  dividends  through  May  15.  1972. 


27)  Texas  Commerce  Bancshares.'  formerly  Texas  Commerce  Bank  NA 

28)  United  Bank  Corp  of  New  York:  formerly  State  Bank  of  Albany 

29)  United  Missouri  Bancshares:  formerly  Missouri  Bancshares  Kansas  City 

30)  U  S  Bancorp:  formerly  United  States  Bancorp  Portland 
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A  Roster  of  the  Country's  Biggest  Corporations 


PER  SHARE  DATA:  1971 


Officers  &  Directors 
As  a  Group 
His  Total  Ranked  Total 


Cash  Flow 

Extraordinary 

Market 

Remuneration^ 

Among  774 

Remuneration 

Number 

($000) 

Cdt/Chg  (-) 

Earnings 

Dividend 

Price  (Dec.  31) 

Chief  Executive 

($) 

Others 

($) 

In  Group 

89,540 

1.58 

nonet 

233/4 

Henry  E  Singleton 

250,000 

86 

1,306,923 

20 

14,661 

-0.09 

0.50 

none 

29 

Raymond  P  Shafer 

NA 

NA 

376,714 

2.28 

1.32 

25'/2 

Nelson  W  Freeman 

207,090 

161 

2,698,575 

38 

1,296.628 

3.32 

1.60 

343/8 

Augustus  C  Long* 

289,063 

46 

3,055,240 

54 

14,750 

0.08 

4.45 

1.70 

54'/2 

John  E  Whitmore 

100,000 

581 

3,150,000 

171 

141,316 

2.89 

1.52 

445/g 

Baxter  D  Goodrich 

171,000 

279 

1,500,883 

27 

65,359 

3.13 

1.52 

33V« 

William  M  Elmer 

169,792 

283 

1,310,720 

31 

36,546 

—0.15 

0.68 

0.60 

153/8 

Claude  0  Stephens 

209,750 

155 

1,055,524 

21 

84,249 

3.05 

0.80 

1253/8 

Mark  Shepherd  Jr 

156,520 

325 

2,377,504 

49 

13,014 

1.15 

0.03 

483/8 

Louis  A  Beecherl  Jr 

83,333 

682 

459,686 

17 

145,925 

349 

1.92 

615/8 

Clarence  A  Tatum  Jr 

127,300 

442 

621,017 

14               1 

113.390 

2.06 

0.90 

30»/2 

G.William  Miller 

229,200 

123 

1,322,430 

25 

10,330 

0.84 

0.35 

11 V2 

Leonard  H  Straus 

124,667 

468 

980,594 

22 

39,371 

0.09 

3.20 

1.90 

58 

Andrew  Heiskell 

192,600 

210 

2,807,308 

42 

54,534 

2.08 

0.50 

51 '/2 

Franklin  D  Murphy 

204,673 

168 

2,104,487 

30 

60,588 

3.58 

1.80 

44'/« 

Herbert  E  Markley 

248,700 

98 

1,502,739 

21 

22,469 

3.01 

0.90 

72'/2 

Thomas  Hancock 

202,000 

175 

827,443 

22              j 

54,521 

0.61 

2.95 

1.24 

44 

Jerome  W  Van-Gorkom 

140,000 

393 

789,280 

15             ' 

115,278 

0.11 

none 

41 

Charles  C  Tillinghast  Jr 

184,613 

230 

1,728,293 

35 

112,165 

0.05 

0.95 

0.55 

185/8 

John  R  Beckett 

165,000 

293 

1,569,181 

38 

97,302 

1.97 

1.12 

17'/2 

James  B  Henderson  # 

131,039 

425 

765,613 

19 

121,862 

2.62 

0.80 

37'/8 

Roger  C  Wilkins 

250,400 

83 

1,499,722 

30 

9,774 

0.73 

none 

31 

Anthony  T  Rossi 

100,000 

581 

363,001 

9 

12,516 

0.24 

4.93 

1.80 

72 

Georges  Craft  # 

86,025 

666 

726,000 

36 

114,541 

1.92 

1.00 

303/8 

Horace  A  Shepard 

250,000 

86 

3,899,105 

58 

2,892 

2.56 

0.95 

203/4 

Howards  Turner 

146,250 

375 

1,803,808 

35               1 

163,028 

—0.36 

none 

41 V4 

Edward  E  Carlson 

155,747 

332 

751,424 

24 

22,296 

2.33 

0.78 

315/8 

Harry  J  Volk 

NA 

NA 

56,113 

1.73 

1.00 

38'/2 

Alexander  Calder  Jr 

175,000 

259 

1,628,443 

34 

387,180 

0.08 

2.61 

2.00 

4274 

F  Perry  Wilson 

233,333 

166 

2,709,774 

35 

13,692 

4.97 

1.80 

44 

Alfred  L  Jones 

103,333 

566 

395,143 

17 

100,068 

1.61 

1.28 

181/2 

Charles  J  Dougherty 

145,000 

378 

772,350 

22 

8,881 

2.95 

1.12 

231/2 

William  B  McFall 

NA 

NA 

375,313 

3.20 

1.60 

33^/8 

Fred  L  Hartley 

259,583 

65 

1,141,439 

23 

128,471 

—2.90 

1.13 

2.00 

61'/« 

Frank  E  Barnett 

190,350 

216 

1,082,506 

28 

7,709 

4.71 

1.80 

47% 

C  Bennett  Harrison 

69,200 

732 

243,700 

23 

6,396 

4.74 

2.60 

46'/4 

Joseph  B  Browne 

88,850 

651 

447,924 

33 

7,026 

3.64 

1.80 

411/8 

Thomas  F  Richardson 

75,000 

710 

329,634 

20               ;! 

95,667 

1.42 

0.70 

18'/4 

George  R  Vila 

251,000 

82 

1,228,457 

29              !i 

32,114 

—3.62 

1.80 

293/8 

William  P  Gwinn 

162,083 

304 

1,588,256 

34          ~    t: 

14,352 

2.37 

none 

241/2 

Hollis  E  Harrington 

NA 

NA 

7,367 

2.31 

1.00 

21 

Roger  D  Knight  Jr 

NA 

NA 

4,547 

-2.07 

-2.43 

0.15 

103/4 

Eli  M  Black 

150,000 

349 

1,103,481 

26             ' 

9,543 

3.59 

2.00 

44 

Edward  A  lesser  Jr 

84,433 

678 

422,034 

26 

28,432 

2.71 

1.30 

283/4 

Merwin  R  Haskel 

65,200 

740 

1,569,820 

49 

5,954 

4.25 

1.25 

34 

R  Crosby  Kemper  Jr 

59,836 

759 

386,012 

18 

17,802 

3.69 

1.50 

351/8 

LeRoy  B  Stauer 

NA 

552,875 

30              1 

18,226 

1.93 

1.40 

31 

G  Russell  Moir 

156,357 

327 

762,228 

15             ' 

57,692 

2.12 

1.50 

323/8 

Graham  J  Morgan 

240,416 

104 

1,173,186 

28 

NA  Not  available,   ir   New  CEO  in   1972.    Net  profits  and  earnings 
per  share   include  all  extraordinary  credits  or  charges  to   income. 
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The  Dimensions  of  American  Business 


WHERE  THEY  RANK: 

1971 

^ 

Assets 

Revenues 

Common 
Market  Value 

Net  Profits 

' 

Market 

Net 

Assets 

Revenues 

Value 

Profits 

Company  (and  month  fiscal  year  ended) 

($000) 

($000) 

($000) 

($000) 

326 

116 

234 

96 

U  S  Industries  (Dec) 

933,520 

1,424,502 

664,967 

72,737 

410 

■ 

■ 

■ 

United  States  National  Bank  San  Diego  (Dec) 

737,679 

45,669 

49,005 

3,840 

33 

16 

70 

34 

United  States  Steel  (Dec) 

6,408,659 

4,928,244 

1,638,612 

154,516 

181 

329 

230 

157 

United  Utilities  (Dec) 

1,566,111 

566,259 

669,827 

55,286 

184 

■ 

■ 

■ 

United  Virginia  Bankshares  (Dec) 

1,542,648 

93,988 

143,550 

12,217 

■ 

385 

■ 

■ 

Universal  Leaf  Tobacco  (June) 

144,814 

462,871 

76,514 

8,273 

■ 

378 

■ 

■ 

Universal  Oil  Products  (Dec) 

381,799 

470,292 

158,417 

—26,860 

■ 

403 

118 

227 

Upjohn  (Dec) 

421,181 

440,145 

1,070,807 

39,787 

278 

■ 

430 

332 

USLIFE  Corp  (Dec) 

1,128,745 

246,135 

361,491 

26,046 

■ 

387 

■ 

■ 

USM  (Feb) 

491,083 

462,336 

57,729 

—7,514 

■ 

■ 

149 

258 

Utah  International  (Oct)^* 

528,784 

104,436 

914,048 

35,501 

■ 

■ 

■ 

394 

Utah  Power  &  Light  (Dec) 

520,367 

101,932 

183,769 

21,215 

99 

■ 

■ 

■ 

Valley  National  Bank  Arizona  (Dec) 

2,451,661 

138,135 

242,570 

14.694 

310 

■ 

■ 

■ 

Virginia  Commonwealth  Bankshares  (Dec) 

980,637 

73,267 

84,036 

6,511 

123 

420 

172 

83 

Virginia  Electric  &  Power  (Dec) 

2,137,791 

413,672 

831,419 

82,048                 1 

253 

■ 

■ 

■ 

Virginia  National  Bank  Norfolk  (Dec) 

1,237,496 

81,551 

97,613 

9,690 

■ 

212 

■ 

■ 

Vornado  (Jan) 

333,903 

882,165 

157,976 

12.060 

95 

■ 

459 

315 

Wachovia  Corp  Winston-Salem  (Dec) 

2,574,115 

217,940 

332,175 

28.698 

■ 

463 

■ 

■ 

Waldbaum  (Dec) 

56,208 

365,117 

27,384 

3.212 

■ 

226 

■ 

■ 

Walgreen  (Sept) 

234,522 

817,487 

172,914 

10,601 

■ 

418 

■ 

■ 

Ward  Foods  (Dec) 

196,448 

414,523 

39,065 

2,138                 i 

290 

122 

32 

59 

Warner-Lambert  Company  (Dec) 

1,085,744 

1,369,917 

3,072,528 

108,095 

475 

■ 

■ 

460 

Washington  National  Corp  (Dec) 

613,926 

259,725 

199,480 

17,706 

405 

■ 

■ 

■ 

Weeden  (Sept) 

747,165 

35,740 

43,725 

5,796                 { 

27 

404 

411 

309 

Wells  Fargo  (Dec) 

7,804,730 

438,794 

383,712 

29,385                 1 

■ 

478 

■ 

■ 

West  Point-Pepperetl  (Aug) 

256,167 

355,243 

107,469 

6.232 

10 

236 

181 

114 

Western  Bancorporation  (Dec) 

13,280,886 

771,206 

808,885 

67,885 

276 

437 

356 

■ 

Western  Union  (Dec) 

1,139,871 

399,104 

443,931 

13,745 

60 

18 

25 

27 

Westinghouse  Electric  (Dec) 

3,537,851 

4,630,530 

3,987,776 

175,256 

■ 

409 

■ 

■ 

Westvaco  (Oct) 

529,690 

431,497 

215,445 

4,016 

■ 

452 

■ 

■ 

Wetterau  Foods  (Mar) 

56,225 

377,860 

115.344 

4.381 

130 

138 

35 

56 

Weyerhaeuser  (Dec) 

2,077,767 

1,299,533 

2,821,759 

113,913 

478 

343 

■ 

■ 

Wheeling-Pittsburgh  Steel  (Dec) 

610,838 

528,004 

64.592 

5,322 

468 

141 

102 

173 

Whirlpool  (Dec) 

623,895 

1,277,432 

1.165.906 

50,387 

■ 

269 

■ 

374 

White  Consolidated  Industries  (Dec) 

580,631 

694,314 

218.480 

22,481 

■ 

221 

■ 

■ 

White  Motor  (Dec) 

564,567 

842,500 

167,136 

—13,487 

385 

■ 

■ 

■ 

Whitney  Holding  Corp  (Dec) 

775,625 

39,138 

96,320 

8,551 

■ 

328 

■ 

■ 

Whittaker  (Oct) 

536,468 

566,360 

209,004 

9,512 

■ 

302 

362 

■ 

Wickes  (Jan) 

294,371 

614,803 

439,158 

12.184 

413 

421 

492 

292 

Williams  Companies  (Dec)^' 

722,298 

412,411 

297,075 

30.824 

■ 

97 

248 

276 

Winn-Dixie  Stores  (June) 

230,688 

1,609,265 

637,823 

33.648 

297 

■ 

433 

270 

Wisconsin  Electric  Power  (Dec) 

1,056,031 

312,331 

358,416 

34,129 

176 

43 

85 

103 

F  W  Woolworth  (Dec) 

1,580,163 

2,801,013 

1.321,305 

71,089 

■ 

■ 

■ 

470 

Wm  Wrigley  Jr  (Dec) 

163,774 

189,883 

274,536 

17,210 

120 

66 

8 

20 

Xerox  (Dec) 

2.156,094 

1,961,449 

9.775,763 

212.610 

■ 

436 

326 

445 

Zaie  (Mar) 

289.625 

399,503 

479,582 

18.311 

■ 

233 

■ 

■ 

Zayie  (Jan) 

317,213 

797,550 

176.496 

10,017             ^ 

■ 

304 

183 

244 

Zenith  Radio  (Dec) 

374,608 

613,059 

803.933 

37,423             j 

-   Not  on  500  list      t  Plus  slock. 

AH  per  share  data  adjusted  lor  stock  splits  and  dividends  through  May  15.  1972 


31)  Utah  International:  formerly  Utah  Construction  &  Mining 

32)  Williams  Companies:  formerly  Williams  Brothers 
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A  Roster  of  the  Country's  Biggest  Corporations 


Officers  &  Directors 
As  a  GrouD 

PER  SHARE  DATA:  1971 

His  Total 
Remuneration^: 

Ranked 
Among  774 

ToUl 
Remuneration 

Cash  Flow 

Extraordinary 

Market 

Number 

(WOO) 

Cdt/Chg  (— ) 

Earnings 

Dividend 

Price  (Dec  31) 

Chief  Executive 

(1) 

Others 

($) 

in  Group 

96,868 

2.21 

0.60 

23'/8 

1  John  Billera 

143,950 

387 

1,146,722 

25 

5.086 

2.20 

nonet 

271/2 

C  A  Smith 

NA 

NA 

444.627 

2.85 

2.00 

30'/4 

Edwin  H  Gott 

300,000 

38 

5,420,250 

79 

130,084 

1.36 

0.94 

19'/8 

Paul  H  Henson 

145,000 

378 

955,088 

29 

14,548 

2.47 

1.00 

29 

Kenneth  A  Randall 

95,000 

614 

956,616 

49 

12,149 

3.38 

1.50 

31>/2 

Gordon  L  Crenshaw 

95,320 

613 

1,063,050 

22 

—12,301 

—1.55 

—2.69 

0.20 

ms 

Maynard  P  Venema# 

158,500 

318 

1,106,357 

25 

53,944 

2.70 

1.60 

723/« 

Ray  T  Parfet  Jr 

157,500 

321 

1,984.567 

24 

26,872 

3.08 

0.50 

4672 

Gordon  E  Crosby  Jr 

134,719 

416 

770,743 

26 

—7,514 

0.00 

none 

14'/, 

William  S  Brewster 

NA 

860,524 

26                     ,| 

43.857 

0.10 

2.50 

0  75 

633/4 

Edmund  W  Uttlefield 

165,967 

291 

1,014,326 

26 

32,733 

3.44 

1.92 

343/g 

E  Allen  Hunter 

64,667 

745 

416,691 

21 

17,196 

1.66 

0.72 

273/8 

Earl  L  Bimson 

75,737 

707 

623,146 

30 

7,700 

2.09 

0.80 

23y2 

Herbert  C  Moseley 

102,200 

567 

1,189,953 

71 

131,998 

1.85 

1.12 

201/2 

John  M  McGurn 

108,000 

545 

846,220 

34 

11,915 

2.36 

1.00 

233/4 

W  Wright  Harrison 

93,500 

626 

486,995 

29 

12.060 

2.14 

none 

28 

Frederick  Zissu 

NA 

NA 

32,452 

3.97 

1.20 

64'/2 

John  F  Watlington  Jr 

177,916 

249 

881,772 

36 

3,212 

1.64 

nonet 

14 

Ira  Waldbaum 

80,000 

693 

501,740 

17 

17,259 

1.65 

1.00 

26'/. 

Charles  R  Walgreen  III 

88,000 

657 

903,957 

20 

8,211 

015 

0.67 

none 

I2V4 

Charles  W  Call  Jr 

120,000 

485 

700,333 

20 

136.947 

2.81 

1.25 

793/4 

Stuart  K  Hensley 

255,000 

73 

2,410,065 

37 

17,706 

2.82 

0.68 

35V4 

G  Preston  Kendall 

85,000 

668 

649,554 

13 

6,158 

0.14 

3.84 

0.60 

25 

Alan  N  Weeden 

145,000 

378 

2,437,055 

25 

37,604 

3.17 

1.60 

413/8 

Richard  P  Cooley 

210,028 

154 

879,040 

32 

19,082 

1.31 

1.00 

22y« 

John  P  Howland 

76,400 

704 

673,784 

27 

83,828 

2.97 

1.30 

353/8 

Clifford  Tweter 

118,088 

495 

1,156,159 

42 

82,348 

1.12 

1.40 

433/4 

Russell  W  McFall 

150,000 

349 

594,103 

17 

266,169 

2.08 

0.90 

45^/8        • 

Donald  C  Burnham 

315,000 

28 

4,629,899 

73 

28,155 

—0.10 

0.36 

1.05 

203/8 

David  L  Luke  III 

165,000 

293 

1,230,000 

24 

6,074 

1.32 

0.44 

333/8 

TedCWetterau 

55,000 

762 

647,000 

26 

222,902 

1.64 

0.80 

46V4 

George  H  Weyerhaeuser 

195,000 

205 

1,549,720 

31 

34.722 

0.20 

0.62 

none 

173/4 

Allison  R  Maxwell  Jr 

178,661 

247 

1,082,878 

24 

81,303 

1.06 

0.40 

241/2 

John  H  Platts 

159,830 

317 

1,113,574 

26 

.  33,967 

1.63 

0.40t 

20 

Edward  S  Reddig 

375,000 

13 

2,436,987 

31 

—4,205 

—2.28 

—2.09 

none 

24 

Semon  E  Knudsen 

200,000 

179 

1,413,607 

36 

9,009 

7.64 

4.00 

86 

Keehn  W  Berry 

93,500 

626 

581,825 

27 

25,213 

—0.15 

0.42 

none 

103/8 

Joseph  F  Alibrandi 

176,346 

254 

1,469,970 

32 

20,707 

1.63 

1.00 

53 

Emil  L  McNeely 

138,333 

402 

1,258,605 

26 

49,710 

0.11 

3.44 

none 

421/2 

John  H  Williams 

145,000 

378 

871,788 

20 

49,633 

2.60 

1.71 

5OV4 

Bert  L  Thomas 

225,343 

126 

2,251,610 

26 

68,325 

1.94 

1.48 

24 

John  G  Quale 

100,687 

575 

652,388 

23                       i 

1 

121,085 

—0.19 

2.31 

1.20 

451/8 

Lester  A  Burcham 

300,631 

36 

3,129,846 

40 

23,417 

8.74 

5.00 

1391/2 

William  Wrigley 

108,240 

544 

911,719 

28 

516,843 

2.71 

0.80 

1251/4 

C  Peter  McColough 

338,401 

19 

3,083,676 

36 

23,439 

1.46 

0.64 

413/4 

Donald  Zaie 

60,000 

755 

1,102,700 

26 

20,960 

2.06 

none 

36% 

Stanley  H  Feldberg 

75,000 

711 

963,595 

21                     ■ 

48,758 

0.32 

1.97 

1.40 

421/4 

Josephs  Wright 

136,667 

409 

1,669,901 

29                       j 

! 

General  Notes:  1)  The  toUl  common  market  value  Is  derived  by  multiplying  the  Dec.  31,  1971  common  stock  price  by  the  shares  outstanding.  2)  Many  life  insurance  companies 
chose  to  report  "adjusted  profits"  in  accordance  with  the  method  developed  by  the  Association  of  Insurance  and  Financial  Analysts.  Otherwise,  profits  based  on  generally 
accepted  accounting  principles  or  statutory  profits  were  used  3)  Many  financial  institutions  do  not  report  depreciation  charges.  In  those  cases  the  net  income  figure  and  cash 
flow  figure  will  be  identical.  4)  1972  figures  were  used  for  those  February  companies  that  were  available  at  press  time.  5)  Penn  Central's  assets  and  revenue  were  the  12  months 
ended  Nov.  30.  t  Salary,  bonus  and  directors'  fees  exclude  deferred  compensation  and  stock  options. 
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If  you  want  to  see  where  our  business 
is  headed,  this  is  the  book  to  read. 


Your  check  stubs  tell  the  story.  Insurance  premiums, 
)an  payments,  school  tuition,  medical  expenses,  travel, 
ntertainment.  Over  40^  of  every  dollar  goes  for  services. 

Ten  years  ago  Transamerica  figured  that  good  times  or 
ad  the  growing  middle  income  group  could  never  out- 
row  its  need  for  services. 

The  Sixties  proved  us  right.  The  Seventies  promise  even 
lore. 

Post  WW  II  babies  are  now  starting  families.  Young 
^thers  like  our  Occidental  Life's  term  policies  which  give 
vice  the  coverage  at  half  the  cost  of  whole  life. 

They'll  be  buying  new  housing.  Over  15  million  units,  we 
jtimate,  in  the  next  decade.  And  making  Transamerica  Title 
le  top  money-maker  in  its  field. 

They'll  be  moving  around.  Transamerica  Development  is 
bilding  mobile  home  parks  so  home-like  that  many  won't 
ant  to  move  on. 

They'll  be  earning  more.  And  buying  more  things.  A  lot 
f  them  with  loans  from  our  Pacific  Finance. 

They'll  be  working  less.  And  playing  more.  A  night  out 

one  of  our  United  Artists  movies.  Or  a  night  in  with  a 
eteo  full  of  our  United  Artists  records. 

They'll  be  better  educated.  Even  today  our  Foreign  Study 
eague  allows  thousands  of  high  schoolers  to  study  abroad. 

By  1980,  they  may  be  writing  checks  for  services  not 
>reseen  today.  Many  of  them  provided  by  Transamerica. 

To  stay  on  top  in  the  service  business,  we  go  by  the  book. 


ir  Tpansamepica  Corporation 

At  your  service. 

/2  Transamerica  Corporation,  San  Francisco 


The  1972  NL 


No,  you  won't  find  the  name  N  L 
Industries  on  the  outside  of  your  new  ear- 
but  plenty  of  our  products  go  into  its  mak- 
ing and  operation. 

There  are  die  cast  metal  parts,  inside 
and  outside,  from  fuel  pumps  to  tail  light  as- 
semblies. In  metals  ranging  from  zinc  and 
brass  to  lighter  weight  aluminum  and  mag 
nesium  alloys. 

There  are  molded  plastic  parts,  too. 
And  pigments  that  go  into  the  toughest 
paint-work  and  whitest  whitewalls.  Our 
chemicals  add  to  the  life  of  plastic  uphol- 
stery and  foam  padding.  And  we  make 
many  of  the  screws  and  other  metal  fasten- 
ers to  hold  everything  together. 


Indirectly,  we're  involved  with  the  gas 
and  oil  you  use,  since  one  of  our  divisions 
is  a  major  supplier  of  well  drilling  materials 
and  services  for  the  petroleum  industry. 

While  we  make  scores  of  products  for 
the  auto  industry,  we  also  serve  just  about 
every  other  major  industry,  too.  It's  this  kind 
of  balanced  diversity  among  our  many 
world-wide  operations  that  caused  us  to 
change  our  name  from  National  Lead  to 
N  L  Industries. 


To  find  out  more, 
corporate  brochure. 
N  L  Industries,  Inc. 
Room  8540,  111  Broadway 
New  York,  N.Y.I  0006. 


write  for  our  new 
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A  Roster  of  774  Chief  Executives 


Who  Gets  the  IMost  Pay 


So  FAR  in  this  issue  we  have  talked 
about  companies.  But  companies  are 
really  collections  of  people  teamed 
up  in  a  collective  effort  to  gain  in- 
dividual rewards.  One  of  these  re- 
wards is  money.  On  the  following 
pages  we  list  the  money  earned  by 
the  team  leaders,  or  chief  executi\e 
officers,  whose  companies  rank  on 
the  four  Forbes  500  lists  of  revenues, 
net  profits,  total  assets  and  stock  mar- 
ket value. 

Chief  executive  officers  receive 
compensation  in  many  different  forms. 
There's  a  salary  and  usually  a  bonus 
based  on  their  performance.  Then 
there  are  stock  options,  low-interest 
loans  and  deferred  compensation  paid 
out  over  a  period  of  future  years  to 
lessen  the  CEO's  current  tax  bite. 
There  are  indirect  forms  of  compen- 


sation too,  the  so-called  perquisites, 
including  paid  club  memberships,  exr 
pense  accounts  and  the  use  of  a 
company  car  or  airplane.  But  in  the 
accompanying  roster  of  CEO  com- 
pensation, we  have  concentrated  on 
their  basic  remuneration:  the  salary 
and  bonus  they  received  during  1971. 
Deferred  compensation,  either  from 
prior  years  or  for  future  years,  is  not 
included. 

It's  interesting  how  little  consistency 
there  is  in  relating  the  size  of  the 
salary  and  the  size  of  the  accomplish- 
ment. Lester  Burcham  of  Woolworth 
earned  $301,000,  and  yet  he  presides 
over  a  lacklustre  company.  Burcham 's 
salary  is  almost  twice  that  of  Alden 
W.  Clausen,  who  manages  the  vastly 
successful  Bank  of  America;  but  then 
banking  salaries  tend  toward  the  low- 


er end  of  the  executive  scale.  There 
is,  however,  a  big  cluster  in  the 
$200,000-$250,000  range. 

While  their  responsibilities  may  be 
similar,  CEOs  are  a  varied  lot.  Some 
are  career  risers  in  giant  corporations; 
others  are  inheritors  who  rose  through 
a  combination  of  talent  and  family 
connections.  Some  got  to  the  top  by 
job  hopping.  Still  others  got  there  by 
building  tiny  shell  companies  into 
huge  conglomerates.  In  the  stories  fol- 
lowing our  CEO  salaries  roster,  we 
take  a  close  look  at  four  men  who 
represent  these  CEO  types:  Howard 
Morgens  of  Procter  &  Gamble,  a  ca- 
reer riser;  David  Rockefeller  of  Chase 
Manhattan,  an  inheritor;  George 
Strichman  of  Colt  Industries,  a  job 
hopper;  and  Charles  Bluhdorn  of 
Gulf  &  Western,  a  conglomerator.  ■ 


1971  Data 

Number  of 

His 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Salary  Re 

munerationt 

His 

With 

As 

Corporate 

Controlledft 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

1 

Int  Tel  &  Tel 

392 

Harold  SGeneen 

382 

812 

61 

12 

12 

Administration 

8,815t 

2 

City  Investing 

27 

George  T  Scharffenberger 

268 

443 

53 

6 

6 

Operations 

8,145 

3 

Mobil  Oil 

75 

Rawleigh  Warner  Jr 

245 

410 

51 

18 

2 

International 

1,385 

4 

Rapid-American 

82 

Meshulam  Riklis 

375 

406 

48 

17 

17 

Finance 

8,732t 

5 

J  C  Penney 

162 

William  M  Batten   > 

397 

397 

62 

36 

7 

Sales 

2,652 

6 

Standard  Oil  (Ind) 

48 

John  E  Swearingen 

225 

395 

53 

32 

11 

Production 

3,593 

7 

Chubb 

6 

WiMiam  M  Rees 

105 

389 

56 

34 

2 

Operations 

182 

8 

Avon  Products 

23 

Wayne  Hicklin' 

387 

387 

60 

43 

4 

Sales 

11,144 

9 

Sears,  Roebuck 

365 

Gordon  M  Metcalf 

275 

385 

64 

38 

5 

Marketing 

6,951 

9 

Eastman  Kodak 

110 

Louis  K  Eilers 

385 

385 

65 

38 

5 

Manufacturing 

559 

*11 

CBS 

23 

William  S  Paley 

200 

384 

70 

43 

26 

Administration 

83,080 

12 

First  Boston  Corp 

1 

Emil  J  Pattberg  Jr 

125 

375 

62 

42 

9 

Sales 

1,037 

13 

White  Consolidated 

22 

Edward  S  Reddig 

375 

375 

67 

34 

15 

Finance 

3,587 

14 

Goodyear  Tire  &  Rub 

137 

Russell  De  Young 

374 

374 

63 

40 

8 

Production 

6,211 

15 

Procter  &  Gamble 

45 

Howard  J  Morgens 

250 

374 

61 

38 

14 

Marketing 

11,271 

16 

Ford   Motor 

433 

Henry  Ford  II 

264 

370 

54 

32 

27 

Administration 

142,579t 

17 

American  Tel  &  Tel 

1,001 

Haakon  1  Romnes^ 

350 

350 

65 

44 

5 

Engineering 

274t 

18 

American  Express 

27 

Howard  L  Clark 

214 

349 

56 

27 

12 

Administration 

3,399 

19 

Xerox 

60 

C  Peter  McColough 

338 

338 

49 

17 

3 

Sales 

9,338t 

20 

Eli  Lilly 

24 

Eugene  N  Beesley 

168 

336 

63 

42 

19 

Administration 

12,742 

21 

Standard  Oil  (N  J) 

143 

John  K  Jamieson 

335 

335 

61 

23 

2 

Engineering 

2,168 

22 

Fruehauf 

15 

William  E'Grace 

240 

330 

64 

15 

12 

Sales 

2,116 

23 

Anheuser-Busch 

11 

August  A  Busch  Jr 

210 

329 

72 

48 

25 

Sales 

428,824 

24 

Hanna   Mining 

2 

Walter  A  Marling 

329 

329 

61 

19 

11 

Legal 

226 

25 

R  J  Reynolds  Inds 

26 

Alexander  H  Galloway 

323 

323 

64 

43 

1 

Finance 

1,551 

^Salary    and    bonus    exclude    deferred    compensation    and    stock    options.    ffStock 
ownership    includes    shares    held    or   controlled    by   CEO   and    his   family   beneficial- 
ly,   directly    and    indirectly.    tHoldings    other    than    common    stock    not    Included. 

1)  Succeeded  by  Fred  G.  Fusee 
4/1/72. 

1/1/72. 

2)  Succeeded  by  John  D.  de  Butts 

FORBES,   MAY   15,    1972 
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Who  Gets  the  Most  Pay? 


1971  Data 

Number  of 

His 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Salary  Remuneration^ 

His 

With 

As 

Corporate 

Controlledtt 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

26 

Kraftco 

48 

Gordon  Edwards 

250 

319 

64 

44 

5 

Finance 

1,395 

27 

IntI  Utilities 

32 

John  M  Seabrook 

175* 

317 

55 

12 

5 

Engineering 

sist 

28 

Westinghouse  Elec 

180 

Donald  C  Burnham 

225 

315 

57 

18 

8 

Manufacturing 

2,240 

28 

Squibb  Corp 

35 

Richard  M  Furland 

175 

315 

49 

6 

4 

Legal 

2,171 

30 

Johnson  &  Johnson 

40 

Philip  B  Hofmann 

314 

314 

62 

41 

8 

Sales 

11,607 

31 

American  Brands 

50 

Robert  B  Walker 

175 

311 

58 

34 

9 

Sales 

712 

32 

SSKresge 

100 

Har-Y  B  Cunningham 

125 

309 

64 

43 

13 

Sales 

9,200 

33 

Dow  Chemical 

48 

Charles  Branch 

240 

305 

56 

34 

1 

Production 

1,230 

34 

Combustion  Engineer 

33 

Arthur  J  Santry  Jr 

182 

302 

53 

16 

9 

Legal 

2,116 

35 

Lucky  Stores 

31 

William  H  Dyer  Jr 

301 

301 

54 

35 

1 

Operations 

2,947 

36 

F  W  Woolworth 

193 

Lester  A  Burcham 

301 

301 

58 

40 

1 

Administration 

749 

37 

General  Electric 

397 

Fred  J  Borch 

300 

300 

62 

41 

9 

Marketing 

2,697 

38 

United  States  Steel 

184 

Edwin  H  Gott 

300 

300 

64 

35 

3 

Production 

302 

38 

Phillips  Petroleum 

33 

William  W  Keeler 

300 

300 

64 

43 

4 

Manufacturing 

1,861 

38 

Northwest  Industries 

24 

Ben  W  Heineman 

300 

300 

58 

16 

16 

Legal 

l,013t 

41 

Kaiser  Industries 

1 

Edgar  F  Kaiser 

299 

299 

64 

47 

6 

Administration 

96,648t 

42 

PepsiCo 

30 

Donald  M  Kendall 

199 

299 

51 

25 

10 

Marketing 

3,812 

43 

Evans  Products 

15 

Monford  A  Orloff 

160 

296 

58 

10 

9 

Production 

7,313 

44 

Merrill  Lynch 

21 

Donald  T  Regan 

293 

293 

53 

26 

1 

Investment 

8,966 

45 

General  Foods 

47 

Chauncey  W  Cook 

260 

292 

62 

30 

7 

Engineering 

639 

46 

Texaco 

75 

Augustus  C  Long^ 

289 

289 

67 

42 

15 

International 

4,916 

47 

Minn  Mining  &  Manuf 

67 

Harry  Heltzer 

288 

288 

60 

38 

1 

Manufacturing 

2,326 

48 

W  R  Grace 

66 

J  Peter  Grace 

285 

285 

58 

36 

26 

Finance 

7,971t 

49 

LTV  Corp 

100 

W  Paul  Thayer 

282 

282 

52 

23 

1 

Sales 

lit 

50 

H  J  Heinz 

34 

R  Burt  Gookin 

281 

281 

57 

26 

6 

Finance 

1,201 

51 

Bendix 

86 

Athanas  P  Fontaine 

171 

281 

66 

28 

7 

Engineering 

421 

52 

Fedders 

11 

Salvatore  Giordano  Sr 

125 

277 

61 

44 

27 

Administration 

19,180 

53 

Firestone  Tire 

104 

Raymond  C  Firestone 

275 

275 

63 

38 

9 

Sales 

295,881 

53 

RCA  Corp 

127 

Robert  W  Sarnoff 

275 

275 

53 

23 

3 

Administration 

2,945 

53 

General  Motors 

773 

James  M  Roche" 

275 

275 

65 

44 

4 

Sales 

l,701t 

53 

Merck 

23 

Henry  W  Gadsden 

150 

275 

61 

34 

7 

Production 

3,339 

57 

E  1  du  Pont 

107 

Charles  B  McCoy 

193 

273 

63 

40 

4 

Production 

505t 

58 

Shell  Oil 

35 

Harold  N  Bridges 

193 

268 

56 

35 

1 

Production 

9 

59 

Deere 

38 

William  A  Hewitt 

198 

267 

57 

23 

16 

Marketing 

513 

60 

Greyhound 

60 

Gerald  H  Trautman 

221 

267 

59 

26 

6 

Legal 

165t 

61 

Caterpillar  Tractor 

60 

William  Blackie^ 

265 

265 

66 

32 

6 

Finance 

2,523 

61 

Sperry  Rand 

86 

James  F  Forster 

265 

265 

63 

33 

4 

Finance 

1,242 

63 

Owens-Illinois 

66 

Raymon  H  Mulford 

220 

264 

62 

38 

4 

Operations 

442 

64 

Celanese 

36 

John  W  Brooks 

263 

263 

54 

17 

4 

Marketing 

1,052 

65 

Union  Oil  California 

16 

Fred  L  Hartley 

203 

260 

55 

32 

7 

Marketing 

1,248 

66 

Dart  Industries 

27 

Justin  Dart 

259 

259 

64 

30 

29 

Marketing 

12,555 

67 

Continental  Oil 

41 

John  G  McLean 

185 

259 

54 

17 

2 

Finance 

527 

68 

Allis-Chalmers 

28 

David  C  Scott 

258 

258 

56 

3 

3 

Manufacturing 

915 

69 

Heublein 

13 

Stuart  D  Watson 

258 

258 

55 

6 

4 

Marketing 

3,827 

70 

Am  Elec  Power 

15 

Donald  C  Cook 

250 

257 

63 

18 

10 

Legal 

853 

71  Alcoa  43 

71  Occidental  Petroleum  33 

73  Revlon  12 

73  Cabot  6 

73  Warner-Lambert  56 


John  D  Harper 
Armand  Hammer 
Charles  Revson 
Robert  A  Charpie 
Stuart  K  Hensley 


tSilary  and  bonus  exclude  deferred  compensation  and  stock  options  ttStock 
ownership  includes  shares  held  or  controlled  by  CEO  and  his  family  beneficial- 
ly,   directly    and    indirectly     tHoldings    other    than    common    stock    not    included 


257  257  62  47  7  Manufacturing  243 

250  257  73  14  14  Founder  13,811 

255  255  65  40  37  Sales  99,103 

255  255  46  2  2  Physicist  19 

175  255  54  4  4  Sales  96 


'Salary  annualized.   3)  Succeeded  by  Maurice  F.   Granville  1/1/72.  J 

4)  Succeeded  by  Richard  C.  Gerstenberg  1/1/72.  5)  Succeeded  by  William^ 
H.  Franklin  4/3/72.  ) 
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Presenting  the  Ramada  Inn 
States  of  America 


1 


# 


>  Choice  of  people  who  make  America  go 

It  takes  all  types  of  people  to  make  America  go.  But  you  have  one  thing  in  common. 
When  you  travel  you  know  what  you  want  ...  so  do  we. 

Over  360  Ramada  Inns  nationwide  serve  you  with  the  finest  in  convenience, 
comfort,  service  and  value.  And  we're  growing  with  America.  This  year  over  60  more 
Ramada  Inns  will  be  born  to  serve  you  better.  .^^  M  m  »  m  ¥\  M®  YmT&Tr^ 

Join  the  travelers  with  something  going  for  them.        KAfMnf/A   INNiS 


Phone  Your  Nearest  RAMADA  INN  for  FREE 
Confirmed  RAMADA  INN  SIANT'  Reservations 


"f^i^iii^/s-V  c^eu^ 


Who  Gets  the  Most  Pay? 


Rank    Company 


Number  of 
Employees 
(000)  Chief  Executive 


1971  Data 
His  Total 

Salary  Remuneration^    His 
($000)       ($000)         Age 


Years  Served 

With        As 

Company   Chief 


Corporate 
Background 


Shares  Owned/  i 

Controlledtt 
($000) 


76  Clark  Equipment  23 

77  Burroughs  41 

78  George  A  Hormel  9 

79  Hoover  22 

80  Honeywell  94 


Walter  E  Schirmer 
Ray  W  MacDonald 
Moses  B  Thompson 
Felix  N  Mansager 
James  H  Binger 


194 
190 
253 
253 
253 


254 
254 
253 
253 
253 


61 
59 
62 
61 
55 


35 
36 
40 
43 
28 


Marketing 

Sales 

Sales 

Sales 

Administration 


3,112 
5,396 
62,048 
1,257 
4,146 


81  Gulf  &  Western  Inds  85 

82  Uniroyal  64 

83  Travelers  30 

84  General  Mills  33 

85  Pfizer  33 


Charles  G  Bluhdorn 
George  R  Vila 
Roger  C  Wilkins 
James  P  McFarland 
John  J  Powers  Jr 


252 
200 
250 
250 
250 


252 
251 
250 
250 
250 


45 
63 
65 
60 
59 


14 
35 
43 
37 
31 


14 

10 

3 

3 

4 


Founder 

Sales 

Finance 

Sales 

Legal 


13,321t 

1,477 

373 

469 

3,101 


86  General  Tel  &  Elec 

86  General  Development 

86  Gulf  Oil 

86  Standard  Oil  (Calif) 

86  Teledyne 


194  Leslie  H  Warner 

4  Charles  H  Kellstadt 

57  Ernest  D  Brockett 

45  Otto  N  Miller 

4  Henry  E  Singleton 


250 
250 
250 
250 
250 


250 
250 
250 
250 
250 


61 
75 
59 
62 
56 


34 
9 
37 
37 
12 


4 
8 
6 
4 
12 


Sales 

Sales 

Production 

Manufacturing 

Founder 


l,360t 

31 

2,716 

779 

15,280 


86 
86 
86 
86 
86 


Atlantic  Richfield 
Boise  Cascade 
MCA  Inc 
Skyline  Corp 
Getty  Oil 


30 
51 
8 
NA 
13 


Robert  0  Anderson 
Robert  V  Hansberger 
Lew  R  Wasserman 
Arthur  J  Decio 
J  Paul  Getty 


250  250  55  8  7  Production  39,116 

250  250  51  15  15  Finance  4,703 

250  250  58  34  24  Sales  24,548 

250  250  41  19  16  Administration  102,927 

250  250  79  57  23  Founder  24,906 


86 

TRW 

77 

Horace  A  Shepard 

250 

250 

59 

20 

2 

Administration 

4,508     i 

97 

Marcor 

121 

Leo  H  Schoenhofen 

249 

249 

57 

32 

10 

Administration 

74t[ 

97 

North  Am  Rockwell 

74 

Willard  F  Rockwell  Jr 

164 

249 

58 

25 

2 

Engineering 

5,375t  l' 

98 

Timken  Company 

21 

Herbert  E  Markley 

173 

249 

57 

33 

4 

Legal 

230 

99 

First  Chicago  Corp 

6 

Gaylord  Freeman 

249 

249 

62 

37 

3 

Legal 

296 

100 

Emerson  Electric 

24 

Wallace  R  Persons 

248 

248 

63 

18 

18 

Sales 

3,S18t  < 

101 

American  Cyanamid 

41 

Clifford  D  Siverd 

178 

248 

59 

36 

4 

Engineering 

471     \ 

102 

Kaiser  Alum  &  Chem 

25 

Thomas  J  Ready  Jr 

245 

245 

61 

29 

9 

Operations 

63 

103 

Campbell  Soup 

31 

William  B  Murphy 

225 

241 

64 

33 

19 

Marketing 

2,029 

104 

United  States  Gypsum 

18 

Graham  J  Morgan 

160 

240 

54 

32 

5 

Sales 

65 

105 

Am  Home  Products 

42 

William  F  Laporte 

240 

240 

58 

34 

7 

Administration 

3,358 

105 

Kinney  Services 

23 

Steven  J  Ross 

240 

240 

44 

10 

10 

Sales 

6,021 

107 

Bethlehem  Steel 

115 

Stewart  S  Cort 

190 

239 

61 

34 

1 

Sales 

44 

108 

Jos  Schlitz  Brewing 

6 

Robert  A  Uihiein  Jr 

239 

239 

56 

30 

11 

Administration 

104,102 

109 

Philip  Morris 

29 

Joseph  F  Cullman  3rd 

192 

238 

60 

26 

14 

Marketing 

ll,871t 

110 

Koppers 

16 

Fletcher  L  Byrom 

236 

236 

53 

24 

4 

Production 

422 

111 

Libbey-Owens-Ford 

17 

Robert  G  Wingerter 

182 

236 

55 

5 

5 

Sales 

211 

112 

Ralston  Purina 

32 

R  Hal  Dean 

235 

235 

56 

33 

4 

International 

3,125 

112 

First  Natl  City  Corp 

38 

Walter  B  Wriston 

235 

235 

52 

25 

2 

Finance 

119 

114 

Standard  Oil  (Ohio) 

20 

Charles  E  Spahr 

201 

234 

58 

32 

13 

Transportation 

2,193 

115 

Jim  Walter 

20 

James  W  Walter 

134 

234 

49 

26 

26 

Founder 

15,720 

116 

Union  Carbide 

99 

F  Perry  Wilson 

233 

233 

57 

31 

1 

Production 

184 

11/ 

Eaton 

43 

E  Mandell  De  Windt 

140 

233 

51 

30 

2 

Sales 

522 

118 

Fluor 

9 

J  Robert  Fluor 

135 

233 

50 

26 

10 

Engineering 

712 

119 

Sterling  Drug 

24 

J  Mark  Hiebert 

231 

231 

68 

37 

12 

Medical 

3,177 

120 

Borg-Warner 

41 

Robert  S  Ingersoll* 

230 

230 

58 

33 

14 

Engineering 

626 

121 

Chase  Manhattan 

22 

David  Rockefeller 

230 

230 

56 

26 

3 

International 

22,881t 

121 

Norttirop 

15 

Thomas  V  Jones 

150 

230 

51 

18 

12 

Engineering 

1,036 

123 

Textron 

62 

G  William  Miller 

229 

229 

47 

16 

13 

Legal 

2,095 

124 

Marathon  Oil 

8 

James  CDonnell  II 

190 

229 

61 

38 

24 

Production 

4,127 

tS»lary    and    bonus    exclude   deferred    compensation    and    stock    options 
ownership   includes   shares   held   or   controlled   by   CEO   and   his  family 
ly.    directly    and    indirectly.    tHoldings    other    than    common    stock    not 

ttStock 
leneficial- 
included. 

6)  Succeeded  by  Ja 
NA  Not  Available. 

mes  F. 

Bere  3/1/72. 
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Six  facts  you  won't  read  in  an  ad 
or  any  other  steel  belted  radial  tire. 


1THE  PIRELLI  CINTURATO  CN-75  IS  THE  ONLY 
TIRE  TO  USE'TRAC-STEEL  2 1  -"STEEL  CORDS 
COMPRISED  OF  A  VIRTUALLY  UNHEARD  OF 
.  NUMBER  OF  STEEL  FILAMENTS. 

In  the  Cinturato  steel  belted  radial,  each  steel  cord  is 
le  up  of  2 1  individual  filaments. 

We  know  of  no  other  tire  that  uses  that  many>tlthough 
/  should. 

Because  the  more  filaments  of  steel  used  in  a  cord,  the 
ater  the  directional  flexibility  of  the  tire. 

Or  to  put  it  in  layman's  terms,  you  get  better  traction, 
:er  handling  and  a  more  comfortable  ride. 

2  THE  CN-75  IS  THE  ONLY  TIRE  TO  COMBINE 
THE  STRENGTH  AND  PROTECTION  OF  STEEL 
WITH  THE  EFFORTLESS  HANDLING  AND  QUIET 
COMFORT  OF  TEXTILE. 

Because  of  its  unique  combination  of  "Trac-Steel  21'," 

rayon,  the  Pirelli  Cinturato  has  handling  and  comfort 
racteristics  not  usually  associated  with  steel  belted  tires. 

This  unique  combination  enables  the  Cinturato  to 
ler,  maneuver  and  grip  the  road  like  the  treads  of  a  tank. 

Yet  ride  smoothly  and  silently.  Without  harshness. 
:hout  hum.  Without  vibration.  On  any  surface.  At 

speed. 

3  THE  CN-7S  IS  THE  ONLY  TIRE  THAT  WAS  NOT 
ONLY  DESIGNED  FOR  AMERICAN  CARS.  IT 
WAS  TUNED"  TO  THEM. 

,  Like  many  other  steel  belted  radials,  the  Cinturato  was 
,igned  for  American  car  suspensions. 

But  then  we  at  Pirelli  put  the  Cinturato  through  a 
formance  test.  For  over  a  million  miles.  Under  all  kinds 

riving  conditions. 

I  We  tested  our  tire  on  American  roads.  On  virtually 
iry  class  of  American  car.  From  the  mini  cars  to  the 
lury  cars  to  the  high  performance  jobs. 
'  Every  aspect  of  the  tire  was  tested.  And  if  anything 
ded  improving  along  the  way,  we  improved  it. 

Before  we  introduced  it  to  you. 


4  BEFORE  THE  CN-75  WAS  INTRODUCED,  WE 
ROAD  TESTED  IT  FOR  OVER  A  MILLION 
MILES.  TO  BE  SURE  WE  COULD  GUARANTEE  YOU 
AT  LEAST  40,000. 

Now  don't  think  that  every  car  we  tested  got  40,000 
miles.  Some  only  got  30,000.  Some  got  over  50,000.  (When 
you  test  under  conditions  as  tough  as  we  did  there  are 
bound  to  be  variations.) 

But  we  are  sure  we  can  guarantee  you  at  least  40,000  miles. 
And  there's  something  else  different  about  Pirelli's  guarantee. 

While  we  strongly  recommend  that  you  check  your 
front  end,  and  do  a  few  other  things  every  6,000  miles  or  so 
(for  your  own  safety),  we  won't  cancel  your  guarantee  if  you 
don't.  As  long  as  any  problem  is  unrelated  to  a  vehicle  defect. 

In  other  words,  we  didn't  just  guarantee  our  tire  and 
hope  you  wouldn't  read  the  fine  print. 

5  EVERY  SINGLE  CN-75  IS  COMPLETELY  X-RAY 
INSPECTED.  AFFORDING  US  100%  QUALITY 
CONTROL. 

We  at  Pirelli  have  been  making  radials  for  over  20  years, 
and  we  know  that  a  steel  belted  radial  is  very  difficult  to  make. 

So  we  don't  take  any  chances. 

Each  CN-75  is  X-rayed.  100%. 

Because  we  know  that  even  if  the  slightest  thing  is 
wrong  with  the  tire,  the  efifect  it  could  have  on  a  car  will  be 
more  than  slight. 


6 


THE  PIRELLI  CINTURATO  CN-75  NEVER  HAS 
TO  BE  ROTATED. 


If  you  keep  your  car  in  reasonably  good  shape,  tires 
properly  inflated  and  wheels  balanced,  Pirelli  Cinturatos 
will  wear  evenly. 

The  reason  is  that  Cinturatos  are  so  precisely  built  that 
it  makes  uneven  wear  virtually  impossible. 

So  there's  no  need  to  rotate  them. 

See  if  any  tire  company  will  tell  you  that  about  their  tire. 

Or,  for  that  matter,  any  of  the 
other  things  we've  mentioned. 


f 


IRELLI 

Steel  Belted  Radial  Tires 


Who  Gets  the  Most  Pay? 

** 

1971  Data 

] 
Shares  Owner 

( 

Number  of 

His 

Total 

Years  Served 

I 

Employees 

Salary  Remuneration^ 

His 

-  With 

As 

Corporate 

Controlledf 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

125 

Aetna  Life  &  Cas 

27 

Olcott  D  Smith 

225 

227 

£4 

9 

8 

Legal 

444 

i                            126 

Winn-Dixie  Stores 

15 

Bert  L  Thomas 

225 

225 

54 

26 

6 

Manufacturing 

2,113 

127 

Oscar  IVIayer 

13 

Oscar  G  Mayer  Jr' 

225 

225 

58 

36 

6 

Operations 

161.472 

128 

Colt  Industries 

22 

George  A  Strichman 

165 

225 

55 

9 

9 

Administration 

811 

128 

Republic  Steel 

43 

Willis  B  Boyer 

225 

225 

57 

34 

1 

Finance 

41 

128 

Am  Metal  Climax 

17 

Ian  MacGregor 

200 

225 

59 

14 

5 

Marketing 

845 

128 

Gillette 

25 

Vincent  C  Ziegler 

225 

225 

61 

25 

5 

Sales 

664 

«                            128 

Kennecott  Copper 

29 

Frank  R  Milliken 

225 

225 

58 

19 

11 

Engineering 

69 

\                            128 

Walter  Kidde 

33 

Fred  R  Sullivan 

225 

225 

57 

8 

8 

Administration 

824 

1                            128 

Colgate-Palmolive 

23 

David  R  Foster 

225 

225 

51 

26 

1 

International 

843 

135 

International  Paper 

55 

Paul  A  Gorman 

224 

224 

64 

2 

1 

Administration 

7 

136 

PPG  Industries 

37 

Robinson  F  Barker 

160 

223 

58 

36 

4 

Sales 

1,1401 

137 

American  Can 

52 

William  F  May 

223 

223 

56 

32 

7 

Administration 

155 

138 

Nabisco 

45 

Lee  S  Bickmore 

213 

221 

63 

39 

12 

Sales 

440 

139 

Beatrice  Foods 

46 

William  G  Karnes  Jr 

220 

220 

61 

36 

20 

Legal 

1,687 

139 

Bankers  Trust  N  Y 

12 

William  H  Moore 

220 

220 

57 

33 

14 

Finance 

552 

141 

Technicon 

3 

Edwin  C  Whitehead 

219 

219 

52 

32 

3 

Founder 

389,593! 

142 

Allied  Chemical 

33 

John  T  Connor 

180 

219 

57 

5 

4 

Legal 

816 

143 

Studebaker-Worthington        27 

Derald  H  Ruttenberg 

200 

219 

56 

5 

4 

Finance 

3,517 

144 

May  Dept  Stores 

52 

Stanley  J  Goodman 

217 

217 

63 

25 

5 

Marketing 

817 

i                            145 

Gannett 

13 

Paul  Miller 

150 

216 

65 

24 

15 

Newsman 

3,700 

146 

Pennzoil  United 

10 

John  H  Liedtke 

215 

215 

50 

10 

9 

Finance 

10,442 

1                              146 

Chemical  New  York 

11 

William  S  Renchard 

215 

215 

64 

41 

6 

Finance 

3U 

146 

Nat  Cash  Register 

95 

Robert  S  Oelman 

175 

215 

62 

39 

12 

Marketing 

1,285 

149 

Avco 

50 

James  R  Kerr 

215 

215 

55 

18 

3 

Administration 

150 

Newmont  Mining 

2 

Plato  Malozemoff 

215 

215 

62 

26 

18 

Engineering 

3,436 

151 

J  P  Morgan  &  Co 

9 

Ellmore  C  Patterson 

156 

215 

58 

37 

1 

Finance 

501 

152 

Sun  Oil 

27 

Robert  G  Dunlop 

163 

213 

62 

39 

9 

Finance 

2,645 

153 

III  Central  inds 

31 

William  B  Johnson 

167 

212 

54 

6 

6 

Legal 

2,91$ 

154 

Wells  Fargo 

10 

Richard  P  Cooley 

170 

210 

48 

23 

5 

Finance 

11! 

155 

Texas  Gulf  Sulphur 

3 

Claude  0  Stephens 

200 

210 

63 

39 

11 

Engineering 

m 

156 

Anchor  Hocking 

15 

John  L  Gushman 

150 

209 

59 

11 

4 

Legal 

1,47) 

157 

Babcock  &  Wilcox 

37 

George  G  Zipf 

208 

208 

51 

29 

4 

Manufacturing 

22S 

158 

Consolidated  Foods 

60 

William  A  Buzick  Jr 

150 

208 

51 

11 

2 

Legal 

1,14: 

158 

MGM 

5 

James  T  Aubrey  Jr 

208 

208 

53 

2 

2 

Sales 

sot 

160 

Cities  Service 

23 

Charles  S  Mitchell^ 

178 

208 

63 

42 

4 

Operations 

Ni 

161 

Tenneco 

63 

Nelson  W  Freeman 

156 

207 

63 

28 

3 

Sales 

1,42 

162 

Quaker  Oats 

15 

Robert  D  Stuart  Jr 

207 

207 

55 

24 

5 

Marketing 

6,02 

163 

Eastern  Air  Lines 

32 

Floyd  D  Hall 

207 

207 

56 

8 

8 

Marketing 

96 

164 

Southland  Corp 

20 

John  P  Thompson 

206 

206 

46 

23 

11 

Finance 

34,75 

165 

DIGiorgio 

6 

Robert  DiGiorgio 

139 

206 

60 

35 

10 

Finance 

39 

166 

Cluett,  Peabody 

31 

Henry  H  Henley  Jr 

150 

205 

50 

5 

2 

Sales 

37 

167 

Am  Smelting  &  Ref 

14 

Charles  F  Barber 

167 

205 

55 

16 

1 

Legal 

19 

168 

Times-Mirror 

14 

Franklin  D  Murphy 

205 

205 

56 

3 

3 

Legal 

33 

169 

Diamond  Int 

19 

Richard  J  Walters 

204 

204 

42 

22 

2 

Administration 

W 

170 

Raytheon 

46 

Thomas  L  Phillips 

204 

204 

48 

23 

3 

Engineering 

1,» 

171 

Bache  &  Co 

6 

John  E  Leslie 

145 

203 

61 

17 

3 

Finance 

1.K 

172 

Marshall  Field 

24 

Gerald  A  Sivage 

203 

203 

63 

41 

8 

Finance 

6] 

173 

Nat  Dist  &  Chem 

18 

Drummond  C  Bell 

202 

202 

56 

15 

1 

Finance 

V 

174 

Santa  Fe  Industries 

39 

Ernest  S  Marsh 

200 

202 

68 

54 

4 

Operations 

1! 

♦  Salary    and    bonus    exclude    deferred    compensation    and    stock    options.    ttStock 
ownership    includes   shares    held   or    controlled    by    CEO   and    his   family   beneficial- 
ly,   directly    and    indirectly.    tHoldings    other    than    common    stock    not    included. 

7)  Succeeded  by  P. 

^"^~'^ "I 
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AUD  STILL  GROWING 


Per  Share  Earnings 

(In  dollars  per  share) 


4.00- 


■67     68     69    70    71 


1971  $3.65 

1970  $2.80 

1969  $2.48 

1968  $2.24 

1967  $1.86 


Dividends 

(In  dollars  per  share) 


1.20- 


.90  • 


'67     68    '69     70    71 


1971  $1.17 

1970  $1,07 

1969  $  .97 

1968  $  .87 

1967  $  .73 


NN  Corporation's  pattern  of  growth  in  revenues,  earnings,  and 
dividends  continued  in  1971. 

This  sustained  growth,  developed  from  a  solid  financial  insur- 
ance base,  is  demonstrated  by  per  share  compounded  growth 
rates  of  16.0%  in  earnings,  11.2%  in  dividends,  and  11.8% 
in  revenues. 

NN  Corporation  is  the  parent  company  of  the  Northwestern 
National  Insurance  Group  and  of  rapidly  growing  subsidi- 
aries in  investment  management,  computer  facilities  man- 
agement and  leasing,  financial  services,  and  mutual  fund 
reporting.  NN's  corporate  reputation  for  stability  is  under- 
scored by  its  record  of  98  consecutive  years  of  dividend 
payments. 

r  the  complete  NN  story,  write  William  R.  Johnson, 
xecutive  Vice  President,  NN  Corporation,  731   North 
ackson  Street,  Milwaukee,  Wisconsin.  53202.  Or 
phone  (414)  271-8570. 


NN  CORPORATION 

NORTHWESTERN     NATIONAL     INSURANCE    COMPANY     •     PACIFIC 
AUTOMOBILE     INSURANCE    COMPANY    •     OREGON    AUTOMOBILE 
INSURANCE   COMPANY    •   TALBOT.   BIRD   &   CO  ,   INC.    •    UNIVER- 
SAL   REINSURANCE    CORPORATION    •    LAWYERS    SURETY    COR- 
PORATION  •    NN   INVESTORS  LIFE   INSURANCE  COMPANY.   INC. 
•    NN    INVE.STMENT    SERVICES,    INC.    •    WIESENBERGER    SER- 
VICES,   INC.    •   ARTHUR   WIESENBERGER   &   COMPANY.    INC,    • 
EXECUTIVE    COMPUTER    SYSTEMS,     INC.    •     NN    DATAFORMS 
INCORPORATED    •    NN    DATAFORMS    WEST,    INC.    •    ANDER- 
SON/ROETHLE   &   ASSOCIATES,    INC. 


Who  Gets  the  Most  Pay? 


1971  Data 

Number  of 

His 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Salary  Remuneration^ 

His 

With 

As 

Corporate 

Controlledtt 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

175 

National  Steel 

31 

George  A  Stinson 

202 

202 

56  ■ 

10 

5 

Legal 

1,480 

175 

Trane 

8 

Thomas  Hancock 

160 

202 

59 

38 

6 

Sales 

1,574 

177 

INA 

14 

John  T  Gurash 

200 

200 

61 

3 

2 

Administration 

1,909 

178 

Liggett  &  Myers 

8 

Milton  E  Harrington 

200 

200 

63 

38 

7 

Administration 

127 

179 

Norton  Simon 

30 

David  J  Mahoney 

150 

200 

49 

3 

2 

Administration 

45t 

179 

Mfrs  Hanover  Corp 

12 

Gabriel  Hauge 

200 

200 

58 

13 

1 

Finance 

319 

179 

Kellogg 

12 

Lyie  C  Roll' 

200 

200 

64 

44 

14 

Sales 

2,160 

179 

Sperry  &  Hutchinson 

17 

William  S  Beinecke 

200 

200 

58 

19 

10 

Legal 

306,590 

179 

Burlington  Inds 

82 

Charles  F  Myers  Jr 

200 

200 

60 

25 

10 

Finance 

1,567 

179 

Anaconda 

27 

John  B  M  Place 

200* 

200 

46 

1 

1 

Finance 

54 

179 

Ingersoll-Rand 

32 

William  L  Wearly 

175" 

200 

56 

9 

4 

Sales 

292 

179 

Continental  Illinois 

8 

Donald  M  Graham 

200 

200 

58 

19 

3 

Legal 

93 

179 

Scovill  Mfg 

18 

Malcolm  Baldridge 

200 

200 

50 

10 

2 

Administration 

2,762 

179 

Coca-Cola 

30 

J  Paul  Austin 

200 

200 

57 

22 

5 

Legal 

6,597 

179 

Chrysler 

227 

Lynn  Townsend 

200 

200 

53 

15 

6 

Finance 

1,148 

179 

CPC  International 

44 

Howard  C  Harder 

200 

200 

56 

35 

4 

Administration 

535 

179 

Broadway-Hale 

25 

Edward  W  Carter 

200 

200 

60 

26 

26 

Administration 

8,835 

179 

Crowell-Collier  Mac 

14 

Raymond  C  Hagel 

200 

200 

55 

12 

9 

Marketing 

l,706t  ' 

179 

White  Motor 

15 

Semon  E  Knudsen 

200* 

200 

59 

1 

1 

Administration 

4,896 

179 

Litton  Industries 

116 

Charles  B  Thornton 

200 

200 

58 

18 

18 

Founder 

24,016t 

179 

Fuqua  Industries 

13 

John  B  Fuqua 

200 

200 

53 

6 

6 

Broadcasting 

6,667t 

179 

Ogden 

44 

Ralph  EAblon 

200 

200 

56 

17 

10 

Marketing 

1,191 

179 

Martin  Marietta 

29 

George  M  Bunker 

200 

200 

63 

19 

19 

Engineering 

3,536 

179 

Sunbeam 

20 

Robert  P  Gwinn 

200 

200 

64 

35 

16 

Sales 

2,235 

199 

A-T-0 

14 

Harry  E  Figgie 

140 

200 

48 

8 

8 

Administration 

3,289t  1 

200 

Magnavox 

20 

Robert  H  Piatt 

150 

200 

51 

8 

3 

Finance 

499 

201 

N  L  Industries 

70 

Edward  R  Rowley 

198 

198 

62 

39 

4 

Production 

115 

202 

Armstrong  Cork 

21 

James  H  Binns 

198 

198 

59 

36 

4 

Sales 

904 

202 

Chromalloy  Amer  Corp         20 

Joseph  Freidman 

175 

198 

65 

15 

12 

Actuary 

2,929 

204 

Otis  Elevator 

50 

RalphAWeller 

142 

197 

50 

24 

2 

Sales 

69 

205 

Weyerhaeuser 

45 

George  H  Weyerhaeuser 

195 

195 

46 

22 

6 

Production 

25,165 

205 

GAF  Corp 

22 

Jesse  Werner 

195 

195 

55 

33 

10 

Administration 

1,867 

205 

Cyprus  Mines 

4 

Henry  TMudd 

130 

195 

59 

26 

7 

Engineering 

59,680 

208 

Central  Soya 

7 

DaleWMcMillenJr 

146 

194 

58 

36 

18 

Production 

7,068 

209 

Phelps  Dodge 

16 

George  B  Munroe 

155 

193 

50 

14 

2 

Legal 

64 

210 

Borden 

46 

Augustine  R  Marusi 

193 

193 

58 

33 

5 

Sales 

517 

210 

Time  Inc 

11 

Andrew  Heiskell 

193 

193 

57 

35 

3 

Newsman 

1,548 

212 

Richardson-Merrell 

14 

Harry  R  Marschalk 

156 

193 

56 

34 

10 

Marketing 

405 

213 

Household  Finance 

51 

Arthur  E  Rasmussen 

192 

192 

49 

4 

1 

Administration 

259 

214 

Standard  Brands 

22 

Henry  Weigl 

192 

192 

59 

28 

8 

Legal 

uoo 

215 

Southern  Pacific 

47 

Benjamin  F  Biaggini 

191 

191 

56 

35 

3 

Engineering 

151 

216 

Union  Pacific  Corp 

32 

Frank  E  Barnett 

190 

190 

59 

20 

2 

Legal 

153 

217 

Bristol-Myers 

24 

Gavin  K  MacBain"* 

190 

190 

61 

26 

5 

Finance 

934 

217 

Addressograph  Multi 

22 

Charles  L  Davis 

190' 

190 

52 

1 

1 

Administration 

1,375 

217 

Int  Harvester 

99 

Brooks  McCormick 

190 

190 

55 

31 

1 

Manufacturing 

3,905 

217 

Nortrust  Corp 

2 

Edward  B  Smith 

190 

190 

62 

39 

8 

Finance 

4,894 

221 

Outboard  Marine 

13 

William  C  Scott 

124 

190 

59 

29 

13 

Purchasing 

1,274 

222 

Continental  Can 

68 

Robert  S  Hatfield 

190 

190 

56 

36 

1 

Sales 

478 

223 

American  Greetings 

9 

Irving  1  Stone 

189 

189 

63 

49 

11 

Administration 

31,746 

224 

Hercules 

21 

Werner  C  Brown 

189 

189 

53 

29 

1 

Sales 

363 

tSalary    and    bonus    exclude   deferred    compensation    and    stock    options.    ftStocit 
ownership   Includes  shares   held   or  controlled   by   CEO  and   his  family  beneficial- 
ly,   directly   and    Indirectly.    fHoldings   other    than    common    stock    not    included. 

'Salary  annualized.  9)  Succeeded  by  Joe  E.  Lonning  3/28/72 
by  Richard  Gelb  1/1/72. 

.  10)  Succeeded 
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Sure,  elevators  are  the  biggest  part  of  our  business  or 
our  name  wouldn't  be  Otis  Elevator  Company.  But  we 
do  make  a  lot  of  other  things.  Most  of  these  products 
are  used  in  moving  people  or  things,  horizontally  and 
vertically.  That's  because  we've  acquired  a  lot  of  knowl- 
edge from  our  elevator  business  and  want  to  use  it, 
profitably,  wherever  we  can. 

Our  automated  warehouses  and  supply  systems  use 
this  knowledge.  So  do  our  mechanical  parking  garages, 
stacker  cranes  and  fork  lift  trucks.  We're  working  on 
container  handling,  building  supply  systems  and  better 
ways  to  move  people  from  one  side  of  town  to  the  other 


by  using  our  elevator  and  escalator  know-how. 

Other  companies  know  how  to  build  some  of  these 
things.  But  Otis  makes  them  all  and  maintains  them  with 
the  largest  manufacturer's  maintenance  organization 
in  the  world.  We're  kind  of  unique  in  that  capability. 

A  few  people  have  suggested  that  we  change  our 
name.  We  thought  about  it,  but 
decided  we  liked  what  we've  been 
called  for  the  last  119  years. 

Besides,  what  would  we  call  our- 
selves? The  Otis  People  and  Thing 
Movingand  MaintenanceCompany?  HAS  A  SYSTEM 


Dlis 


At  Otis,  we  make  a  lot  more 
than  elevators. 


Automated  warehouse  storage 
and  retrieval  systems. 


Air-cushioned,  linear  propulsion 
vehicle  systems. 


Remember. . .  Ronson  does  a  lot  more 
than  light  cigarettes 


Everyone  knows  Ronson  is  world 
renowned  for  pocket  and  table 
lighters,  fuels  and  flints.  But  did 
you  know  that  we  also  make  elec- 
tric appliances  for  home  and  per- 
sonal use?  For  example,  Ronson 
makes  all  these  appliances,  in  the 
U.S.A.  and  in  seven  countries 
throughout  the  world. 

ELECTRIC  BLENDERS-with  the 
only  blender  that  cooks. 

FOODMATIC— the  one  kitchen 


appliance  that  does  the  work  of 
dozens. .  .does  it  better,  in  less  space. 

ELECTRIC  KNIVES,  JUICERS, 
ICE  CRUSHERS.  A  portable  can- 
opener  that  also  mixes,  whips,  sharp- 
ens knives.  BROILERS-  featuring 
QUINTISSERIE,  cooks  5  ways. 
ELECTRIC  SHAVERS-  cord  and 
cordless.  ELECTRIC 
TOOTHBRUSHES. 


ROTO-SHINE— shoe  polisher. 
HAIR  DRYERS— portable  and  beauty 
salon  types. 

And  Ronson  also  makes  LP  Gas 
Appliances . . .  BUTANE  CANDLES 
and  LANTERNS  for  light  indoors 
or  out.  TABLE  CHEF  to  cook 
at  the  table.  SEA  CHEF-a 
butane  boat  stove.  A  butane 
TORCH... for  the  home 
handyman. 


RONSON 


1^1972  Roi^ton  Corporlllon,  U.S.A. 


Who  Gets  the  Most  Pay? 


1971  Data 

Number  of 

His 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Salary  Remuneration^ 

His 

With 

As 

Corporate 

Controlledtt 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

225 

Square  D 

14 

Mitchell  P  Kartalia 

187 

187 

58 

32 

4 

Marketing 

640 

226 

Beneficial  Corp 

32 

Edgar  T  Higgins 

186 

186 

66 

39 

1 

Legal 

49t 

227 

Federated  Dpt  Stores 

70 

Ralph  Lazarus 

186 

186 

58 

37 

5 

Administration 

18,643 

228 

Associated  Dry  Goods 

40 

Lewis  P  Seller 

185 

185 

66 

36 

5 

Sales 

2,300 

228 

Carrier 

18 

Melvin  C  Holm 

125 

185 

55 

35 

3 

Finance 

827 

230 

Trans  World  Airlines 

35 

Charles  C  Tillinghast  Jr 

101 

185 

61 

11 

11 

Manufacturing 

503 

231 

Commonwealth  Edison 

15 

J  Harris  Ward 

182 

182 

64 

34 

10 

Sales 

249t 

232 

AMF 

27 

Rodney  C  Gott 

182 

182 

60 

26 

4 

Engineering 

l,443t 

233 

Foremost-McKesson 

17 

Rudolph  J  Drews 

131 

181 

58 

11 

9 

Finance 

l,235t 

234 

American  Motors 

26 

Roy  0  Chapin  Jr 

156 

180 

56 

34 

5 

Engineering 

178 

235 

Lone  Star  Industries 

9 

John  R  Kringel 

154 

180 

59 

18 

3 

Administration 

390 

236 

Sec  Pac  Nat  Bank  Cal 

16 

Frederick  G  Larkin  Jr 

180 

180 

58 

35 

4 

Investment 

71 

236 

Pet 

22 

Boyd  F  Schenk 

120 

180 

49 

24 

3 

Production 

247 

236 

General  Dynamics 

67 

David  S  Lewis 

180 

180 

54 

1 

1 

Engineering 

44 

236 

Melville  Shoe 

15 

Francis  C  Rooney  Jr 

125 

180 

50 

19 

8 

Sales 

1,497 

236 

Superior  Oil 

2 

Howard  B  Keck 

180 

180 

59 

38 

19 

Administration 

98,488t 

236 

Rollins 

8 

0  Wayne  Rollins 

180 

180 

60 

24 

24 

Founder 

136,828 

236 

Kayser-Roth 

30 

Chester  H  Roth 

180 

180 

69 

43 

7 

Founder 

47,663 

236 

Corning  Glass  Works 

32 

Amory  Houghton  Jr 

180 

180 

45 

21 

8 

Administration 

12,977 

244 

Engelhard  Min  &  Chen 

1         8 

Milton  F  Rosenthal 

140 

179 

58 

5 

1 

Administration 

1,413 

245 

General  Public  Utils 

11 

William  G  Kuhns 

179 

179 

50 

16 

5 

Finance 

36 

246 

American  Natural  Gas 

8 

Ralph  T  McElvenny 

179 

179 

65 

27 

18 

Finance 

139 

247 

Wheeling-Pitts  Steel 

18 

Allison  R  Maxwell  Jr 

179 

179 

57 

36 

3 

Sales 

23 

248 

Gen  Tire  &  Rubber 

40 

Michael  GO'Neil 

178 

178 

50 

26 

12 

Administration 

83,938 

249 

Wachovia 

5 

John  F  Watlington  Jr 

178 

178 

61 

39 

4 

Finance 

572 

250 

Bell  &  Howell 

13 

Donald  N  Frey 

112 

178 

49 

1 

1 

Engineering 

120 

251 

Armco  Steel 

50 

C  William  Verity 

178 

178 

55 

31 

6 

Administration 

200t 

252 

Gen  American  Trans 

8 

Thomas  M  Thompson 

177 

177 

55 

33 

11 

Sales 

254t 

253 

Smith  Kline  &  French 

10 

Thomas  M  Rauch 

177 

177 

50 

26 

4 

Marketing 

22 

254 

Whittaker 

17 

Joseph  FAIibrandi 

126 

176 

43 

1 

1 

Administration 

519 

255 

Amerada  Hess 

5 

Hubert  W  McCollum 

176 

176 

58 

21 

2 

Administration 

3,526 

256 

Bank  of  New  York 

5 

Samuel  H  Woolley 

176 

176 

62 

39 

9 

Finance 

79 

257 

Inland  Steel 

33 

Frederick  G  Jaicks 

129 

176 

53 

32 

1 

Production 

173 

258 

Jewel  Companies 

40 

Donald  S  Perkins 

175 

175 

45 

18 

1 

Sales 

1,174 

259 

Kerr-McGee 

9 

Dean  A  McGee 

175 

175 

68 

35 

18 

Production 

40,854t 

2S9 

Singer 

132 

Donald  P  Kircher 

175 

175 

56 

23 

13 

Legal 

2,465 

259 

Pabst  Brewing 

5 

James  C  Windham 

175 

175 

58 

17 

16 

Finance 

3,048 

259 

McDonald's  Corp 

16 

Ray  A  Kroc 

175 

175 

68 

17 

4 

Sales 

299,811 

259 

Champion  Intn'l 

46 

Karl  R  Bendetsen 

175 

175 

64 

20 

4 

Legal 

1,950 

259 

Olln  Corp 

30 

Gordon  Grand" 

175 

175 

55 

18 

7 

Legal 

439 

259 

Union  Camp 

15 

Alexander  CalderJr 

175 

175 

55 

31 

12 

Marketing 

1,080 

259 

Norfolk  &  Western  Ry 

28 

John  P  Fishwick 

175 

175 

55 

26 

2 

Legal 

118t 

259 

Safeway  Stores 

98 

Quentin  Reynolds 

175 

175 

66 

47 

4 

Marketing 

443 

259 

Schlumberger 

32 

Jean  RIboud 

175 

175 

53 

21 

7 

Administration 

5,223 

269 

Gould  Inc 

14 

William  TYIvisaker 

175 

175 

48 

2 

2 

Marketing 

266t 

270 

FMC 

46 

Jack  M  Pope'2 

174 

174 

59 

30 

5 

Finance 

82 

271 

Amfac 

22 

Henry  A  Walker  Jr 

134 

174 

50 

24 

4 

Production 

860 

272 

Ak2ona 

17 

Claude  S  Ramsey 

125 

173 

47 

21 

5 

Marketing 

683 

273 

Consol  Freightways 

15 

William  G  White 

173 

173 

59 

12 

12 

Operations 

1,778 

274 

Charter  N  Y 

7 

Gordon  T  Wallis 

150 

173 

53 

32 

2 

Finance 

17 

tSa 

ary    and    bonus    exclude    deferred    compensation    and    stock    options.    ttStock 

11)  Succeeded    by 

James    F. 

Towey 

/27/72.    12)  Succeeded    by    Robert 

ownership   includes   shares   held 

or   controlled    by    CEO    and    his   family   beneficial- 

Mallott    1/2/72. 

ly, 

directly    and    indirectly.    tHoldings    other    than    common    stock    not    included. 
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Who  Gets  the  Most  Pay? 


1971  Data 

Number  of 

His 

Total 

Ye^rs  Served 

Shares  Owned/ 

Employees 

Salary  Remuneration^ 

His 

With 

As 

Corporate 

Controlledtt 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age. 

Company 

Chief 

Background 

($000) 

275 

Columbia  Gas  System 

12 

John  W  Partridge 

172 

172 

61 

40 

1 

Engineering 

168 

276 

El  Paso  Natural  Gas 

16 

Howard  Boyd 

171 

171 

63 

20 

7 

Legal 

365 

277 

CIT  Financial 

24 

Walters  Holmes  Jr 

171 

171 

52 

13 

2 

Finance 

417 

278 

Burlington  Northern 

45 

Louis  W  Menk 

171 

171 

54 

2 

1 

Operations 

139 

279 

Texas  Eastern  Trans 

5 

Baxter  D  Goodrich 

140 

171 

58 

25 

7 

Engineering 

1.880 

280 

Dow  Jones 

4 

William  F  Kerby 

140 

170 

63 

39 

6 

Newsman 

1,360 

280 

Georgia-Pacific 

37 

Robert  B  Pamplin 

170 

170 

60 

38 

4 

Finance 

7,982 

280 

Northwest  Airlines 

10 

Donald  W  Nyrop 

170 

170 

60 

17 

17 

Legal 

3,222 

283 

Texas  Gas  Trans 

8 

William  M  Elmer 

170 

170 

57 

24 

4 

Finance 

486 

284 

Cleveland  Trust 

3 

George  F  Karch 

149 

169 

65 

46 

6 

Legal 

96 

285 

Loews 

16 

ilaurence  A  Tisch 

169 

169 

48 

12 

11 

Administration 

427,601 

286 

BankAmerica  Corp 

49 

A!den  W  Clausen 

168 

168 

49 

22 

2 

Finance 

190 

287 

Owens-Corning  Fiberg 

16 

Lauris  Norstad 

150 

168 

65 

9 

4 

Administration 

388 

288 

Morton-Norwich 

10 

Lewis  F  Bonham" 

166 

166 

59 

9 

8 

Marketing 

416 

289 

Missouri  Pacific  R  R 

20 

Downing  B  Jenks 

166 

166 

56 

10 

10 

Operations 

143 

289 

Signal  Companies 

30 

Forrest  N  Shumway 

166 

166 

44 

14 

3 

Legal 

758 

291 

Utah  International 

3 

Edmund  W  Littlefield 

166 

166 

58 

21 

1 

Finance 

11,824 

292 

Fidelity  Corp  (Penn) 

3 

Howard  C  Petersen 

165 

165 

62 

24 

21 

Legal 

498 

293 

Westvaco 

14 

David  L  Luke  III 

165 

165 

48 

20 

10 

Finance 

2,060 

293 

Marlennan 

6 

William  F  Souder  Jr 

125 

165 

60 

20 

2 

Sales 

8,554 

293 

Transamerica 

22 

John  R  Beckett 

165 

165 

54 

11 

6 

Finance 

963 

296 

Chi  Mil  St  P  &  Pac 

14 

William  J  Quinn 

165 

165 

61 

17 

2 

Legal 

16 

297 

Champion  Spark  Plug 

11 

Robert  A  Stranahan  Jr 

164 

164 

57 

37 

18 

Administration 

293,841 

298 

American  Standard 

65 

William  A  Marquard 

164 

164 

52 

20 

1 

Administration 

581 

299 

Airco 

14 

George  S  Dillon 

163 

163 

54 

10 

4 

Legal 

228 

300 

Dillingham 

12 

Lowell  S  Dillingham 

162 

163 

60 

37 

11 

Administration 

13,318 

301 

Pillsbury 

18 

Robert  J  Keith 

163 

163 

58 

36 

4 

Sales 

727 

302 

Abbott  Laboratories 

12 

George  R  Cain 

162 

162 

61 

32 

10 

Sales 

6,387 

303 

Discount  Corp  NY 

0.1 

Charles  Dunbar 

100 

162 

60 

34 

5 

Sales 

103 

304 

United  Aircraft 

62 

William  P  Gwinn 

162 

162 

65 

4 

4 

Sales 

236 

305 

Kaufman  &  Broad 

2 

Eli  Broad 

77 

161 

38 

15 

15 

Finance 

70,230 

306 

Chesebrough-Pond's 

9 

Ralph  E  Ward 

115 

161 

51 

25 

4 

International 

1,589 

307 

PACCAR 

9 

Charles  Pigott 

161 

161 

42 

15 

6 

Engineering 

16,809 

308 

Collins  &  Aikman 

9 

Donald  F  McCullough 

161 

161 

47 

26 

10 

Marketing 

9,425 

309 

Imperial  Corp  of  Am 

1 

Jack  H  McDonald 

135 

160 

61 

12 

8 

Finance 

117 

310 

Consumers  Power 

12 

Alphonse  H  Aymond 

160 

160 

57 

25 

12 

Legal 

135 

310 

National  Gypsum 

14 

Colon  Brown 

160 

160 

62 

34 

7 

Manufacturing 

393 

310 

Kroger 

54 

James  P  Herring 

160 

160 

57 

11 

1 

Marketing 

228 

310 

Cyclops 

9 

William  G  Stewart 

160 

160 

64 

42 

17 

Sales 

2,697 

310 
310 

Northern  Natural  Gas 

9 

Willis  A  Strauss 

160 

160 

50 

23 

5 

Administration 

1,008 

Food  Fair  Stores 

32 

Louis  Stein 

160 

160 

66 

43 

6 

Finance 

1,256 

316 

Crocker  Natl  Corp 

9 

Emmett  G  Solomon 

150 

160 

63 

11 

8 

Finance 

181 

317 

Whirlpool 

26 

John  H  Platts 

131 

160 

54 

31 

1 

Sales 

718 

318 

Universal  Oil  Prods 

12 

Maynard  P  Venema'* 

159 

159 

61 

37 

11 

Engineering 

191 

319 

Schering-Plough 

12 

Willibald  H  Conzen 

158 

158 

58 

20 

1 

Marketing 

514 

320 

Eltra 

17 

Joseph  A  Keller 

158 

158 

53 

16 

13 

Administration 

1,390 

321 

Upjohn 

12 

Ray  T  Parfet  Jr 

158 

158 

50 

25 

11 

Finance 

3,248 

322 

Seaboard  Coast  Line 

23 

W  Thomas  Rice 

145 

157 

59 

14 

4 

Engineering 

597t 

323 

Kendall 

10 

Willard  M  Bright 

157 

157 

58 

29 

1 

Chemist 

45 

324 

Southdown 

3 

Davis  D  Mize 

107 

157 

47 

3 

3 

Administration 

t 

tSalary    and    bonus    exclude    deferred    compensation    and    stock    options.    ttStock 
ownership   includes   shares   held   or   controlled   by   CEO   and   his  iamilv   beneficial- 

13) Succeeded  by  Daniel  Peterk 
Logan  1/1/72. 

n  Jr. 

(/5/72.  14)  Succeeded  by  John  0.   1 

ly. 

aiiectiy    ana    indirectly,    tn 

oldings   other    than    common    stock    not    included. 
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YOUUS 
OUTGROUin 
YESTCRDIK 


In  so  many  ways.  Ways  that  nnake  your  life  easier. 
And  electric  power  has  played  a  big  part. 

Today,  microwave  ovens,  trash  compactors,  and 
color  TV's.  Tomorrow,  home  videotape  systems, 
electric  commuter  cars,  and  who  knows  what  else. 
All  good  reasons  that  electric  power  needs,  across 
the  country,  are  doubling  every  10  years  or  less. 
Your  electric  bills  are  higher— because  you're  using 
more  electricity.  A  kilowatt-hour  of  electricity  ac- 
tually costs  much  less  today  than  it  did  30  years  ago. 

This  increasing  demand  for  power  has  brought 
unprecedented  construction  throughout  the  elec- 
tric utility  industry.  And  our  four  operating  com- 
panies—Alabama Power,  Georgia  Power,  Gulf 
Power,  and  Mississippi  Power— are  not  exceptions. 

The  1972  construction  programs  of  our  com- 
panies will  require  $843  million.  About  $400  for 
every  customer  now  being  served. 

This  record-high  construction  comes  at  a  time 
when  labor  and  material  costs  have  skyrocketed. 
For  example,  the  cost  of  utility  poles  (and  we  use 
more  than  86,000  per  year)  has  increased  31  per- 
cent in  the  past  10  years.  Cost  for  labor  necessary 
for  installing  these  poles  is  up  67  percent.  The 
story's  much  the  same  for  all  other  costs  involved. 

it  all  adds  up  to  our  companies  having  to  seek 
higher  rates  for  electric  service.  Above  all,  we're 
determined  to  continue  to  meet  customer  needs. 
And  that  is  what  our  working  toward  tomorrow, 
today,  is  really  all  about. 


bie  Southern  Company  system:  working  toward  tomorrow,  today. 

abama  Power  Company     Georgia  Power  Company     Gulf  Power  Company     Mississippi  Power  Company     Southern  Services  Inc.    Southern  Electric  Generating  Co 
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THE NEW 

GOODYEAR 

POLYSTEEL 


CUSTOM  POWER  CUSHION  POLYSTEEL 


THE  STRENGTH 
OF  STEEL  CORD  BELTS, 
THE  SMOOTHNESS 
OF  POLYESTER  CORD, 
IN  A  GREAT 
LONG-WEARING  TIRE. 


This  is  the  new  Goodyear 
Custom  Power  Cushion 
Polysteel  tire  running  over 
dozens  of  vicious,  hardened  steel 
drill  bits.  A  match  of  steel 
aga^npt  steel.  And  the  tire  keeps 
■■u  going  without  loss  of  air. 
A  bcutally  torturous 
:  aonstrate  a  tire? 
^       hat's  the  kind  of 
:  '"f'joodyear 


R,K 


'  <  odgrh  with 
rysist 
^a  in  the 


tread  area.  And  so  you  don't 
feel  you're  riding  on  steel,  we 
add  a  flexible  polyester  cord 
body  for  smoothness. 

Chances  are,  you'll 
never  run  over  drill  bits  with 
your  tires.  But  if  you're  running 
on  Goodyear  Custom  Power 
Cushion  Polysteel  tires,  think  of 
some  of  the  nasty  things  you 
could  run  over — and  come  away 
as  though  it  never  happened. 

Steel  for  protection. 
Polyester  for  smooth  ride.  Both 
in  one  long- wearing  tire. 

The  new  Custom  Power 
Cushion  Polysteel  tire. 

Ask  for  it  by  name.  It's 
only  from  Goodyear. 

For  facts  on  how 
Polysteel  tires  performed  on 
torture  demonstrations  such  as 
the  one  pictured  here,  ivrite 
Goodyear,  Dept.  791  A,  Akron, 
OhioU316. 


The  most 
accom  modati  ng 

people  in  the  world. 

1952  saw  the  first  Holiday  Inn  open  in  Memphis,  Tennessee. 

Today,  the  world's  largest  food  and  lodging  system  has  more  than  1500  Holiday 
inns  open  or  under  construction  in  more  than  50  countries. 

Behind  this  unique  success  story  is  a  management  team  which  directs  a  food  and 
lodging  system  with  an  average  growth  rate  of  a  new  room  about  every  30  min- 
utes and  a  new  Holiday  Inn  approximately  every  three  days. 

Holiday  Inns,  Inc.,  is  the  parent  company  of  the  Holiday  Inn  System.  Its  food  and 
lodging  activities  are  supplemented  by  strong  vertical  integration  in  institutional 
manufacture,  supply,  and  distribution — complemented  in  travel  services  through 
transportation  (TCO  Industries,  Inc. — Continental  Trailways  Bus  Systems). 

In  1971  Holiday  Inns,  Inc.'s  corporate  sales  climbed  by  more  than  17  percent  to 
$707,876,910. 

The  Seventies  promise  an  unprecedented  expansion 
of  global  travel  and  tourism.  Holiday  Inns,  Inc.,  is 
the  Company  with  the  System  and  the  plan  to  cap- 
italize in  corporate  growth  on  this  expansion. 

For  further  information  on  tourism  in  the  Seventies 
end  Holiday  Inns,  Inc.,  please  write — 

Jack  L.  Baber 

Investor  Relations  Dept.  B 

Holiday  Inns,  Inc. 

3742  Lamar  Avenue 

Memphis,  Tennessee  38118 


RES.  U.S.  PAT.  OFf. 


Nho  Gets  the  Most  Pay? 


1971  Data 

Number  of 

His 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Salary  Remuneration^ 

His 

With 

As 

Corporate 

Controlledtt 

tank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

25 

Texas  Instruments 

47 

MarkSheperd  Jr 

144 

157 

49 

24 

3 

Manufacturing 

4,005 

26 

Harris  Trust 

3 

William  F  Murray 

156 

156 

59 

38 

1 

Finance 

28 

27 

U  S  Freight 

8 

G  Russell  Moir 

156 

156 

59 

11 

5 

Sales 

481 

28 

A  0  Smith 

16 

Lloyd  B  Smith 

124 

156 

51 

30 

5 

Administration 

t 

29 

Rep  Nat  Bank  Dallas 

2 

James  W  Aston 

156 

156 

60 

26 

10 

Administration 

65 

30 

Purex 

8 

William  RTincher 

156 

156 

45 

11 

6 

Legal 

696 

31 

Dayton-Hudson 

27 

Kenneth  N  Dayton 

156 

156 

49 

31 

3 

Administration 

272,788 

32 

UAL  Inc 

53 

Edward  E  Carlson 

156 

156 

60 

1 

1 

Administration 

4,507t 

33 

First  Nat  Bnk  Dallas 

1 

Robert  H  Stewart  III 

155 

155 

46 

21 

12 

Finance 

561 

33 

Southern  Cal  Edison 

13 

Jack  K  Horton 

155 

155 

55 

13 

7 

Legal 

80t 

35 

Johns-Manville 

21 

W  Richard  Goodwin 

118 

155 

47 

2 

1 

Operations 

9 

36 

Southern  Railway 

20 

W  Graham  Claytor  Jr 

155 

155 

60 

9 

5 

Legal 

286t 

37 

Ashland  Oil 

22 

Orin  E  Atkins 

154 

154 

47 

22 

7 

Legal 

573 

38 

Con  Natural  Gas 

8 

Herbert  C  Johnson 

140 

154 

63 

29 

1 

Finance 

277 

39 

Cleveland-Cliffs 

5 

H  Stewart  Harrison 

134 

154 

62 

34 

10 

Finance 

365t 

^ 

Genesco 

78 

Franklin  M  Jarman 

124 

153 

40 

14 

3 

Finance 

2,552t 

41 

North  Amer  Philips 

15 

Pieter  C  Vink 

128 

153 

52 

7 

3 

Marketing 

27t 

\Z 

Southern  Natural  Gas 

5 

Johns  Shaw  Jr 

151 

153 

56 

11 

5 

Finance 

590t 

13 

Monsanto 

59 

Edward  J  Bock'^ 

152 

152 

55 

31 

4 

Engineering 

361 

U 

Pacific  Gas  &  Elec 

25 

Shermer  L  Sibley 

152 

152 

58 

35 

2 

Engineering 

164 

15 

Dun  &  Bradstreet 

23 

Hamilton  B  Mitchell 

152 

152 

55 

32 

3 

Marketing 

487 

\6 

Southland  Financial 

2 

Ben  H  Carpenter 

147 

152 

48 

27 

1 

Finance 

32,313 

17 

R  R  DcnneMey  &  Sons 

13 

Charles  W  Lake  Jr 

151 

151 

53 

26 

8 

Administration 

1,164 

18 

National  Tea 

32 

F  Bruce  Krysiak 

151 

151 

49 

16 

1 

Administration 

1 

i9 

McGraw-Hill 

12 

Shelton  Fisher 

150 

150 

61 

32 

4 

Sales 

353 

9  Peoples  Gas  7 

19  Continental  Corp  20 

9  Potlatch  Forests  11 

9  CNA  Financial  16 

9  Consolidated  Edison  23 


Remick  McDowell 
Nathan  H  Wentworth 
Richard  B  Madden 
Elmer  L  Nicholson 
Charles  F  Luce 


150  150  63  31  11  Finance  98 

150  150  61  19  2  Administration  301t 

150*  150  42  1  1  Finance  12 

150  150  53  1  1  Sales  2 

150  150  54  4  4  Administration  34t 


9  Mellon  Natl  Bnk  5 

9  Int  Business  Mach  265 

9  Western  Union  20 

9  Gulf  Life  Holding  4 

9  Leasee  Corp  8 


John  A  Mayer 
T  Vincent  Learson 
Russell  W  McFall 
E  Grant  Fitts 
Saul  P  Steinberg 


150 

150 

62 

20 

9 

Finance 

103 

150 

150 

59 

36 

1 

Marketing 

6,276 

150 

150 

50 

8 

6 

Engineering 

267t 

150 

150 

55 

4 

4 

Legal 

532 

150 

150 

32 

11 

11 

Finance 

26,421 

.Champion  Home 
Crane 
Mead 
Grumman 
Ralph  M  Parsons 


4 
29 
35 
25 

3 


Henry  E  George 
Thomas  M  Evans 
James  W  McSwiney 
E  Ciinton  Towl 
Ralph  M  Parsons 


75 
150 
150 
150 
150 


150 
150 
150 
150 
150 


44 
61 
56 
67 
75 


18 
13 
37 
43 
23 


13 
13 
33 
7 
23 


Finance 
Finance 
Finance 
Finance 
Founder 


45,647 

19,351 

765 

577 

34,763 


9  Connecticut  General  14 

9  Control  Data  38 

9  East  Gas  &  Fuel  9 

9  United  Brands  65 

9  Diamond  Shamrock  10 


Henry  R  Roberts 
William  C  Norris 
Eli  Goldston 
Eli  M  Black 
James  A  Hughes 


150 
150 
150 
150 
150 


150 
150 
150 
150 
150 


56 
60 
52 
51 
59 


26 
14 
10 
18 
17 


11 
14 

8 
18 

2 


Actuary 

Engineering 

Legal 

Finance 

Administration 


10,487 

18,518 

9,606 

2,822 

168t 


Interlake  Inc 

9 

Reynold  C  Macdonald 

125 

149 

53 

5 

3 

Manufacturing 

39 

Kaiser  Steel 

14 

Jack  J  Carlson 

125 

149 

54 

27 

3 

Sales 

72t 

Sybron 

15 

Donald  A  Gaudion 

148 

148 

58 

24 

1 

Marketing 

1,012 

Carnation 

18 

H  Everett  Olson 

148 

148 

65 

41 

9 

Finance 

596 

Stauffer  Chemical 

10 

Roger  W  Gunder 

127 

148 

63 

37 

5 

Sales 

336 

Salary    and    bonus    ex:lude    deferred    compensation    and    stock    options.    ttStock 

wnership    includes   shares    held    or   controlled    by   CEO   and    his    family   beneficial- 

directly    and    indirec  ly      tHoldings    other    than    common    stock    not    included. 


'Salary  annualized.    15)  Succeeded   by  Charles  H.   Sommer  2/72. 
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Who  Gets  the  Most  Pay? 


Rank    Company 


Number  of 

Employees 

(000) 


Chief  Executive 


1971  Data 
His  Total 

Salary  Remuneration^     His 
($000)       ($000)  Ag£ 


Years  Served 

With         As 

Company   Chief 


Corporate 
Background 


375 
376 
377 
378 
378 


Turner  (instruction 

Anderson-Clayton 

Masonite 

Williams  Companies 

Weeden 


1 
20 

7 
10 

1 


Howard  S  Turner 
Thomas  J  Barlow 
John  M  Coates 
John  H  Williams 
Alan  N  Weeden 


100 
85 
145 
145 
145 


146 
146 
145 
145 
145 


60  7 

49  26 

65  32 

53  31 

44  23 


1 

5 

19 

21 

5 


Founder 

Administration 

Legal 

Engineering 

Sales 


510 
23,295 

6,825 
20,699 

7,843 


378 
378 
378 
378 
384 


Gamble-Skogmo 
ContI  Telephone 
United  Utilities 
Union  Electric 
Rex  Chainbelt 


24 
18 
25 
6 
12 


Bertin  C  Gamble 
Charles  Wohlstetter 
Paul H  Henson 
Charles  J  Dougherty 
William  C  Messinger 


145 
145 
145 
145 
115 


145 
145 
145 
145 
145 


73 
62 

46 
52 
57 


47 
12 
13 
30 
29 


22 
1 
7 
3 
4 


Founder 

Finance 

Engineering 

Legal 

Manufacturing 


25,935t 

1,235 

308 

122 

2,336 


385  First  Banc  Group  (Oh)  2 

386  Indust  Valley  Bnk  1 

387  U  S  Industries  43 

388  Scott  Paper  21 

389  Polaroid  12 


John  McCoy 
Richard  W  Havens 
I  John  Billera 
Charles  D  Dickey  Jr 
Edwin  H  Land 


145 
60 
144 
143 
134 


145 
144 
144 
143 
143 


59 
51 
60 
53 
63 


35 
18 
19 
25 
34 


12  Finance 

18  Finance 

7  Finance 

1  Marketing 

34  Finance 


1,787 
244 

1,600 

180 

437,586 


390  M  Lowenstein  &  Sons  18  Robert  Bendheim 

391  Cerro  19  C  Gordon  Murphy 

392  Crown  Zellerbach  28  Charles  R  Dahl 

393  Nat  Bank  of  Detroit  6  Robert  M  Surdam 
393  Walter  E  Heller  4  Franklin  A  Cole 


103 
141 
141 
140 
100 


143 
141 
141 
140 
140 


55 
48 
50 
54 
45 


34 
2 

22 

24 

9 


Manufacturing 

Marketing 

Production 

Finance 

Legal 


2,149 

87 

39t 

48 

273 


393 
393 
393 
393 
393 


Baxter  Laboratories 
Black  &  Decker 
Pennwalt 
GAC  Corp 
Trans  Union  Corp 


13  William  B  Graham 

13  Alonzo  G  Decker  Jr 

14  William  P  Drake 
8  Sidney  H  Wills 

6  Jerome  W  Van  Gorkom 


125 
140 
140 
100 
140 


140 
140 
140 
140 
140 


60 
64 
59 
45 
54 


27 
41 
38 
21 
15 


19 

7 

16 


Administration 

Engineering 

Sales 

Finance 

Finance 


22,217 

14,796 

749 

822t 

1,943 


400 

Capital  Cities  Broadcast 

2 

Thomas  S  Murphy 

140 

140 

46 

17 

5 

Administration 

3,002 

401 

Brown-Forman  Dist 

2 

William  F  Lucas 

139 

139 

62 

37 

3 

Finance 

2,837t 

402 

Wickes 

13 

Emil  L  McNeely 

125 

138 

53 

7 

1 

Marketing 

278  1 

403 

Indian  Head 

17 

James  E  Robinson'^ 

100 

138 

56 

19 

19 

Finance 

7,773t 

404 

Castle  &  Cooke 

0.2 

Malcolm  MacNaughton 

138 

138 

62 

29 

9 

Finance 

1,857 

404 

C  &  0/B  &  0  RRs 

44 

Hays  T  Watkins 

406 

Harris-lntertype 

13 

Richard  B  Tullis 

407 

McGraw-Edison 

25 

Raymond  H  Giesecke*^ 

408 

Panhandle  East  Pipe 

4 

Richard  L  O'Shields 

409 

Zenith  Radio 

20 

Joseph  S  Wright 

410 

Dravo 

9 

Robert  Dickey  III 

411 

Nat  City  Bank  Cleve 

2 

John  S  Fangboner 

412 

Flying  Tiger 

4 

Wayne  M  Hoffman 

412 

St  Regis  Paper 

32 

William  R  Adams 

412 

Daylin 

12 

Amnon  Barness 

138 
100 
138 
137 
137 


138 
138 
138 
137 
137 


46 
58 
65 
45 
60 


23 
16 

23 
12 
19 


1  Finance 

4  Marketing 

2  Finance 

2  Production 

7  Legal 


115 
136 
135 
135 
135 


136 
136 
135 
135 
135 


54  24 

63  29 

49  4 

65  35 

47  12 


6 

7 

4 

9 

12 


Sales 

Investment 

Legal 

Manufacturing 

Finance 


52  ;| 

1,581  j 

497 

134 
2,378)1 


234 

290  < 

1,125 1 

1,047. 

3,512 


412 
416 
417 
418 
419 


Int  Minerals  &  Chem  7 

USLIFE  Corp  3 

Potomac  Elec  Power  4 

Pittston  18 

Brown  Group  25 


Richard  A  Lenon 
Gordon  E  Crosby  Jr 
W  Reid  Thompson 
Nicholas  T  Camicia 
W  L  Hadiey  Griffin 


135 

135 

132' 

134 

134 


135 
135 
135 
134 
134 


51  16 

51  13 

47  1 

56  3 

53  25 


1  Finance 

5  Sales 

1  Legal 

2  Operations 

3  Legal 


13 
422 

16 
525 
804  n 


420      Lockheed  Aircraft 

75 

Daniel  J  Haughton 

128 

133 

60 

32 

5 

Production 

24f 

421      Southwest  Bancshares 

1 

Aylmer  G  McNeese  Jr 

133 

133 

61 

15 

4 

Legal 

10,16! 

422      Rohm  &  Haas 

15 

Vincent  L  Gregory  Jr 

132 

132 

48 

22 

1 

Finance 

20! 

423       Int  Multifoods 

6 

William  G  Phillips 

125 

132 

52 

3 

3 

Finance 

9! 

423      St  Joe  Minerals 

4 

Lawrason  Riggs  III 

132 

132 

57 

32 

5 

Operations 

40! 

tSalary    and    bonus    exclude   deferred    compensation    and    stock    opt 
ownership   includes   shares   held   or   control'.J   by   CEO   and   his   fam 
ly,    directly    and    indirectly.     tHoldings    othn    than    common    stock 

ons 

ly 

not 

ttStock 
jeneficial- 
included. 

'Salary   annualized.    16)  Succeeded    by    Richard   J.    Powers 
17)  Succeeded  by  Edward  J.  Williams  4/27/72. 

3/28/72. 
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The  world's 

cleanest  power 

comes  in  this 

package 


r 


also  the  quietest,  safest  and  most  versatile.  D 

i  today,  because  of  design  advances  the  lead- 
■  p  battery  is  more  efficient  than  ever  before.  It 
I  ivers  up  to  70%  more  ampere  hours  of  v\/ork  per 

'10  inch  than  its  ancestor  of  a  decade  ago.  D 
:  ctric-powered  mechanisms  generally  are  sim- 
'  r,  last  longer  and  cost  less  to  operate  and  main- 
i'  than  combustion-pow/ered  equipment.  Electric 

trucks,  for  example,  save  as  much  as  $3,600.  per 
<  r  per  truck  over  gas-powered  trucks.  D  When 


ST  JOE 


you  add  all  this  to  the  fact  that  gas-powdered  en- 
gines also  need  batteries  for  starting,  lighting  and 
ignition,  you  can  see  why  the  use  of  lead  for  bat- 
teries has  grown  from  582,500  tons  in  1969  to  an 
estimated  638,000  tons  in  1971.  D  As  the  nation's 
most  efficient  producer  of  lead,  and  a  major  sup- 
plier to  the  battery  industry,  St.  Joe  shares  in  this 
growth.  It  is  another  of  the  expanding  markets  for 
the  basic  mineials  we  supply  to  industry.  Q  Write 
for  a  copy  of  our  latest  annual  and  quarterly  reports. 


.  .  .  and  its  subsidiary,  Quemetco,  Inc.  produce  and  sell  zinc,  zinc  oxide,  lead,  lead  alloys,  lead 
oxides,  fabricated  lead  products,  lead  based  lubricants,  iron  ore  pellets,  iron  oxide,  agricul- 
tural limestone,  cadmium,  copper  concentrates,  silver  and  sulphuric  acid. 

INERALS  CORPORATION^        250  Park  Avenue,  New  York.  New  York  10017,  Tel.  (212)  986-7474 


Who  Gets  the  Most  Pay? 


1971  Data 

Number  of 

His 

Total 

Jears  Served 

Shares  Ownedt 

Employees 

Salary  Remuneration^: 

His 

^With 

As 

Corporate 

Controltedtf- 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

425 

Transcont  Gas  Pipe 

2 

James  B  Henderson'* 

131 

131 

62' 

23 

5 

Legal 

297 

426 

St  Paul  Companies 

7 

Ronald  M  Hubbs 

131 

131 

64 

36 

9 

Marketing 

344 

427 

Hewlett-Packard 

17 

William  R  Hewlett 

i2e 

130 

59 

24 

3 

Founder 

335,054 

428 

Gerber  Products 

7 

John  C  Suerth 

130 

130 

58 

26 

1 

Manufacturing 

229 

429 

Grand  Union 

26 

Charles  G  Rodman 

100 

130 

51 

21 

4 

Operations 

192 

430 

First  Bank  System 

6 

Donald  R  Grangaard 

110 

130 

53 

33 

3 

Credit 

314 

431 

Franklin  N  Y  Corp 

4 

Harold  V  Gleason 

130 

130 

52 

16 

3 

Marketing 

106t   1 

431 

AIco  Standard 

14 

Tinkham  Veale  II 

130 

130 

57 

7 

7 

Sales 

12,862  • 

431 

Hart  Schaff  &  Marx 

19 

John  D  Gray 

130 

130 

59 

27 

12 

Manufacturing 

2,054  ! 

434 

Reynolds  Metals 

36 

Richard  S  Reynolds  Jr 

130 

130 

64 

34 

8 

Administration 

20,497t  1 

435 

Riggs  Natl  Bank  Wash 

1 

Lewellyn  A  Jennings 

129 

129 

66 

9 

9 

Finance 

431 

436 

Mohasco  Industries 

14 

Herbert  LShuttleworth  II 

120 

129 

58 

34 

20 

Administration 

1,681  i 

437 

National  Can 

11 

Robert  Stuart 

128 

128 

50 

18 

5 

Administration 

570  1 

438 

Commonwealth  Oil  Ref 

2 

Norman  C  Keith 

128 

128 

59 

2 

1 

Marketing 

11,605  i 

439 

First  Empire  State 

2 

Charles  R  Diebold 

128 

128 

60 

2 

2 

Finance 

767' 

440 

Niagara  Mohawk  Power 

9 

Earie  J  Machold 

128 

128 

68 

29 

29 

Legal 

208! 

441 

Pan  Am  World  Airways 

36 

Najeeb  E  Halaby'^ 

128 

128 

57 

7 

3 

Administration 

24  1 

442 

Texas  Utilities 

9 

Clarence  A  Tatum  Jr 

125 

127 

64 

4 

4 

Sales 

418  1 

443 

Fisher  Foods 

6 

John  Fazio 

127 

127 

51 

6 

6 

Operations 

27,596  i 

444 

Long  Island  Lighting 

5 

John  i  Tuohy 

127 

127 

55 

26 

12 

Legal 

113.' 

445 

Sherwin-Williams 

20 

Walter  0  Spencer 

127 

127 

45 

23 

1 

Manufacturing 

67  i 

446 

First  Penna  Corp 

6 

John  R  Bunting 

127 

127 

46 

7 

3 

Economist 

51; 

447 

Essex  International 

20 

Walter  F  Probst 

127 

127 

57 

30 

10 

Legal 

42,856  ( 

448 

Colonial  Stores 

13 

Ernest  F  Boyce 

101 

126 

55 

8 

5 

Administration 

622: 

449 

Pitney-Bowes 

17 

John  0  Nicklis 

105 

125 

62 

26 

8 

Finance 

201 

450 

Mattel 

16 

Elliot  H  Andler 

125 

125 

56 

27 

27 

Engineering 

146,731 

451 

Halliburton 

35 

Loren  B  Meaders 

125 

125 

64 

43 

9 

Operations 

2,480) 

452 

Int  Flavors  &  Frag 

3 

Henry  G  Walter  Jr 

125 

125 

62 

16 

3 

Legal 

65,451. 

452 

Motorola 

45 

Robert  W  Galvin 

125 

125 

49 

27 

7 

Administration 

185,695) 

452 

Lincoln  First  Banks 

4 

Wilmot  R  Craig 

125 

125 

62 

36 

4 

Finance 

1001 

452 

Cummins  Engine 

15 

J  Irwin  Miller 

125 

125 

62 

38 

20 

Administration 

141,9921 

452 

J  P  Stevens 

42 

James  D  Finley 

125 

125 

56 

27 

3 

Sales 

119 

452 

R  H  Macy 

38 

Donald  B  Smiley 

125 

125 

57 

26 

1 

Legal 

838 

452 

Am  Broadcasting  Cos 

15 

Leonard  H  Goldenson 

125 

125 

66 

22 

22 

Legal 

6,90^ 

452 

Flintkote 

12 

James  D  Moran 

100 

125 

50 

21 

1 

Operations 

153; 

- 

452 

Dana 

23 

John  E  Martin 

125 

125 

67 

20 

5 

Sales 

85(1 

452 

Amer  Secur  &  Trust 

1 

Robert  C  Baker 

125 

125 

69 

26 

12 

Administration 

32; 

452 

Montana  Power 

1 

John  E  Corette 

125 

125 

63 

37 

19 

International 

72;  , 
97:  j 

22!    ' 

452 

Talcott  National 

3 

Herbert  R  Silverman 

125 

125 

60 

27 

9 

Finance 

452 

Ohio  Edison 

6 

D  Bruce  Mansfield 

125 

125 

62 

23 

7 

Legal 

452 

North  States  Power 

7 

Robert  H  Engels 

125 

125 

61 

45 

1 

Marketing 

3' 

452 

AMP 

10 

Samuel  S  Auchincloss 

125 

125 

68 

9 

4 

Administration 

35 

452 

Swift 

35 

Robert  W  Reneker 

125 

125 

59 

38 

4 

Sales 

22i 

468 

Thrifty  Drug  Stores 

10 

Leonard  H  Straus 

125 

125 

58 

27 

15 

Legal 

2,20 

469 

Boeing 

55 

Thornton  A  Wilson 

125 

125 

51 

29 

3 

Engineering 

8 

470 

Detroit  Bank  &  Trust 

3 

C  Boyd  Stockmeyer 

110 

125 

59 

31 

1 

Finance 

8 

471 

Genuine  Parts 

7 

Wilton  D  Looney 

72 

124 

53 

33 

16 

Sales 

6,18 

472 

Lykes-Youngstown 

3 

Joseph  T  Lykes  Jr 

124 

124 

54 

26 

3 

Sales 

4.4S||^ 

473 

Maytag 

4 

Emerson  G  Higdon 

124 

124 

63 

39 

10 

Finance 

6l| 

474 

Pacific  Lighting 

10 

Paul  A  Miller 

120 

123 

47 

23 

3 

Finance 

1.07 1 

tSal«ry    and    bonus    exclude   deferred    compensation    and    stock    options.    ttSfocIt 

18)  Succeeded  by 

G.  Montgomery  Mitchell  1/1/72.   19)  Succeeded  by  ■ 

ownership   includes   shares   held 

or   controlled    by    CEO   and    his   family   beneficial- 

liam  T.  Seawall  3/22/72. 

■ 

ly. 

directly    and    indiiectly      \W 

oldings    other    than    common    stocli    not    included. 

1 
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For  those 

who  say  the  railroads 
are  at  thebeginnins 
of  the  end. 


MORE  CARS 

1910  additional  cars  are 

roming  in  1972,  including 

100  of  these  giant 

refrigerated  hoppers  for 

in-bulk  movement  of 

potatoes,  oranges  and 

other  perishables. 


MORE  TERMINALS 

Santa  Fes  new  million 

dollar  rail  and  truck 

terminal  now  being 

completed  at  Houston, 

Texas  to  meet  expanding 

truck.  Piggy- Back  and 

container  traffic. 


here's  a  progress  report  from  Santa  Fe 
that  says  it^  much,much  more  like  the 
end  of  a  besinning. 


MORE  POWER 

We're  adding  52  new  giant 

dieselsand  rebuilding  50 

older  units  to  provide  a 

locomotive  fleet  producing 

over  3,850,000 

horsepower. 


BETTER  SERVICE 

Run  through  trains  with 
connecting  railroads  link 
— east,  west,  and 
southwest  and  save 
hours  moving  through 
Santa  Fe's  electronic 
classification  yard  in 
Kansas  City. 


BETTER  PIGGY-BACK 

We're  expanding 
Piggy- Back  and  container 
service  all  along  the 
Santa  Fe  to  handle 
increasing  domestic  and 
international  shipments. 


IMORE  and  BETTER  are  key  words  at  Santa  Fe.  What  we're 
doing  is  why  we're  saying  rail  service  is  sti//  one  of  the  most 
'efficient  ways  to  move  freight.  What  we're  spending  says  so 
|too:  over  $100  million  this  year  in  railway  capital  expenditures. 
One  billion  in  the  last  10  years.  Two  billion  since  World  War  II. 


BETTER  IDEAS 

An  expanding  microwave 
network  linked  to  our 
data  system  for  car  tracing 
and  locomotive  utilization, 
and  plans  for  the 
development  of  a  unique 
oaxial  train  for  moving 
..ontainers  are  just  a  few 
of  the  new  ideas  at 
work  on  the  Santa  Fe. 


The  railroad  industry  and  the  Nation  need  sensible 
transport  regulatory  policies — administered  with  an  even  hand. 
We  can  take  it  from  there — into  a  new  era  of  railroading. 

Still  think  the  railroads  are  at  the  beginning  of  the  end? 
For  Santa  Fe  it's  more  like  the  end  of  the  beginning! 


JqlllO  XC  — The  complete  transportation  company 

moving  by  rail,  truck,  air  freight,  pipeline  and  land  development. 


Santa  Fe 


L 


Who  Gets  the  Most  Pay? 


1971  Data 

Number  of 

His 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Salary  Remuneration^ 

His 

With 

As 

Corporate 

Controlledft 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

476 

First  Natl  Boston 

7 

Richard  D  Hill 

123 

123 

53 

"•26 

1 

Finance 

62 

476 

Crum  &  Forster 

7 

Bobby  P  Russell 

100 

123 

52 

30 

1 

Marketing 

1,298 

477 

Acme  Markets 

35 

John  R  Park 

123 

123 

56 

33 

5 

Administration 

423 

478 

American  Airlines 

36 

George  A  Spater 

123 

123 

63 

13 

4 

Legal 

355 

479 

Great  North  Nekoosa 

8 

Peter  S  Paine 

122 

122 

62 

11 

10 

Administration 

1,461 

480 

Delta  Air  Lines 

21 

Charles  H  Dolson 

121 

121 

66 

38 

7 

Operations 

1,207 

481 

Northeast  Utilities 

7 

LelanFSillinJr 

121 

121 

54 

4 

3 

Legal 

45 

482 

Kimberly-Clark 

28 

Darwin  E  Smith 

120 

121 

46 

14 

1 

Legal 

69 

483 

Tampax 

2 

Thomas  F  Casey 

120 

120 

64 

36 

16 

Finance 

8,055 

484 

New  England  Electric 

8 

Robert  F  Krause^° 

120 

120 

64 

24 

2 

Legal 

38 

485 

Hershey  Foods 

8 

Harold  S  Mohler 

120 

120 

53 

23 

6 

Manufacturing 

98 

485 

American  National 

1 

Allen  A  Stuits 

120 

120 

58 

38 

3 

Finance 

197 

485 

Ward  Foods 

16 

Charles  W  Call  Jr 

120 

120 

46 

8 

8 

Finance 

691t 

485 

Brunswick 

21 

John  L  Hanigan 

120 

120 

60 

8 

6 

Manufacturing 

1,411 

485 

Air  Prods  &  Ghems 

9 

Leonard  P  Pool 

120 

120 

65 

32 

32 

Founder 

9,421 

485 

Jonathan  Logan 

11 

Richard  J  Schwartz 

120 

120 

33 

11 

7 

Retailing 

77,652 

485 

Gimbel  Brothers 

32 

Bruce  A  Gimbel 

120 

120 

59 

37 

12 

Marketing 

27,280 

485 

NCNB 

3 

Addison  H  Reese 

120 

120 

63 

20 

18 

Finance 

286 

493 

Fidelity  Union  Banc 

1 

C  Malcolm  Davis 

100 

119 

53 

16 

12 

Finance 

615 

494 

McDonnell  Douglas 

92 

James  S  McDonnell' 

118 

118 

72 

32 

32 

Founder 

70,554 

495 

Western  Bancorp 

24 

Clifford  Tweter 

118 

118 

64 

31 

1 

Finance 

346 

495 

Norton 

tr 

Robert  Cushman 

118 

118 

56 

27 

1 

Sales 

100 

496 

G  D  Searle 

10 

Daniel  C  Searle 

100 

118 

46 

20 

1 

Administration 

430,498t 

498 

Fairmont  Foods 

8 

Gordon  Ellis^^ 

118 

118 

57 

4 

2 

Sales 

3 

499 

Bassett  Furniture 

6 

John  E  Bassett  Sr 

117 

117 

71 

51 

6 

Production 

19,265 

500 

Seattle-First  Nat  Bank 

4 

William  M  Jenkins 

117 

117 

53 

26 

9 

Finance 

3,024 

501 

Financial  General 

0.1 

William  L  Cobb 

117 

117 

63 

26 

8 

Finance 

244t 

502 

Holiday  Inns 

30 

Kemmons  Wilson 

90 

115 

59 

20 

20 

Founder 

80,808 

503 

Gr  Western  Financial 

1 

Stuart  Davis 

115 

115 

56 

33 

7 

Finance 

561 

503 

Chicago  Bridge  &  Iron 

14 

Marvin  G  Mitchell 

88 

115 

55 

32 

2 

Sales 

355 

503  Clorox  2  Robert  B  Shetterly 

503  First  Charter  Fin  1  S  Mark  Taper 

503  Allegheny  Ludlum  Ind             4  Roger  S  Ahlbrandt 

503  Marriott  27  J  Willard  Marriott 

503  General  Cable  9  A  Leon  Fergenson 


85 
115 
115 

75 
115 


115 
115 
115 
115 
115 


56 
70 
60 
71 
60 


36 
17 
37 
44 
26 


4 
17 

4 
44 

6 


Marketing 

Administration 

Sales 

Founder 

Legal 


598 

233,997 

141 

90,969 

539 


503 

Comsat 

1 

Joseph  V  Charyk 

115 

115 

52 

9 

9 

Administration 

10 

511 

National  Serv  Inds 

20 

Milton  N  Weinstein 

114 

114 

56 

34 

17 

Operations 

12,722 

512 

Marshall  &  llsley 

1 

John  A  Puelicher 

113 

114 

51 

34 

14 

Finance 

921 

513 

PNB  Corp  Phila 

4 

George  M  Dorrance  Jr 

113 

113 

48 

21 

3 

Finance 

114 

514 

Houston  Lt  &  Pow 

6 

Percy  H  Robinson 

113 

113 

68 

43 

6 

Sales 

315 

515 

Archer  Daniels  Mid 

3 

Dwayne  0  Andreas 

113 

113 

54 

5 

2 

Sales 

29,340 

516 

Safeco 

5 

Gordon  H  Sweany 

105 

113 

59 

37 

2 

Legal 

803 

517 

Lubrizol 

3 

M  Roger  Clapp 

113 

113 

62 

30 

4 

Manufacturing 

12,119 

518 

NLT  Corp 

2 

George  D  Brooks 

113 

113 

64 

41 

7 

Investment 

1,954 

519 

Harsco 

12 

Joseph  T  Simpson 

113 

113 

65 

47 

23 

Purchasing 

1.554 

520  Pullman  20 

521  Kelsey-Hayes  12 

522  Pittsburgh  National  3 

523  ACF  Industries  10 

524  Fir  Wise  Bankshares  4 


Samuel  B  Casey  Jr 
Wilfred  D  Macdonnell 
Merle  EGilliand 
John  F  Burditt 
George  F  Hasten 


112 
112 
112 
111 
111 


112 
112 
112 
111 
HI 


44  1 

60  9 

50  19 

54  23 

60  38 


1  Administration 
8  Manufacturing 

2  Finance 
5  Finance 

3  Finance 


35 
503 
145 
106 
585t 


tSalary  and  bonus  exclude  deferred  compensation  and  stock  options.  ffStock 
ownerstiip  includes  shares  held  or  controlled  by  CEO  and  his  family  beneficial- 
ly,   directly    and    indirectly.    tHoldings    other    than    common    stock    not    included 


20)  Succeeded   by  Guy  W.    Nichols   1/1/72.   21)  Succeeded  by  Sanford  N. 
McDonnell   4/72.    22)  Succeeded   by   Leroy   Melcher  2/22/72. 
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Our   ^ 
most 

beautiful 
area  of 
growth. 


Much  of  Pet's  growth  during  the  next  decade 
will  stem  from  Hussmann— the  largest 
manufacturing  and  servicing  company  of 
its  kind  in  the  world.  From  Hussmann  come 
exciting  ideas  to  improve  the  total  retail 
store  environment.  Hussmann  is  expanding 
concepts  of  merchandising  equipment  to 
an  exciting  new  degree  for  all  types  of 
retail  stores. 

In  the  beginning,  Hussmann  manufactured 
and  sold  meat  cases  and  butcher  supplies, 
and  that  was  about  it.  Today,  Hussmann 
creates  a  total  inner  store  environment  by 


producing,  designing  and  creating  everything 
from  merchandising  fixtures  and  displays  to 
lighting— for  the  vast  retail  store  market. . 

Pet  Incorporated  is  a  highly  diversified 
company,  with  sales  approaching 
$800,000,000.  By  becoming  involved  in 
dynamic  new  markets  such  as  specialty 
retailing,  warehousing  and  distribution, 
food  processing  and  marketing,  and  retail 
merchandising  equipment.  Pet  has  become 
one  of  the  nation's  growth  leaders.  Over  the 
past  ten  years  Pet's  annual  growth  rate  has 
averaged  18%  in  earnings  and  13%  in  sales. 


In  growth  and  diversification  ...  Pet  performs! 


PET 

INCORPORATED 


«/ 


V 


|i  I  '  mil  I  '  T 

iipeciaity 
'etailjng 


Distribution 
&  Waretiousing 


Food  Processing 
&  Marl<eting 


Merchandising 
Equipment  &  Services 


You  depend  on  him. 
And  he  depends  on  trucks. 


Just  think.  Without  the  services  of  trucks,  an  infant's 
life  could  end  for  want  of  oxygen.  Hospitals  would  go 
begging  for  penicillin  and  other  vital  medicines,  if 
there  were  any  hospitals  at  all.  Without  trucks  to  bring 
him  the  tools  and  supplies  of  his  profession,  your  own 


doctor  would  be  virtually  helpless.  And  you  would  I 
too.  For  this  and  much  more,  we're  thankful  trucks  <I 
there  when  we  need  them.  From  farms  to  pharmaci' 
Because  trucks  carry  more  than  just  cargo . . .  tl"| 
carry  the  life  of  a  nation. 


^  TRUCK  INSURANCE  EXCHANGE  ,^^ 

lEIX**;    A  n^p/nf">or  ni  F;:irmorc  Incut  inrf^  r^rmin  .^ : ^Mia 


A  member  of  Farmers  Insurance  Group 


Who  Gets  the  Most  Pay? 


1971  Data 

Number  of 

His 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Salary  Remuneration:^ 

His 

With 

As 

Corporate 

Controlledft 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

525 

Tandy 

15 

Charles  D  Tandy 

20 

111 

54 

24 

12 

Marketing 

15,298 

526 

Ethyl 

13 

Floyd  D  Gottwald  Jr 

96 

111 

49 

29 

2 

Administration 

34,985t 

527 

Pub  Serv  Elec  &  Gas 

15 

Edward  R  Eberle 

111 

111 

62 

38 

1 

Commercial 

56 

528 

Investors  Div  Serv 

3 

Charles  R  Orem 

110" 

110 

55 

1 

1 

Finance 

15 

529 

Naico  Chemical 

3 

Robert  T  Powers 

110 

110 

51 

26 

1 

Sales 

707 

530 

Capital  Holding 

0.1 

Homer  D  Parker 

110 

110 

62 

3 

2 

Sales 

329 

531 

RIHT 

1 

Clarence  H  Gifford  Jr 

110 

no 

59 

24 

9 

Finance 

383 

532 

Cannon  Mills 

24 

Don  S  Holt 

110 

no 

64 

21 

10 

Manufacturing 

172t 

532 

Bank  of  Calif  N  A 

4 

Charles  De  Bretteville 

no 

no 

59 

9 

9 

Administration 

446 

532 

Allied  Supermarkets 

16 

Thomas  McMaster 

110* 

no 

63 

1 

1 

Sales 

74 

532 

First  CHy  Banc  Tex 

1 

JamesAEIkinsJr 

no 

no 

53 

30 

22 

Finance 

7,534 

532 

Cleveland  Elec  Ilium 

5 

Karl  H  Rudolph 

110 

no 

58 

30 

5 

Marketing 

406 

532 

Del  Monte 

26 

Alfred  W  Eames  Jr 

110 

no 

57 

36 

3 

Production 

596 

532 

Amstar 

6 

Robert  T  Quittmeyer 

110' 

no 

51 

16 

1 

Legal 

225t 

532 

Amer  Fletcher 

2 

S  Edgar  Lauthcr 

100 

no 

58 

4 

4 

Finance 

23 

532 

Northwest  Bancorp 

6 

Henry  T  Rutledge 

110 

no 

59 

43 

6 

Credit 

105 

532 

Colonial  Penn  Group 

1 

John  J  MacWilliams 

110 

no 

43 

3 

2 

Administration 

161 

542 

Ocean  Drilling  &  Exp 

1 

Alden  J  Laborde 

110 

no 

56 

19 

19 

Operations 

5,512t 

543 

Cincinnati  Gas  &  El 

5 

B  John  Yeager 

108 

108 

61 

41 

2 

Production 

84 

544 

William  Wrigley  Jr 

4 

William  Wrigley 

100 

108 

39 

15 

11 

Marketing 

72,268 

545 

First  Natl  Ft  Worth 

1 

Paul  Mason 

108 

108 

52 

11 

4 

Finance 

500 

545 

Va  Electric  &  Power 

7 

John  M  McGurn 

108 

108 

59 

38 

5 

Engineering 

48 

547 

American  IntI  Group 

3 

Maurice  R  Greenberg 

98 

108 

47 

4 

4 

Administration 

8.416t 

548 

Middle  South  Utils 

10 

Gerald  LAndrus 

100 

108 

67 

44 

9 

Finance 

167 

549 

Southern  Company 

18 

Alvin  W  Vogtie  Jr 

108 

108 

53 

30 

1 

Legal 

56t 

550 

Interco 

37 

Maurice  R  Chambers 

107 

107 

55 

22 

9 

Administration 

316 

551 

A  H  Robins 

4 

E  Claiborne  Robins 

107 

107 

61 

39 

36 

Sales 

249,861 

552 

Suburban  Trust  (Md) 

1 

J  Robert  Sherwood 

101 

107 

67 

50 

15 

Finance 

1.551 

553 

Marine  Midland  Banks 

11 

Charies  A  Winding 

100 

106 

63 

23 

2 

Marketing 

246 

554 

Financial  Federation 

1 

Edward  L  Johnson 

106 

106 

62 

14 

14 

Finance 

238 

555 

Bemis 

14 

Judson  Bemis 

106 

106 

58 

35 

12 

Production 

2,075 

556 

Rorer-Amchem 

3 

John  W  Eckman 

106 

106 

52 

9 

1 

Marketing 

556 

557 

Hartford  Natl 

2 

David  C  Hewitt 

100 

105 

61 

38 

4 

Finance 

43 

558 

Gibraltar  Financial 

0.4 

Herbert  J  Young 

105 

105 

40 

20 

3 

Finance 

2,293 

559 

ARA  Services 

36 

Oavre  J  Davidson 

95 

105 

60 

36 

13 

Administration 

11,640 

560 

Allegheny  Power 

6 

J  Lee  Rice 

105 

105 

69 

28 

15 

Finance 

110 

561 

Public  Service  Colo 

5 

Robert  T  Person 

105 

105 

57 

35 

12 

Sales 

115 

561 

Fleming 

4 

Richard  D  Harrison 

105 

105 

49 

21 

8 

Administration 

956 

563 

G  C  Murphy 

23 

Edgar  L  Paxton 

105 

105 

63 

43 

3 

Marketing 

no 

564 

Southeast  Bank  Corp 

2 

Harry  H  Bassett 

104 

104 

54 

24 

5 

Finance 

12,455t 

565 

Pacific  Power  &  Lt 

3 

Don  C  Frisbee 

104 

104 

48 

18 

6 

Finance 

49 

566 

Union  Commerce  Corp 

1 

Alfred  L  Jones 

96 

103 

64 

16 

2 

Finance 

2 

567 

SCM 

28 

Paul  H  Flicker 

102'* 

102 

49 

15 

1 

Finance 

208 

567 

Va  Commnwith  Bnk  Shr 

0.1 

Herbert  C  Moseley 

75 

102 

63 

10 

10 

Finance 

71 

569 

Rochester  Gas  &  Elec 

3 

Francis  E  Drake  Jr 

102 

102 

56 

34 

4 

Engineering 

51 

570 

Amer  District  Tel 

6 

Lawrence  J  O'Brien 

102 

102 

59 

24 

1 

Sales 

67 

571 

First  Nat  Bnk  Cinn 

1 

William  N  Liggett 

101 

101 

55 

23 

1 

Finance 

185 

572 

Boston  Edison 

4 

Thomas  J  GalliganJr 

100 

101 

52 

18 

1 

Finance 

30 

'     573 

National  Industries 

7 

Stanley  R  Yarmuth 

101 

101 

46 

9 

9 

Administration 

3,654t 

'     574 

Hilton  Hotels 

18 

Barron  Hilton 

101 

101 

44 

17 

6 

Finance 

121,482 

♦Salary    and    bonus    exclude    deferred    compensation    and    stock    options.    ttStock 
ownership    includes    shares    held    or   controlled    by    CEO   and    his   family   beneficial- 
ly,   directly    and    indirectly.    tHoldlngs    other    than    common    stock    not    included. 

'Salary  annualized. 

"Salary   not  annualized;   became   CEO 

in  1971. 
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Who  Gets  the  Most  Pay? 


1971  Data 

Number  of 

His 

Total 

Years  Served 

Shares  Owned/ 

1 

Employees 

Salary  Remuneration^ 

His 

With 

As 

Corporate 

Controlledtt 

1          Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

575 

Wisconsin  Elec  Power 

6 

John  G  Quale 

101 

101 

48 

21' 

3 

Legal 

7 

576 

Barnett  Banks  Fla 

1 

Guy  W  Botts 

101 

101 

57 

8 

8 

Legal 

298 

577 

Bausch  &  Lomb 

9 

Daniel  G  Schuman 

101 

101 

55 

12 

1 

Finance 

1,947 

578 

Arkansas  Louisiana  Gas 

5 

Wilton  R  Stephens 

100 

100 

64 

15 

14 

Administration 

2,459 

579 

American  Nat  Ins 

9 

Phil  B  Noah 

100 

100 

69 

31 

2 

Administration 

221 

580 

Hobart  Manufacturing 

9 

David  B  Meeker 

100 

100 

47 

23 

2 

Credit 

9,915 

581 

Equity  Funding 

1 

Stanley  Goldblum 

100 

100 

45 

12 

12 

Marketing 

8,834 

581 

Texas  Commerce  Banc 

1 

John  E  Whitmore 

85 

100 

64 

26 

5 

Finance 

128 

581 

Seven-Up 

1 

Ben  H  Wells 

100 

100 

65 

34 

7 

Sales 

20,742t 

581 

Joy  Manufacturing 

10 

James  W  Wilcock 

100 

100 

54 

6 

4 

Marketing 

935 

581 

McCulloch  Oil 

1 

CVWoodJr 

100 

100 

50 

11 

6 

Finance 

4,284 

581 

Illinois  Tool  Works 

6 

Silas  S  Cathcart 

100 

100 

46 

23 

2 

Marketing 

3,392 

581 

Giant  Food 

12 

Joseph  B  Danzansky 

100 

100 

57 

7 

7 

Legal 

1,344 

'          581 

First  Union  Natl  NC 

4 

C  Clifford  Cameron 

100 

100 

52 

8 

5 

Finance 

2,915t 

581 

Cook  United 

15 

Roy  B  Miner 

100 

100 

48 

6 

6 

Sales 

1,106 

581 

First  Nat  Stores 

16 

Hilliard  J  Coan 

100 

100 

55 

5 

5 

Sales 

240 

581 

Knight  Newspapers 

8 

James  L  Knight 

100 

100 

62 

40 

5 

Sales 

97,506t 

581 

Shawmut  Association 

4 

Lawrence  H  Martin 

100 

100 

64 

43 

9 

Finance 

168 

581 

Tropicana  Products 

2 

Anthony  T  Rossi 

100 

100 

71 

22 

2 

Founder 

37,526 

581 

Masco 

3 

Richard  A  Manoogian 

100 

100 

35 

13 

4 

Administration 

97,340 

581 

Stop  &  Shop 

20 

Sidney  R  Rabb 

100 

100 

71 

54 

43 

Administration 

17,940 

581 

Daniel  International 

16 

Buck  Mickel 

100 

100 

46 

25 

8 

Sales 

20,757 

581 

National  Chemsearch 

3 

Lester  A  Levy 

100 

100 

49 

26 

26 

Sales 

72,861 

581 

Central  Tel  &  Utils 

10 

Clarence  H  Ross 

100 

100 

72 

29 

4 

Legal 

119 

581 

Girard 

3 

Stephen  S  Gardner 

100 

100 

51 

23 

6 

Credit 

14 

581 

Florida  Power  &  Lt 

8 

Marshall  McDonald 

100* 

100 

54 

1 

1 

Finance 

7 

601 

Northwestern  Steel 

4 

W  Martin  Dillon 

60 

100 

62 

42 

20 

Operations 

40.367 

602 

Am  Hospital  Supply 

15 

Karl  D  Bays 

100 

100 

38 

13 

1 

Sales 

167 

603 

Campbell  Taggart 

12 

Bill  0  Mead 

99 

99 

51 

13 

2 

Administration 

3,290 

604 

Houston  Natural  Gas 

5 

Robert  R  Herring 

99 

99 

50 

8 

4 

Operations 

741 

605 

Lear  Siegler 

22 

Robert  T  Campion 

98 

98 

50 

14 

1 

Finance 

170 

606 

Old  Kent  Bnk 

1 

Richard  M  Gillett 

98 

98 

49 

14 

9 

Sales 

290 

607 

Prentice-Hall 

4 

Frank  J  Dunnigan 

97 

97 

57 

35 

1 

Finance 

827 

608 

Jefferson  Pilot 

5 

W  Roger  Soles 

96 

96 

51 

24 

3 

Investment 

161 

609 

Ryder  System 

8 

James  A  Ryder 

96 

96 

58 

39 

39 

Founder 

39,958 

610 

New  Eng  Mer  Nat  Bank 

2 

Mark  C  Wheeler 

96 

96 

58 

19 

2 

Administration 

75 

611 

Phil  Electric 

10 

Robert  F  Gilkeson 

96 

96 

54 

32 

2 

Operations 

75t 

612 

First  Commercial  Bnk 

1 

Lester  W  Herzog  Jr 

86 

95 

59 

38 

4 

Finance 

28 

613 

Universal  Leaf 

1 

Gordon  L  Crenshaw 

95 

95 

50 

25 

6 

Sales 

168 

614 

Dresser  industries 

31 

John  V  James 

95 

95 

53 

14 

1 

Finance 

1,009 

614 

Becton,  Dickinson 

13 

Fairleigh  S  Dickinson  Jr 

95 

95 

52 

31 

25 

Administration 

54,872 

614 

Public  Service  Ind 

3 

Carroll  H  Blanchar 

95 

95 

60 

11 

4 

Operations 

152t 

614 

Sec  Natl  Bnk  LI  NY 

2 

Patrick  J  Clifford" 

95 

95 

59 

6 

3 

Finance 

315 

614 

Hammermill  Paper 

11 

Albert  F  Duval 

95 

95 

51 

11 

1 

Marketing 

48 

614 

Allied  Mills 

6 

Roy  E  Foick  Jr 

95 

95 

57 

6 

4 

Administration 

28,757 

614 

Carolina  Power  &  Lt 

3 

Shearon  Harris 

95 

95 

54 

14 

3 

Legal 

94 

614 

United  Va  Bankshares 

0.1 

Kenneth  A  Randall 

95 

95 

44 

2 

1 

Finance 

9 

614 

Provident  Life  &  Ace 

2 

Henry  C  Unruh»» 

95 

95 

58 

26 

1 

Administration 

52           J 

614 

Baltimore  Gas  &  Elec 

8 

C  Edward  Utermohle  Jr 

95 

95 

57 

38 

2 

Engineering 

49 

624 

Merc  Nat  Bnk  Dallas 

1 

John  D  Francis 

94 

94 

67 

46 

5 

Administration 

315           1 

tSalary    and    bonus    exclude   deferred    compensation    and    stock    options.    ttSfock 
ownership    includes    shares    held   or   controlled    by   CEO   and    his    family   beneficial- 
ly,   directly    and    indirectly.     tHoldings    other    than    common    stock    not    included. 

'Salary  annualized. 
Johnson  3/31/72. 

"Became 

CEO   in 

1972.     23)  Succeeded  by  Rex  0. 
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Why  should  he  care  that  Kidder;  Peabody 
is  a  major  Factor  in  bonds? 


Richard  Manning  is  a  name  that  symbolizes  growth- 
oriented  institutional  money  managers.  As  a  professional, 
he  may  concentrate  on  big  blocks  of  stock.  But  there  is 
another  side  to  his  investment  thinking.  He  is  a  substan- 
tial individual  investor.  So  he  often  balances  the  growth 
aspects  of  his  personal  portfolio  with  municipal  and 
corporate  bonds. 

Professionally  or  personally  he  knows  Kidder,  Peabody 
brings  a  broad  investment  background  to  every  invest- 
ment decision. 

For  instance,  during  the  last  decade,  Kidder,  Peabody 
has  managed  more  corporate  financings — publicly  of- 
fered and  privately  placed — than  any  other  firm.  And  for 
the  past  three  years  we've  also  been  t-he  leading  under- 
writer in  negotiated  municipal  revenue  bonds.  To  the  pro- 
fessional Mr.  Manning,  that  means  we  can  be  a  primary 
source  of  a  variety  of  new  merchandise  .  .  .  and  in  size. 

He  also  knows  we  have  some  of  the  most  highly- 
regarded  research  analysts.  That  we  maintain  important 
markets  in  quality  preferreds.  And  that  we  innovated 


many  of  today's  standard  private  placement  techniques. 

As  an  individual,  he  appreciates  the  way  we  serve  500- 
share  investors  with  10,000-share  skills.  Virtually  all  of 
our  registered  representatives  serve  both  individual  and 
institutional  accounts.  And  they  have  the  time  to  serve 
them  well  .  .  .  because  of  Kidder,  Peabody's  unusual 
policy.  Our  men  are  restricted  to  a  surprisingly  small 
number  of  customers,  compared  to  the  brokerage  indus- 
try generally. 

Our  report  on  fixed-income  securities,  "If  You're  Not 
Getting  7%-7V4%  For  Your  Money,  Someone  Else  Is," 
will  be  sent  upon  request.  Write  or  phone  for  your  copy. 

■■  Kidder,  Peabody 

I  |erco.„ 


\Mtmhn 


INCORPORATED 

Uuniti  1865 
■  NewYork  and  Amfncan  Slock  Eichangts 

10  HANOVER  SQUARE  •  NEW  YORK,  N.Y.  lOOOS 

Boston  •  Philadelphia  •  Chicago  •  San  Francisco  •  Los  Angeles 

Atlanta  •  Dallas  and  22  other  cities  across  the  country 


Who  Gets  the  Most  Pay? 


1971  Data 

Number  of 

His 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Salary  Remuneration^ 

His 

With 

As 

Corporate 

Controlledtt 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

625 

Max  Factor 

8 

Alfred  Firestein 

89 

94 

47 

23 

4 

Administration 

213,401 

626 

Whitney  Holding 

1 

Keehn  W  Berry 

94 

94 

NA 

NA 

NA 

Finance 

530 

626 

Va  Natl  Bnk  Norfolk 

3 

W  Wright  Harrison 

94 

94 

56 

30 

2 

Credit 

64 

628 

Portland  Gen  Elec 

2 

Frank  M  Warren 

93 

93 

56 

34 

17 

Engineering 

69 

629 

Prov  Nat  Corp  (Phila) 

3 

William  G  Fouike 

92 

92 

59 

31 

2 

Trust 

212 

630 

Dillon  Companies 

8 

Ray  E  Dillon  Jr 

53 

92 

48 

25 

9 

Administration 

17,858 

631 

Richmond  Corp 

5 

Warren  M  Pace 

82 

92 

52 

11 

7 

Marketing 

219 

632 

CBT  Corp  (Hartford) 

2 

James  F  English 

92 

92 

45 

20 

2 

Finance 

17 

633 

Southwestern  Life 

1 

William  H  Seay 

90 

92 

52 

3 

3 

Finance 

142 

634 

Ideal  Basic  Indus 

4 

Mayfield  R  Shilling 

92 

92 

53 

21 

1 

Sales 

41 

635 

Walt  Disney 

13 

Donn  B  Tatum 

91 

91 

59 

16 

3 

Legal 

277 

635 

Florida  Power 

3 

Angel  P  Perez 

91 

91 

63 

36 

5 

Engineering 

46 

637 

Northern  Illinois  Ga 

3 

Clarence  J  Gauthier 

90 

90 

50 

26 

1 

Finance 

29 

638 

Deluxe  Chk  Printers 

5 

Joseph  L  Rose 

90 

90 

61 

43 

9 

Production 

2,183 

639 

Fort  Worth  Natl  Corp 

1 

Lewis  H  Bond 

75 

90 

50 

19 

7 

Credit 

140 

639 

Parkview-Gem 

6 

Irving  Wiggs 

90 

90 

58 

2 

2 

Manufacturing 

12t 

639 

Morrison- Knudsen 

41 

Bertram  L  Perkins 

90 

90 

49 

24 

2 

Operations 

144 

639 

Digital  Equipment 

6 

Kenneth  H  Olsen 

90 

90 

46 

15 

15 

Founder 

87,056 

639 

Central  Bancorp 

1 

Fletcher  E  Nyce 

90 

90 

65 

21 

7 

Finance 

242 

639 

Society  Corp 

2 

Walter  F  Lineberger  Jr 

75 

90 

59 

8 

2 

Finance 

43 

639 

No  Ind  Public  Serv 

5 

Dean  H  Mitchell 

90 

90 

77 

47 

10 

Finance 

336t 

639 

Central  Natl  Chicago 

1 

Frank  E  Bauder 

90 

90 

51 

9 

3 

Finance 

668 

639 

Penn  Power  &  Light 

7 

Jack  K  Busby 

90 

90 

54 

20 

8 

Legal 

109 

639 

Detroit  Edison 

11 

William  G  Meese 

90 

90 

55 

30 

1 

Engineering 

25t 

649 

Libby,  McNeill  &  Lib 

6 

David  E  Guerrant 

90 

90 

52 

10 

6 

Marketing 

7 

650 

Ohio  Casualty 

3 

Howard  L  Sloneker  Jr 

79 

90 

53 

26 

7 

Underwriting 

3,222 

651 

Union  Trust  Maryland 

1 

Joseph  B  Browne 

85 

89 

65 

43 

2 

Finance 

46 

652 

D  H  Baldwin 

4 

Lucien  Wulsin 

89 

89 

56 

32 

2 

Legal 

7,213 

653 

Continental  Bank  (Pa) 

1 

Roy  T  Peraino 

80 

89 

44 

14 

2 

Finance 

57 

654 

Kansas  City  Pow  &  Lt 

2 

Robert  A  Olson 

88 

88 

63 

25 

12 

Legal 

273 

655 

Industrial  Bancorp 

2 

John  J  Cummings  Jr 

88 

88 

48 

25 

1 

Finance 

262 

656 

Budd 

16 

Gilbert  F  Richards 

88 

88 

56 

13 

1 

Marketing 

20 

657 

Bank  of  Hawaii 

2 

Clifton  D  Terry 

88 

88 

60 

12 

5 

Finance 

8t 

657 

Walgreen 

28 

Charles  R  Walgreen  III 

88 

88 

37 

14 

1 

Operations 

5,354 

659 

Louisville  G  &  E 

3 

B  Hudson  Milner 

88 

88 

55 

31 

8 

Legal 

146t 

660 

Monumental  Corp 

3 

Frank  Baker  Jr 

88 

88 

59 

39 

5 

Administration 

235t 

660 

American  Investment 

6 

Donald  L  Barnes  Jr 

73 

88 

54 

32 

7 

Finance 

7,750 

662 

Idaho  First  Natl  Bank 

1 

Thomas  Frye 

87 

87 

62 

34 

1 

Finance 

25 

663 

Fir  Nat  Hold  (Atlan) 

2 

Edward  D  Smith 

87 

87 

60 

18 

2 

Legal 

315 

664 

First  Hawaiian  Bank 

1 

John  D  Bellinger 

87 

87 

49 

30 

3 

Operations 

4,593 

665 

Illinois  Power 

3 

Wendell  J  Kelley 

86 

86 

46 

22 

5 

Engineering 

34 

666 

Trust  Co  Georgia 

2 

George  S  Craft" 

85 

86 

62 

39 

8 

Credit 

773 

667 

Duquesne  Light 

4 

John  M  Arthur 

86 

86 

49 

27 

3 

Operations 

47t 

668 

Delmarva  Power  &  Lt 

2 

Austin  T  Gardner 

85 

85 

63 

28 

5 

Finance 

35 

668 

Sou  New  England  Tel 

14 

Alfred  W  Van  Sinderen 

85 

85 

47 

24 

4 

Marketing 

93 

668 

Oklahoma  Gas  &  Elec 

3 

Donald  S  Kennedy 

85 

85 

70 

48 

5 

Finance 

221t 

668 

Washington  Natl  Corp 

3 

G  Preston  Kendall 

85 

85 

62 

40 

6 

Finance 

14,222 

668 

Franklin  Life  Ins 

1 

George  E  Hatmaker 

85 

85 

62 

44 

3 

Administration 

185 

668 

Fir  Nat  Bnk  Maryland 

2 

Adrian  L  McCardell 

85 

85 

64 

14 

3 

Finance 

73 

674 

Huntington  Bancshrs 

ary    and    bonus    exclude    d( 
ership   includes   shares   held 

2 

Clair  E  Fultz 

85 

85 

60 

6 

6 

Finance 

213 

♦s. 

own 

ferred    compensation    and    stock    options.    ttStock 
or   controlled    bv    CEO    and    his   familv   beneficial. 

24)  Succeeded  by  Augustus  H    Sterne  1/11/72. 

ly. 

directly    and    indirectly.     tK 

oldinRs    oth< 

ir    than    common    stock    not    included. 

232 


FORBES,   MAY   15.    1972 


FOR  YOU  FROM  LEE 


A  Special  Message  to  all  my  fellow  hackers  cmdluistlers: 


A  few  days  ago  I  received  a  little  gift  from  the  Publisher 
of  my  magazine.  GOLF.  I  guess  he  was  feeling  sorry  for  me 
because  I've  been  playing  so  lousy  lately.  Seems  I'm  hav- 
ing trouble  even  making  the  cut  these  days. 
Anyway,  he  sent  me  a  pair  of  these  GOLF  Magazine 
Identitags  with  my  name  on  each,  for  my  luggage.  They 
were  so  nice,  and  so  many  of  the  other  pros  on  Tour  asked 
me  to  get  some  for  them,  that  1  got  the  idea  that  these 
GOLF  Magazine  Identitags  would  make  a  great  gift  for 
golfers  everywhere. 

Well,  1  spoke  to  the  Publisher  about  it,  and  he  agreed.  (He's 
pretty  smart.  If  you  don't  believe  me,  you  should  see  my 
contract.)  So  we  decided  to  offer  a  pair  of  these  unique 
Identitags,  personalized  in  his  own  name,  to  anyone  who 
subscribes  or  extends  his  present  subscription  to  GOLF 
Magazine  at  this  time. 

It's  a  great  deal.  First  of  all,  these  Identitags  are  really 
unique.  You  won't  find  them  elsewhere,  ever.  They're 
beautiful,  high-quality  heavy  lucite  with  a  glossy  finish,  and 
your  name  is  thermo-baked  individually  onto  each  tag 
together  with  your  personal  Identitag  serial  number  and 
GOLF'S  distinctive  logo.  This  is  permanent  and  never 
comes  off,  and  the  whole  thing  really  looks  like  a  million 
bucks. 

In  addition,  they  protect  your  luggage  or  golf  bag  against 
loss.  Every  tag  tells  the  finder  of  the  lost  luggage  to  please 
notify  GOLF  Magazine.  We  keep  your  name,  address  and 
Identitag  number  on  permanent  file,  and  when  we  locate 
a  lost  bag,  we  find  its  owner  and  see  that  he  and  his  luggage 
are  reunited. 

And  you  get  these  special  Identitags  free  with  a  year's  sub- 
scription to  GOLF  Magazine,  all  for  only  $7.95.  That 
saves  you  $1.30  off  the  newsstand  price,  but  moue  impor- 
tant, it  puts  at  your  personal  disposal  a  magazine  which 
has  to  help  you  play  better  golf. 

For  example,  did  you  know  that  the  Instruction  Staff  at 
GOLF  is  headed  by  Arnold  Palmer  and  has  such  great 
players  as  Gary  Player,  Julius  Boros,  Bobby  Nichols,  Johnny 
Miller,  and  ole  Super  Mex  himself.  Between  us  we've  not 
only  won  and  rewon  every  major  world's  championship 
there  is  to  win,  but  we've  also  accumulated  $5,040,804.10 
in  tournament  winnings  to  date.  Over  $5  million  bucks  is 
a  lot  of  jack,  man,  so  it  means  we  must  know  what  this 
game  is  all  about.  Now,  we  all  write  instruction  articles 
for  GOLF  Magazine,  and  only  for  GOLF  Magazine,  so 
if  we  can't  help  your  game,  who  can? 
And,  through  our  Champs  Clinic,  we  give  our  readers  the 
unique  opportunity  to  write  to  any  one  of  us,  Arnie,  Julie, 
Gary,  any  of  us,  tell  us  your  problem  (golfing  only,  please) 
and  get  a  personal  answer.  How's  that  for  service! 
But,  like  the  Good  Book  says:  "Man  does  not  live  by 
bread  alone."  GOLF  Magazine  deals  not  only  with  in- 
struction, but  covers  other  facets  of  the  game  like  no  one 
else  can.  Our  editors  take  you  all  over  the  world  to  visit 
the  most  beautiful,  the  toughest,  the  most  ornery  courses 
man  has  devised.  We  tell  you  where  to  take  that  golfing 
vacation,  how  to  get  there,  and  what  you  can  expect  to 
find  once  you've  arrived. 

GOLF  Magazine  also  covers  the  Tour,  not  from  outside 
the  spectators'  ropes,  but  from  inside  the  locker  room.  We 
really  tell  you  what  makes  one  player  win  and  another 


choke.  Sometimes  we  tell  it  so  good  the  other  guys  won't 
talk  to  me  for  a  month. 

And  GOLF  covers  the  great  personalities  of  the  game,  the 
people  who  have  made  all  this  possible.  We  write  about 
characters  like  Terrible  Tom  Bolt,  who  never  threw  a  club 
backwards  in  his  life,  or  the  Great  Montague,  who  could 
tour  a  course  in  the  low  seventies  with  only  a  hoe  and  a 
rake  for  clubs,  or  the  tragic  Ralph  Guldhal,  who  won  two 
consecutive  U.  S.  Opens  and  then  suddenly  lost  his  game, 
never  to  recapture  it  again,  or  the  legendary  Harry  Vardon, 
called  by  many  the  greatest  player  of  them  all,  but  who 
finally  fell  victim  to  the  yips  (even  as  you  and  I),  so  that 
even  a  two-footer  became  impossible  to  hole. 
And  our  editors  do  not  ignore  the  modern  day  greats. 
Arnold  Palmer  discusses  his  particular  brand  of  therapy 
.  .  .  puttering  around  in  his  workshop.  Gary  Player  talks 
about  the  pressures  of  the  game  .  .  .  and  how  players  stand 
up  under  it  (a  damn  good  lesson  for  you  weekend  whiffers) 
.  .  .  and  they  even  got  me  to  describe  in  detail  my  most 
private  feelings  about  that  great  year  I  just  had  .  .  .  some- 
thing I  never  thought  I  could  talk  seriously  about. 
And  GOLF  covers  the  rest  of  the  golfing  scene  with  articles 
on  the  latest  fashions  (the  fashion  editor  hates  my  red 
shirt),  rules  changes,  humor,  the  statistics  of  the  Tour,  etc. 
In  short,  we  shoot  the  works  to  give  you  everything  you 
want  to  see  and  hear  about  this  great  sport  .  .  .  and  all 
for  $7.95.  Man,  that's  less  than  the  price  of  a  good  steak 
dinner. 

So  take  advantage  of  my  losing  streak.  Send  in  your  sub- 
scription to  GOLF  now  and  get,  absolutely  free,  your 
personal  set  of  GOLF  Magazine's  Identitags.  And,  if  you're 
already  a  subscriber,  you  can  still  participate  in  this  offer 
by  extending  your  subscription  for  another  year  or  longer. 
Matter  of  fact,  if  you're  looking  for  a  perfect  gift  for  a 
golfing  buddy,  look  no  further.  Subscribe  for  him  now,  and 
get  him  a  set  of  GOLF's  Identitags,  too.  He'll  be  so  happy, 
he  might  even  let  you  give  him  one  less  shot  a  side. 

Adios  amigos, 


Fill  in  coupon  and  mail  to: 

Lee  Trevino 

Golf  Magazine       Box  2899,  Boulder,  Colorado  80301 

OK  Lee  .  .  .  sign  me  up  as  marked  below  and  don't  for- 
get my  FREE  GOLF  Magazine  Identitags. 


D  1  year  $7.95  D  2  years  $13.95 

1  pair  Identitags:  FREE      2  pair  Identitags:  FREE 

n  3  years  $17.95 

3  pair  Identitags:  FREE 

NAME 


ADDRESS. 
CITY 


.STATE, 


.ZIP. 


n  My  check  is  enclosed. 

Add  $1.00  for  Canadian  or  foreign  postage. 
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Who  Gets  the  Most  Pay? 


1971  Data 

Number  of 

His 

Total 

Years  Served 

Shares  Owned/ 

\ 

Employees 

Salary  Remuneration^ 

His 

With 

As 

Corporate 

Controlledtt 

1           Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

675 

Dayton  Power  &  Light 

3 

Robert  B  Killen 

80 

85 

58 

41 

1 

Engineering 

51 

676 

Govt  Employees  Ins 

5 

David  L  Kreeger 

85 

85 

63 

24 

2 

Legal 

14,699t 

677 

Economics  Laboratory 

3 

Edward  B  Osborn 

85 

85 

65 

44 

22 

Sales 

48,590 

678 

United  Jersey  Banks 

2 

Edward  A  lesser  Jr 

84 

84 

55 

1 

1 

Finance 

589 

679 

Auto  Data  Processing 

3 

Henry  Taub 

74 

84 

44 

22 

22 

Administration 

59,582 

679 

First  Tennessee  Nat 

2 

Allen  B  Morgan 

84 

84 

63 

42 

3 

Finance 

424 

681 

Admiral 

11 

Ross  D  Siragusa 

84 

84 

65 

38 

10 

Marketing 

33,863 

682 

Texas  Oil  &  Gas 

0.4 

Louis  A  BeecherlJr 

83 

83 

46 

15 

15 

Engineering 

18,413 

683 

Quaker  State  Oil  Ref 

2 

Lee  R  Forker 

83 

83 

66 

44 

7 

Purchasing 

1,939 

,           684 

Central  &  South  West 

6 

Silas  B  Phillips  Jr 

83 

83 

57 

33 

7 

Administration 

101 

685 

Centran  Bancshares 

2 

John  A  Gelbach 

82 

82 

54 

16 

1 

Finance 

40 

686 

BancOhio 

4 

Philip  FSearle 

70 

81 

47 

2 

2 

Finance 

5 

687 

SEDCO 

5 

William  P  Clements  Jr 

81 

81 

54 

24 

24 

Operations 

77,170 

688 

Dominion  Bancshares 

1 

Edward  H  Ould 

81 

81 

64 

5 

5 

Administration 

69 

689 

CP  Financial  Corp 

1 

Harold  F  Stili  Jr 

80 

80 

49 

24 

10 

Administration 

39 

690 

General  Reinsurance 

1 

Harold  J  Hudson  Jr 

80 

80 

48 

16 

1 

Legal 

21 

1           691 

Liberty  Nat  Life  Ins 

4 

Frank  P  Samford  Jr 

80 

80 

51 

24 

5 

Legal 

11,618 

692 

Cen  III  Pub  Service 

2 

Kenneth  E  Bowen 

80 

80 

56 

31 

4 

Operations 

16 

693 

N  Y  State  Elec  &  Gas 

4 

William  A  Lyons 

80 

80 

63 

42 

3 

Finance 

54 

693 

First  &  Merchants 

2 

Robert  L  Gordon  Jr 

80 

80 

63 

42 

4 

Finance 

36 

693 

First  Natl  State  NJ 

1 

W  Paul  Stillman 

80 

80 

74 

41 

41 

Finance 

1,075 

693 

Waldbaum 

5 

Ira  Waldbaum 

65 

80 

43 

25 

23 

Sales 

6,181 

693 

So  Carolina  Nat  Bnk 

2 

John  H  Lumpkin 

80 

80 

56 

7 

3 

Marketing 

41 

698 

Duke  Power 

11 

Carl  Horn  Jr 

79 

79 

50 

18 

1 

Legal 

44 

699 

Kansas  Power  &  Light 

2 

Balfour  S  Jeffrey 

79 

79 

65 

19 

15 

Legal 

292t 

700 

So  Carolina  El  &  Gas 

2 

Arthur  M  Williams  Jr 

78 

78 

58 

28 

5 

Legal 

30 

701 

San  Diego  Gas  &  Elec 

4 

Walter  A  Zitlau 

75 

77 

59 

30 

1 

Engineering 

83 

702 

Gulf  States  Utils 

3 

Floyd  R  Smith 

77 

77 

58 

36 

2 

Operations 

63t 

703 

Alabama  Bancorp 

1 

John  A  Hand 

77 

77 

70 

44 

14 

Finance 

1,199 

704 

West  Point-Peppereil 

20 

John  P  Howland 

76 

76 

61 

3 

1 

Sales 

170 

705 

Heritage  Bancorp 

1 

William  H  Bell  Jr 

71 

76 

53 

19 

1 

Finance 

62 

706 

Scot  Lad  Foods 

5 

Walter  R  Schaub 

76 

76 

61 

39 

11 

Administration 

2,821 

707 

Valley  Natl  Bnk  Ariz 

4 

Earl  L  Bimson 

70 

76 

50 

251 

4 

Finance 

852 

708 

Arizona  Public  Serv 

3 

William  P  Reilly 

73 

76 

64 

24 

1 

Administration 

21 

709 

Marine  Corp 

1 

John  C  Geilfuss 

75 

75 

58 

24 

8 

Legal 

152 

710 

Fifth  Third  Bank 

1 

William  S  Rowe 

75 

75 

55 

32 

8 

Finance 

478 

711 

Maryland  Natl 

2 

Robert  D  Harvey 

75 

75 

51 

24 

6 

Finance 

517 

711 

Emery  Air  Freight 

2 

James  J  McNulty 

75 

75 

59 

25 

3 

Finance 

1,254 

711 

Foster  Wheeler 

15 

Frank  A  Lee 

75 

75 

48 

12 

1 

Engineering 

146 

711 

Amer  Beef  Packers 

1 

Frank  R  West 

75 

75 

53 

6 

6 

Sales 

2,277 

711 

Coastal  States  Gas 

2 

Oscar  S  Wyatt  Jr 

75 

75 

47 

16 

16 

Administration 

117,891 

711 

Zayre 

25 

Stanley  H  Feldberg 

75 

75 

47 

16 

16 

Sales 

11,511 

711 

Union  Trust  New  Haven 

1 

Thomas  F  Richardson 

75 

75 

49 

25 

5 

Trust 

989 

711 

Ramada  Inns 

7 

Marion  W  Isbell 

75 

75 

66 

9 

9 

Founder 

6,662 

711 

Citizens  &  Southern 

6 

Richard  L  Kattel 

60 

75 

35 

13 

1 

Finance 

151 

711 

B  F  Goodrich 

56 

0  Pendleton  Thomas 

75** 

75 

57 

1 

1 

Finance 

28 

711 

Lone  Star  Gas 

6 

William  C  McCord 

75 

75 

44 

22 

1 

Engineering 

39 

722 

Fulton  Nation  i 

1 

Gordon  Jones 

75 

75 

54 

30 

13 

Finance 

1,522 

723 

Southwstn  Pub  i^.rv 

2 

Don  D  Loden 

75 

75 

68 

46 

6 

Engineering 

139 

724 

Combined  Insurance 

3 

W  Clement  Stone 

73 

73 

70 

33 

33 

Sales 

263,503 

♦  Salary    and    bonus    exclude    deferrjrt    compensation    and    stock    options.    ttStock 
ownership   includes   shires   heni   or  coptfolled   by   CEO   and   his   family   beneficial- 
ly,   directly    and    indirectly     tHoldine,   other    than    common    stock    not    included 

"Salary  not 

annualized;  became 

CEO  in 

1971. 
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1971  REPORT:  A  RECORD  YEAR  THROUGH  IMAGINATION 


Georgia-Pacific  Sales:  up  20.6% 

Income:  up  8.9% 
Cash  Flow:  up  10.8% 


Georgia-Pacific  had  a  record 
year  in  1971 .  Sales  and  cash  flow 
reached  all-time  highs.  And 
income  increased  substantially 
over  the  previous  year. 

The  reason  for  the  record 
increases?  Imagination. 

Imagination  in  timber 
management.  By  creating  a 
superior  strain  of  trees  and  then 
harvesting  the  crop  in  a  way  that 
both  saves  money  and  boosts  the 
land's  productivity,  we  have,  in 
effect,  increased  the  value  of  every 
tree  on  every  acre. 

Imagination  in  manufacturing. 
The  green  veneer  stitcher, 
automated  glue  line,  electronic 
clipper-scanner,  and  other  innova- 
tions allowed  us  to  produce 
more  and  better  plywood.  Many 
of  our  sawmills  are  using  new  66% 
skinnier"  saws  which  allow  us 
to  cut  more  lumber  from  the  log 
and  cut  it  more  dimensionally 
precise.  The  method  by  which  we 
transform  raw  material  into 
salable  goods,  the  efficiency  of 
our  manufacturing  systems, 
determines  the  profitability  of 
these  end  products. 

Imagination  in  distribution. 
A  major  share  of  our  building 
material  sales  was  generated  by 
G-P's  unique  distribution  system. 
Today,  we  have  1 1 4  strategically 
located  centers  across  the 
country.  This  year  we  will  open 
about  8  more.  Our  distribution 
system  sells  more  building 
materials  than  we  produce.  So  it 
keeps  our  mills  running  at 
capacity  in  good  times  and  bad. 

Imagination  in  marketing. 
Our  strategy  can  be  summed  up  in 
a  single  word:  flow.  We  have 
organized  Georgia-Pacific  to 
promote  a  steady,  even  movement 
of  large  volumes  of  goods  from 
the  raw  material  base  into  207 


plants  and  mills,  and  on  through 
114  building  materials  distribution 
centers,  122  pulp,  paper  and 
chemical  sales  offices;  plus  outlets 
in  54  foreign  countries;  and 
finally,  out  to  over  95,000 
customers.  In  1971,  softwood  and 
hardwood  plywood  and  wood 
product  specialties  accounted  for 
39%  of  company  sales.  Pulp  and 
paper,  a  soft  market  in  1971,  26%. 
Lumber  and  specialties,  17%; 
Gypsum,  6%.  Other  products, 
including  chemicals,  the 
remaining  12%. 

Imagination  in  waste 
utilization.  Today,  we're  using 
every  possible  part  of  the  tree. 
Scraps,  sawdust,  and  chip  fines 
from  lumber  and  plywood  opera- 
tions are  used  to  make  paper  and 
particleboard.  And  we  are  building 
revolutionary  continuous-process 
panelboard  plants  which  will  con- 
vert this  former  waste  into  addi- 
tional profitable  products,  and 
provide  large  quantities  of  low- 
cost  material  to  meet  national 
housing  needs. 

These  are  just  some  of  many 
innovations  that  helped  produce 
record  increases  in  1971.  Through 
other  new  product  developments, 
and  increased  sales  of  existing 
items,  we  expect  to  maintain  a 
15%  to  20%  annual  growth  in  the 
building  materials  field — well  into 
the  foreseeable  future.  And  we 
expect  that  improvement  in  world 
economies  will  support  better 
operations  and  higher  prices  for 
our  pulp  and  paper  mills  next  year. 

We're  optimistic  about  the 
future.  Because  we  have  the  base. 
The  people.  The  financing.  The 
diversification.  The  tools.  And 
probably  most  important, 
the  imagination. 

Imagination:  it  pays  for 
Georgia-Pacific.  And  for  you. 


Sales — 10  years 

amoun/s  in  billioDs  I 
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Earnings  and  cash  dividends — 10  years 

per  common  share 

net  income  per  common  '.ha'r- 
M  ca:".n  dividend' 
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Funds  generated  from  operations 

10  years  famoun/s  in  millions  i 
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Georgia-F%icific 


THE  GROWTH  COMPANY 


Who  Gets  the  Most  Pay? 


1971  Data 

Number  of 

His 

Total 

Years  Served 

Shares  Owned/ 

Employees 

Salary  Remuneration:^ 

His 

With 

As 

Corporate 

Controlledtt 

Rank 

Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

Company 

Chief 

Background 

($000) 

725 

First  Union  St  Louis 

2 

David  R  Calhoun 

69 

71 

69 

3 

3 

Trust 

436 

726 

Albertson's 

9 

Joseph  A  Albertson 

70 

70 

55 

7 

1 

Marketing 

23,187 

727 

Super  Valu  Stores 

8 

George  W  McKay 

70 

70 

55 

7 

1 

Sales 

125 

727 

City  Natl  Bank  Det 

1 

John  H  French  Jr 

70 

70 

60 

23 

1 

Administration 

2,735 

727 

Equitable  Trust  Bait 

2 

John  A  Luetkemeyer 

70 

70 

62 

37 

8 

Finance 

5,621 

727 

Tecumseh  Prods 

8 

Kenneth  G  Herrick 

70 

70 

51 

31 

6 

Administration 

18,819 

731 

Hamilton  Bancshares 

1 

Jack  E  Whitaker 

69 

69 

66 

18 

6 

Finance 

159 

732 

Un  Planters  Nat  Bank 

1 

C  Bennett  Harrison 

69 

69 

54 

7 

4 

Finance 

22 

733 

Jack  Eckerd 

7 

Jack  M  Eckerd 

69 

69 

58 

19 

19 

Founder 

128,851 

734 

First  At  Orlando 

2 

William  H  Dial 

65 

69 

64 

4 

4 

Legal 

909 

735 

Mfrs  Nat  Bnk  Detroit 

2 

Roland  A  Mewhort 

55 

63 

61 

38 

5 

Credit 

148 

736 

Electronic  Data  Sys 

3 

H  Ross  Perot 

68 

68 

41 

9 

9 

Founder 

352,771 

737 

First  Tulsa  Bancorp 

1 

Frank  G  McClintock 

68 

68 

57 

13 

8 

Production 

452 

738 

First  Amer  Natl  Bank 

1 

Andrew  B  Benedict 

68 

68 

57 

36 

2 

Finance 

134 

739 

Baystate 

3 

Richard  Wengren 

66 

66 

59 

33 

5 

Investment 

185 

740 

United  Merch  &  Mfrs 

36 

Merwin  R  Haskel 

65 

65 

71 

53 

3 

Marketing 

821 

740 

American  General 

8 

GusSWortham 

65 

65 

80 

46 

46 

Finance 

10,909t 

742 

Indianapolis  Pwr&  Lt 

2 

Bernard  W  Schotters 

65 

65 

63 

46 

1 

Purchasing 

242t              I 

742 

Com  Bancshares  Mo 

1 

James  M  Kemper 

65 

65 

50 

5 

5 

Finance 

11.392 

744 

Idaho  Power 

1 

Albert  Carisen 

65 

65 

61 

38 

1 

Engineering 

179 

745 

Utah  Power  &  Light 

2 

E  Allen  Hunter 

65 

65 

57 

34 

3 

Commercial 

50 

746 

First  Citizens  (NC) 

2 

Lewis  R  Holding 

64 

64 

45 

23 

16 

Finance 

19,245t 

747 

Federal  Natl  Mtge 

1 

Allan  0  Hunter 

64 

64 

55 

2 

2 

Legal 

10 

748 

Arizona  Bank  (Phoe) 

1 

G  Clarke  Bean 

60 

64 

54 

19 

2 

Finance 

26 

749 

First  Virginia  Bank 

2 

Ralph  A  Beeton 

61 

63 

44 

12 

5 

Legal 

203 

750 

Dr  Pepper 

1 

Woodrow  W  Clements 

63 

63 

57 

30 

2 

Sales 

2,391 

751 

N  J  Bank  N  A 

1 

Norman  Brassier 

55 

62 

60 

32 

10 

Finance 

lOlt 

752 

Malone  &  Hyde 

5 

Joseph  R  Hyde  III 

42 

61 

29 

6 

3 

Administration 

37,787 

753 

Citizens  Fidelity  Bk 

1 

Maurice  D  Johnson 

61 

61 

60 

4 

1 

Administration 

28 

754 

Atlantic  Bancorp 

1 

Edward  W  Lane  Jr 

53 

60 

61 

11 

11 

Legal 

16,844 

755 

Penn  Fruit 

7 

James  Cooke 

60 

60 

62 

45 

7 

Operations 

3,627 

755 

First  Natl  Charter 

1 

Barret  S  Heddens  Jr 

60 

60 

47 

20 

3 

Finance 

340 

755 

Zaie 

14 

Donald  ZaIe 

60 

60 

39 

18 

1 

Finance 

206,623t 

755 

Merch  Nat  Bank  Ind 

1 

Robert  E  Sweeney 

60 

60 

59 

37 

2 

Finance 

1,596 

759 

United  Missouri  Banc 

0.2 

R  Crosby  Kemper  Jr 

60 

60 

44 

21 

5 

Finance 

9,298 

760 

Marine  Bancorp 

3 

Andrew  Price  Jr 

56 

56 

49 

24 

10 

Finance 

2,310 

761 

American  Financial 

1 

Carl  H  Lindner 

55 

55 

53 

18 

18 

Finance 

126,372t 

762 

Wetterau  Foods 

1 

Ted  C  Wetterau 

55 

55 

44 

20 

2 

Sales 

3,299t 

763 

New  Jersey  Nat  Corp 

1 

Richard  C  MacGill 

55 

55 

61 

23 

1 

Finance 

42 

764 

Amer  Bnk  &  Trust  (Pa)           1 

Sidney  D  Kline 

54 

54 

69 

43 

28 

Trust 

959 

765 

First  Natl  Bancorp 

1 

Bruce  D  Alexander 

53 

53 

50 

4 

2 

Finance 

131 

766 

Fir  Okia  Bncorp  Okia 

1 

Charles  A  Vose 

51 

51 

71 

10 

10 

Credit 

l,785t 

/G7 

Howard  Johnson 

22 

Howard  B  Johnson 

50 

50 

40 

17 

12 

Production 

29,013 

767 

Lowe's 

2 

Edwin  Duncan 

50 

50 

66 

10 

10 

Finance 

2,496 

767 

Crown  Cork  &  Seal 

14 

John  F  Connelly 

50 

50 

67 

16 

15 

Sales 

66.167 

770 

National  Liberty 

1 

Arthur  Demoss 

48 

48 

47 

13 

9 

Founder 

322,514 

771 

Penn  Central 

94 

Archibald  D  Johnson 

40 

40 

73 

1 

1 

Finance 

1 

772 

H  &  R  Block 

30 

Henry  WBIoch 

36 

36 

49 

26 

17 

Finance 

156,509 

773 

Iowa  Beef  Packers 

4 

Currier  J  Holman 

32 

32 

61 

11 

9 

Purchasing 

1,520 

774 

Roadway  Express 

11 

Galen  J  Roush 

30 

30 

79 

39 

11 

Legal 

71.586 

tSalary    and    bonus    ei:'  .i'' 
ONnefShip    includes   shares    .  p 
ly,    directly    and    inditecll> 

deferred    conopensation    and    stock    options.    ttStock 
a    01    controlled    by    CEO   and    his   family   beneficial- 
Holdings    other    than    common    stock    not    included 
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MFC -for  versatile  open  space  planning. 


MFC  is  a  complete  concept  of  efficient,  beautifully 

designed  furniture  and  equipment  with  exceptional 

versatility  for  open  space  planning. 

Select  from  a  wide  range  of  desks,  tables,  lateral  and  overflies, 

oversfielf,  wall-hung  and  wardrobe  cabinets.  There  are  options 

for  communication  centers,  roll-out  writing  shelves  for  instant  L- units, 

new  larger  drawer  openings  to  accommodate  EDP  print-outs  and  ring 

binders,  fabric  covered  tack  boards  and  concealed  under-cabinet 

lighting.  MFC  work  areas  can  be  created  to  respond  to  individual 

requirements  and  can  be  shaped  and  re-shaped  to  changing  office 

needs.  For  more  information  on  MFC  write,  All-Steel  Equipment  Inc., 

Aurora,  Illinois  60507.  Showrooms  in  New  York,  Chicago,  Los  Angeles, 

Aurora.  In  Canada,  B.  K.  Johl  inc.,  Montreal,  Toronto,  Vancouver. 

*Multiple  Function  Concept 


?  of  the  ^^U  cotnpamei 


3^^ 
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"WE  NEVER 
EVEN  HEARD 
OF  THE  FIRM  I 
THAT  GOT  out 
$2300,000 
CONTRACT- 
TILL  WE  RE  Al 
ABOUT  THEM 
AN  AD." 


JACKGERKEN, 

PRESIDENT 

NORWALK  FURNITURE  CORf 


"Back  in  1968,  we  began  look- 
ng  for  the  best  way  to  construct  a 
urniture  manufacturing  site. 

We  decided  we  needed  an  engi- 
neering construction  firm  to  fiandle 
tie  lob. 

A  couple  of  companies  were 
lecommended  by  personal  friends. 

Then  we  started  combing 
hrough  ads— that's  how  we  heard 
f  Cunningham-Limp.  They 
Doked  like  they  understood  our 
/pe  of  project,  so  we  put 
'lem  on  the  list. 

Finally,  we  had  six  good  names— 
nd  we  interviewed  each 
ompany  twice  before  hiring 
lunningham-Limp. 

I  might  add  that  when  word  got 
round  about  the  project, 
everal  local  companies  contacted 
s.  Some  of  them  were  very 
yell  qualified— and  might  have 
often  the  job  if  we  had 
nown  about  them  in  time." 


^hy  is  running  an  ad 

little  like  saying  a  prayer? 

You  have  to  have  faith. 

And  that  goes  double  when  you 
ilk  about  business  advertising, 
s  we  do. 

We  notice  a  lot  of  you  out  there 
re  growing  skeptical. 

Especially  those  of  you  who 
ave  to  justify— to  yourself  and  to 
thers— the  value  of  advertising: 

You  fire  questions  like,  "How 
ffective  is  business  advertising?" 
How  much  does  it  contribute 
(Sales?" 

And  it's  not  enough  for  us  to  say, 
Keep  the  faith,  baby." 

ou  want  proof. 

You'd  like  the  kind  of  measure- 
ents  they've  got  over  in  the 
ackage  goods  field. 
They  can  tell  in  a  short  time  how 
le  product  is  moving  off  the 
lelves.  They've  got  sales  audits, 
<e  Nielsen  and  SAMl.to 
3ep  tabs  on  the  category  and  the 
Dmpetition.  If  there's  a  bump 
sales,  they  know  whether  the 
itegory  is  growing,  or  whether 
ey're  taking  business  away  from 
e  other  guy. 

We'd  like  that  too.  But  we  just 
3n'thave  it. 
Not  when  lead  time  in  industrial 


buying  stretches  into  months 
—even  years. 

Not  when  your  customer  might 
require  a  lengthy  study  before 
making  his  decision. 

It's  pretty  hard,  when  the 
sale's  finally  made,  to  trace  it 
back  to  an  ad. 

Especially  with  so  many  other 
factors  operating— like  price, 
availability,  quality,  delivery, 
service. 

It's  a  far  cry  from  deciding 
between  two  detergents  at  690. 

Maybe  this  is  the  kind 
of  answer  you've  been 
waiting  to  hear. 

One  thing  we  do  know. 

The  Morrill  Study,  which  involved 
new  research  techniques,  and 
interviews  with  40,000  "brand 
deciders",  leaves  no  doubt 
of  the  key  relationship  between 
advertising  and  sales. 

Share  of  market  goes  up  when 
sales  calls  are  supported  by 
advertising.  The  average  dollar 
sales  per  call  are  larger  among 
buyers  exposed  to  advertising  in 
business  publications. 

Is  the  increased  share  of  market 
worth  the  additional  expense? 

The  Morrill  Study  shows  how 
selling  expense  as  a  percent 
of  sales  decreases  as  ad  exposure 
increases. 

If  you  can  stand  just  one  little 
chart,  this  one  will  spell  it  out. 


Average  Brand 
Selling  Expense  as  Percent  of  Sales 

100 
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CALLED 

NOT 
EXPOSED 


5 
PAGES 


10 
PAGES 


20 
PAGES 


30 
PAGES 


CALLED  ON  AND  EXPOSED 
TO  ADVERTISING 


In  the  above  chart,  selling  expense  includes 
the  cost  of  personal  selling  and  the  cost  of 
advertising.  Obviously,  the  increase  in  adver- 
tising exposure  is  very  much  w/orthwhile. 


We  speak 

to  the  man  in  charge. 

In  addition  to  making  your 
salesman  more  effective,  as  the 
Morrill  Study  shows,  advertising 
helps  him  in  another  way. 

With  the  men  he  has  trouble 
getting  to  see.  The  small  but 
important  group  at  the  top  of  the 
ladder.  Men  like  Mr.  Gerken. 

And  make  no  mistake  about  it— 
the  man  who's  worrying  about 
the  bottom  line  is  at  the  bottom 
of  the  big  purchases. 

If  he  isn't  sold,  he  can  undo  all 
the  work  your  salesman  and 
your  advertising  have  done. 

And  all  the  "yeses"  could  add 
up  to  a  final  "no". 

He's  a  hard  man  to  see.  Ask 
any  salesman. 

But  we  get  to  see  him  just  as 
easily  and  just  as  often  as  the  men 
who  are  easier  to  see. 

We've  got  a  regular  appointment 
with  the  man  in  charge. 

We'll  put  you  right  in  his  lap. 


BusinessWeek 


Ibrbes 


Fortune 


Time 


Newsweek 


U.S-News  l^gp^y 

Make  a  regular 

appointment  with 

management. 


Coming  attractions 

Next  month  we'll  present  another 
documentary  study  of  the  way  ad- 
vertising influenced  a  sale,  featuring 
a  key  executive.  Don't  miss  it. 


0cotrice  Toods  Co. 

20cONSECUTIVE  YEARS 

Increases 
-in 

-  in  Earnings 
-  in  Earnings  per  Share 

RECORD  SALES:  $2.38  BILLION 
RECORD  NET  EARNINGS:  $77.9  MILLION 

RECORD  EARNINGS  PER  SHARE:  $2.46 

(For  Fiscal  Year  Ended  February  29, 1972) 

For  copy  of  74th  Annual  Report  please  write: 

Treasurer,  Beatrice  Foods  Co. 
Department  T 
120  South  LaSalle  Street 
Chicago,  Illinois  60603 


2.38 


Beatrice 


Howard  Morgens  of  Procter  &  Gamble 


Proud  To  Be  an  Organization  IWan 


For  the  CEO  post  in  one  of  America's 
giant  companies— the  huge  corporate 
nations  Hke  General  Electric  or  Gen- 
eral Motors— job  hoppers  and  other 
outsiders  need  not  appK.  These  jobs 
invariably  go  to  dogged  career  risers, 
one-organization  men  who  stick  it  out 
for  years  in  the  long-shot  hope  of  be- 
ing tapped  for  the  top  spot. 

Just  to  be  in  the  nmning,  a  career 
riser  must  discipline  himself  careful- 
ly. He  must  become  a  seasoned  deci- 
sion-maker. He  must  cultivate  an  aura 
of  success  and  sustain  his  upward 
momentum  on  the  executi\e  ladder. 
He  must  be  loyal  to  a  fault,  tolerably 
bright,  fairly  creative,  politicalK' 
agile,  always  tough,  sometimes  flex- 
ible, unfailingly  sociable  and,  in  the 
minds  of  his  compan\  s  directors,  seem 
superior  to  a  dozen  men  who  are  al- 
most as  good.  He  must  also  be  luck\'. 

Take  Howard  Morgens,  board 
chairman  of  Procter  &  Gamble,  the 
outstanding  marketing  enterprise  in 
the  world.  .Morgens,  now  61,  took 
command  of  P&G  15  years  ago.  Since 
then  P&G  has  nearly  quadrupled  prof- 
its, from  $68  million  to  $2.38  million, 
while  pushing  sales  from  $1  billion 
to  more  than  S3  billion.  The  company 
earned  18^  on  stockholders'  equity 
last  \ear.  Yet  Morgens  concedes  that 
he  would  iie\er  have  become  ciiief 
e\ecuti\e  if  his  predecessor,  Neil  Mc- 
Elroy,  had  not  left  P&G  to  become 
Secretary  of  Defense  under  President 
Eisenhower.  "Traditionally,  our  presi- 
dents took  over  in  their  4()s,  and  I 
would  have  been  too  old  when  tlie 
top  job  opened  up,"  he  says. 

But  for  that  accident  of  fate,  How- 
ard Morgens  toda\  \vould  be  just  an- 
other upper-echelon  e.xecutixe  at  P&G. 
He  would  be  well  paid,  but  would 
h9\e  ser\ed  the  past  15  years  with 
little  hope  for  further  advancement. 
Would  it  ha\e  been  a  frustrating  ex- 
perience, as  it  almost  certainly  is  for 
thousands  of  other  passed-over  execu- 
tives in  giant  companies? 

But  the  career  riser,  perhaps  lie- 
cause  self-control  becomes  second  na- 
tui-e  to  him,  learns  to  live  with  the 
possibility  of  being  passed  o\er.  He 
convinces  himself,  as  Morgens  did, 
that  "you  don't  stay  in  a  company  like 
this,  dreaming  for  the  top  job.  Migosh! 
There  are  so  many  top  jobs!" 

Yet  there  is  only  one  top  job,  really, 
and,  in  a  company  like  P&G,  scores 
of  men  are  bucking  for  it.  Each  knows 
that  the  odds  are  very  much  against 
his  getting  it.  So  what  keeps  them  in 
the  race?  What  compels  them  to  spurn 
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offers  from  smaller  companies  where 
the  chances  of  becoming  CEO  are 
statistically  greater— and  where  the 
bureaucratic  flak  is  probably  a  good 
deal  less? 

"Lea\e  Procter  &  Gamble?"  asks 
Morgens.  "1  have  been  approached 
many  times  with  offers  that  made  my 
head  spin.  But  I  always  felt  that  I 
was  given  more  responsibility  than  I 
was  prepared  to  handle  and  that  I 
was  growing.  That  feeling  is  more  im- 
portant than  money. 

"Then  too,  1  alwa\s  felt  that  if  out- 
siders were  going  to  offer  me  a  great 
job  now,  I  would  be  worth  even  more 
to  them  after  a  few  more  yeais  at 
Procter  &  Gamble. 

"I  also  felt  that  P&G  gave  such  a 
variety  of  jobs  that  I  would  probably 
end  up  with  more  basic  satisfaction 
if  I  stayed  with  the  company." 

Of  course,  another  reason  men  like 
Morgens  stick  it  out  at  P&G  is  a 
strict  company  rule;  All  promotions 
are  made  from  within.  The  executive 
who  leaves  P&G,  unless  it  is  for  public 
ser\ice,  can  ne\'er  return;  he  cuts  him- 
self off  from  the  organization  forever. 
So  if  he  is  doing  well  at  P&G  and 
likes  the  company,  a  man  thinks  twice 
before  jumping  the  fence. 

"This  company  has  added  $2  billion 
in  sales  o\er  the  last  15  years,"  says 
Morgens,  "and  those  operations  have 
all  been  manned  by  people  developed 
within  P&G.  Men  see  that  and  they 
know  there  is  a  hell  of  a  lot  of  re- 
sponsibility and  remuneration  there  if 
they  can  achieve  it." 

But  isn't  the  sheer  size  of  a  multi- 
billion-dollar  corporation  stifling?  Re- 
plies Morgens:  "1  believe  that  the  on- 
ly' way  you  can  handle  increased  size 
and  keep  the  people  you  want  to 
keep  is  to  decentralize."  That  is, 
Morgens  tries  to  pass  as  much  respon- 
sibility and  authoritv  as  possible  to 
other  men  throughout  the  company. 
Instead  of  a  single,  ever  larger  pond, 
he  creates  many  smaller  ones  in  order 
to  keep  people  interested. 

The  Right  Way 

In  staying,  however,  the  career 
riser  must  accept  the  necessarily 
bureaucratic  ways  and  the  shared  be- 
liefs of  a  huge  organization.  He  must 
be  willing  to  follow  prescribed  pro- 
cedures and  behavioral  norms.  He 
must  do  things  the  P&G  way  or  the 
IBM  way  or  the  General  Motors  way. 
Moreover,  he  must  find  it  in  himself 
to  believe  in  the  essential  goodness  of 
the  company,  in  its  traditions  and  in 


his  coemployees.  He  must  be  willing 
to  accept  a  good  deal  on  faith.  He 
must,  in  short,  conform. 

Yet  to  Howard  Morgens,  these  are 
the  very  things  that  can  give  an 
organization  like  P&G  the  power  to 
stay  healthy  and  demolish  its  com- 
petition. Far  from  being  confining,  he 
believes  that  the  conformity  required 
of  a  career  man  can  be  a  great  source 
of  creativity.  How?  By  providing  a 
stable,  clear-cut  framework  within 
which  imaginative  men  can  do  their 
jobs  with  a  minimum  of  distraction 
and  thus  a  maximum  of  effectiveness. 

A  Utopian  xiewpoint?  P&G's  record 

241 


Connecticut  takes  care  of  the  fu- 
ture. Your  future. 

When  you  move  your  company  to 
Connecticut  you  can  count  on  attrac- 
ting the  people  you  need.  Key  people. 
Executives  and  managers  on  whom 
your  corporate  future  depends. 

Connecticut  living  has  the  style  to 
which  they  deserve  to  become  accus- 
tomed. At  the  kind  of  price  that 
makes  sense. 

Fresh  air  living  in  a  relaxing  at- 
mosphere. Plenty  of  room  to  raise  a 
family.  Plenty  of  time  for  family  life. 

In  Connecticut  there  is  time  to  en- 
joy, time  to  put  down  roots,  time  to 
participate. 

Schools  are  excellent,  recreation 
plentiful  and  cultural  opportunities 
varied. 

Look  to  the  future.  Your  future. 
Bring  your  company  to  Connecticut. 
It's  one  good  move  that  assures 
others. 

For  further  information  contact 
Mark  Feinberg,  Managing  Director, 
Room  148,  Connecticut  Develop- 
ment Commission,  State  Office  Build- 
ing, Hartford,  Conn.  06115. 

A  lot  of  future-thinking  people  al- 
ready have. 

Connecticut 


where  the  good  life  pays  off 


of  succes.s  is  quite  real.  Instead  of 
slowing  down  as  it  added  weight  and 
size,  which  is  the  fate  of  many  huge 
companies,  P&G  seemed  to  gain  mo- 
mentum. It  lias  found  a  way  to  beat 
the  organization-man  syndrome. 

The  secret  is  that  P&G's  success 
feeds  upon  itself.  Procter  &  Gamble 
doesn't  win  all  the  time,  but  it  does 
win  most  of  the  time.  Career  men  in 
the  company,  as  they  have  watched  it 
grow  larger,  have  seen  for  themselves 
that  conformity  does  not  have  to  be 
crippling.  These  men  have  become 
believers.  They  don't  have  the  same 
hangups— about  following  set  proce- 
dures, about  hewing  to  company  pol- 
icies, about  trusting  their  leaders, 
about  depending  on  other  employees, 
about  doing  things  the  P&G  way— 
that  men  in  less  successful  bureaucra- 
cies have.  And  in  that  freedom  is  the 
power  to  keep  on  succeeding. 

Here  is  one  way  it  works:  Because 
of  the  company's  long  string  of  suc- 
cesses, P&G's  career  men  assume  that 
employees  in  other  departments  and 
at  other  levels  in  the  organization  are 
highly  competent.  P&G's  marketing 
men  can  concentrate  on  building  up 
sales  without  worrying  that  the  pro- 
duction men  might  fail  to  deliver  the 
products  as  promised.  The  production 
men  can  do  their  job  free  from  wor- 
ries that  the  marketing  men  will  make 
promises  to  customers  that  are  im- 
possible to  keep.  Men  in  both  groups 
try  harder  because  they  know  that 
just  as  they  have  faith  in  others,  others 
are  counting  on  them.  So  P&G's  grow- 
ing organizational  superstructure  be- 
comes a  plus,  not  a  minus.  They  feel 
expanded  rather  than  restricted  by 
being  part  of  an  elite  organization. 

Take  the  recent  flare-up  over  phos- 
phates. P&G  continued  to  produce  de- 
tergents containing  phosphates  even 
though  some  environmental  critics 
claimed  they  were  major  water  pollu- 
tants. "We  had  plant  people  whose 
neighbors  were  telling  them  that  their 
company  was  polluting  the  waters," 
says  Morgens.  "It  could  ha\'e  liecome 
a  disagreeable  situation.  But  it  didn't, 
because  our  people  believed  what 
management  told  them,  that  we  were 
trying  to  do  the  responsible  thing— 
and  God  knows  we  were." 

Because  management  had  led  them 
to  success  in  the  past,  these  P&G  peo- 
ple felt  they  could  trust  their  leaders. 
And,  in  turn,  they  could  continue  to 
work  productiveK'  at  their  jobs. 

Having  a  high  proportion  of  career 
men  who  accept  P&G's  methods  and 
beliefs  helps  in  other  ways,  too. 
"There  are  certain  ingredients  you 
simply  feel  if  you  have  worked  for 
Procter  &  Gamble  long  enough,"  says 
Morgens.  "One  is  our  belief  that  the 
consumer  is  ()uccu.   Now  other  com- 


Luck,  Then  Skill.  The  product  ihat 
set  P&G's  success  fo  snowballing  was 
Ivory  soap,  infroduced  in  1 879.  II 
floated,  a  real  competifive  advantage 
in  an  age  when  washing  wafer  was 
usually  dark.  H  floated  because  oi 
a  mistake:  A  batch  of  soap  was  heateO 
too  long,  producing  air  bubbles  ir 
the  mix.  That  was  luck.  But  the  cow 
pany  was  smart  enough  to  pick  up  or 
the  favorable  consumer  response,  firs 
by  continuing  the  accident  and  ther 
by  advertising  heavily  to  establisi 
its  first  major  brand  image. 

panics  sa\  that,  loo,  but  the  degree  t 
winch  we  belie\'e  it  is  higher,  am 
thus  more  effective,  because  all  c 
oin-  people  ]ia\'e  developed  in  on 
organization. 

"Communications  are  so  easy  ht 
cause  everyone  knows  the  things  yo 
would  have  to  explain  in  detail  1 
someone  else.  When  you  come  into 
company  like  ours  right  out  of  schoo 
it's  very  easy  to  learn  our  principli 
and  policies.  It's  liard  to  talk  ahoi 
them;  most  are  unexpressed.  It  seen 
to  go  in  through  your  pores,  and 
man    who    starts    with    the    compai 


242 


FORBES,    MAY    15,    191 


ll 


All  we  promise 
is  pure  r^reshment 


And  thaf  s  a  lot 

We're  in  the  business  of  making  soft 
drinks.  We  think  we  make  the  best.  Now 
the  idea  of  a  refreshing  beverage  seems 
to  be  as  old  as  man  himself.  The  men 
who  built  Stonehenge  probably  stopped 
during  the  day  for  a  cup  of  something 
sweet, something  non-alcoholic. Through 
the  years,  the  manufacture  of  this  kind 
of  drink  has  been  refined.  In  the  1880"s 
carbonation  was  added.  And  in  1886  we 
introduced  Coca-Cola  to  the  world  — 
and  the  rest  of  that  story  is  history.  As 
long  as  the  sun  stands  in  the  sky,  as  long 
as  man  gets  overheated  in  his  activities, 
as  long  as  he  wants  a  pause  that  refreshes 
from  the  day's  routine,  he's  going  to  want 
a  soft  drink.  And  we're  going  to  be  there 
to  supply  it  to  him. 


'^5'>»  •'■•fe^ste'ed  I'ade  n 


;t  o)  The  CocaGoia  Comoany 


[ecutive 

injidei|tial 

fans 

$1500to«8500 

• 

A  nation-wide  service  used  by 
over  20,000  executive  and  pro- 
fessional men  as  a  quick  and 
convenient  source  of  credit, 
either  for  immediate  needs  or 
a  credit  line  for  future  use. 
There  is  no  charge  for  establish- 
ing your  credit  line.  No  col- 
lateral ...  no  embarrassing  in- 
vestigation. All  details  handled 
by  personal  mail  in  the  privacy 
of  your  office. 

References: 

The  First  National  Bank  of  Minneapolis 

Continental  Illinois  National  Bank 

of  Chicago 

• 

Phone,  toll  free,  800-328-7328  or  write 

Mr.  T.  K.  Lindblad 

Executive  Loan  Director 
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Industrial  Credit  Plan,  Inc. 

241  Hamm  Building 
St.  Paul,  Minnesota  55102 


WHAT  DO 

MOTOROLA, 

WESTINGHOUSE, 

BENDIX  AND 

BURROUGHS 

KNOW  THAT 

YOU  DON'T 

KNOW? 
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This  coupon  will  bring  you,  free,  the 
information  that  convinces  heavy 
names  in  light-industry  to  locate  ma- 
jor plants  here.  To  learn  what  we  can 
offer  your  business,  attach  coupon 
to  your  letterhead  tor  complimentary 
copy  of  FACTS  FOR  INDUSTRY. 
BROWARD  INDUSTRIAL  BOARD 
FORT  LAUDERDALE,  FLA.  33306 

John  C.  Dabney,  Executive  Director 
Dept.  F5  " — 

Broward  Industrial  Board 
2050  East  Oakland  Park  Blvd. 
Fort  Lauderdale,  Fla.  33306 

Name 

Address- 
Cily 


!  Director 

Ivd.        M 
'6  ^ 


-Stale 


-Zip- 
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understands  tliem  better  than  some- 
one who  conies  in  from  the  outside." 

But  what  about  inbreeding?  Dcfft't 
men  like  Morgens,  who  have  spent 
decades  toiling  at  P&G  and  other  cor- 
porate giants,  inevitably  develop  nar- 
row viewpoints?  Don't  they  become 
set  in  their  ways  and  resist  change? 

"We  are  quite  conscious  of  that 
danger,"  says  Morgens.  "One  way  we 
try  to  avoid  it  is  to  hire  and  promote 
people  that  have  varied  backgrounds, 
with  a  constant  emphasis  on  creativi- 
ty." Morgens  himself  believes  P&G 
would  not  have  hired  him  out  of 
Harvard  Business  School  in  1933  had 
he  not  written  short  stories  and  done 
other  things  the  company's  recruiter 
thought  were  creative. 

In  many  big  companies,  creative 
people,  or  at  least  a  large  number  of 
them,  are  unwelcome.  They  are  often 
boat-rockers— disrespectful  of  lines  of 
authoiity  and  disbelievers  in  tradi- 
tions. Yet  the  fact  is  that  they  are 
especially  necessary  in  huge,  highly 
successful  corporations,  which  need 
new  ventures,  new  products,  new 
ways  of  doing  business— creati\it\'. 

Says  Morgens:  "Anybody  can  ad- 
minister a  business  and  keep  it  on  an 
even  keel,  but  that's  just  housekeep- 
ing. What  makes  the  difference  be- 
tween a  first-rate  administrator  and 
one  who  is  only  so-so  is  creativity. 
We  try  to  harness  that  not  only  in 
building  our  liasic  business  and  in 
entering  new  fields,  but  in  improxing 
the  ways  we  do  things.  For  instance, 
if  we  had  done  everything  in  fiscal 
1971  using  the  same  methods  and 
approaches  as  in  1970,  without  mak- 
ing changes,  we  would  ha\'e  spent 
$90  million  more." 

The  kind  of  creativity  Morgens 
seeks  might  strike  more  timorous  CEOs 
of  other  companies  as  self-destructi\e. 
In  new-product  development,  P&G 
strives  to  be  its  own  worst  enemy. 
Morgens  insists  that  his  older  products 
must  stand  competitive  attack  from 
new  ones  the  company  launches.  If 
any  new  product  can  oust  an  estab- 
lished P&G  product,  P&G  prefers  it  to 
be  one  of  its  own.  B\  going  into  facial 
and  toilet  tissues,  paper  towels  and 
paper  diapers,  for  example,  P&G 
seemed  to  be  cutting  its  own  throat, 
since  none  of  iheni  reciuires  washing. 
\^'ashing products,  of  covuse,  are P&Gs 
main  business,  accoimting  still  for  44^ 
of  sales.  Yet  Morgens  was  willing  to 
plunge  ahead,  and  P&G  has  wound 
up  making  a  shanibles  of  Scott  Paper, 
which  was  considered  the  outstanding 
marketer  in  that  business  (see  p.  110). 

Because  Morgens  encotnages  them 
to  operate  in  a  Ireewheeling  creative 
iashion,  P&G  people,  especially  their 
salesmen  in  thi'  field,  tend  to  be  tough, 
brash  and  supremeK    confident.  They 


annoy  a  lot  of  outsiders,  sometimes 
including  their  customers.  Among 
P&G's  harshest  critics  are  its  numerous 
alumni  who  used  the  company  as  a 
-training  ground,  then  went  to  work 
foi-  one  of  its  competitors.  But  the  fact 
that  competitors  do  raid  P&G  heavily 
for  management  people,  and  pay  top 
dollar  too,  is  a  tribute  to  the  way 
talent  is  bred  in  the  sort  of  giant  or- 
ganization that  is  presumed  to  stifle  it. 
Procter  &  Gamble,  to  be  sure,  is  im- 
usual  among  huge  companies.  The 
kind  of  morale  and  excitement  it  can 
generate,   as  a  result  of  its  fantastic 
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success,  is  almost  impossible  to  matcl 
in  other  outfits  with  less  momentum. 

Yet  hundreds  of  thousands  of  exec 
utives  willingly  devote  entire  career 
to  working  their  way  up  through  the.* 
giant  corporations.  On  the  lower  rung 
of  the  ladder,  when  they  are  in  thei 
20s,  all  of  them  dream  of  reachin 
the  top.  As  they  advance  into  thei 
3()s,  and  receive  more  responsibilit 
and  more  money,  the  drean>  flowei 
brightly.  Some  time  in  their  40s  an 
50s,  howe\er,  most  realize  lhe\'  aren 
going  to  make  it.  They  are  soreh  di 
appointed,  but  it's  too  late  to  chang< 
Comfortable  and  secure,  they  stay. 

Then  each  year  there  are  perhaj 
a  dozen  or  so— the  lucky  men  lil 
Howard  Morgens  who  go  all  the  wa; 
Outsiders  glance  brieflx  at  the  ai 
nouncements  in  the  newspapers.  Tli( 
rarely  appreciate  the  decades  of  di 
cipline,  of  conforming  and  of  hopir 
that  go  into  such  personal  triumphs. 
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WHATEVER  HAPPENED 
T01HE  AMERICAN  DREAM? 

WeVe  Got  It  Made— Now  Where  Do  We  Go  From  Here? 


Three  squares,  a  roof,  a  chicken  and  two  cars. 
That  was  about  it.  Then  the  dream  became  a 
reality  for  most  Americans.  Relax  and  enjoy 
it?  No. 

Some  fresh  money  came  into  the  game,  and 
they've  raised  the  ante  on  us. 

The  great  post-war  population  bulge  has  now 
moved  along  the  track  to  adulthood.  In  the  next 
ten  years,  the  20-34  age  group  will  grow  at  five 
times  the  national  rate.  By  1981  there'll  be  60  mil- 
ion  of  them.  At  the  cutting  edge  is  the  first  edu- 
cated mass  aristocracy  any  nation  has  ever  had. 

iThese  Frontrunners  of  the  New  Generation  are 
lot  a  "market  segment"  to  be  set  aside  and  han- 
dled incidentally,  if  at  all.  As  customers,  stock- 
"lolders,  employees,  legislators  and  educators, 
hey  are  the  thrusting  force  in  our  society.  They 
ire  the  new  majority  in  power  and  influence,  and 
hey  are  pressing  some  tough  issues.  Their  central 
question  is  "Where  do  we  go  from  here?". 

t  is  the  triumph  of  the  American  system  that  we 
ire  rich  enough  to  have  such  a  question  asked. 
Jut  to  come  back  with  "Kid,  you  never  had  it  so 
»ood"  is  no  answer  to  someone  who  never  had 
t  any  different. 

The  grown  children  of  the  post-technological, 
)Ost-affluent  era  have  their  own  agenda  of  aspi- 
atrons.  The  depression-shaped  economic  lan- 
guage of  their  fathers  falls  on  deaf  ears.  They 
lon't  remember. 


Business  must  get  the  answers  in  sync  with  the 
questions— and  then  plug  them  into  the  open 
channels  of  communication,  remembering  the 
fable  of  the  company  president  who  wouldn't 
advertise  on  Sunday  afternoon  radio  because 
everyone  goes  to  the  polo  matches. 

PSYCHOLOGY  TODAY  is  the  mainstream  mag- 
azine of  the  Frontrunners  of  the  New  Generation. 
They  are  with  us  in  the  search  for  human  touch- 
stones in  our  future-shocked  society.  This  intense 
mutual  interest  has  built  a  magazine  with  650,000 
circulation  and  over  two  and  a  half  million  read- 
ers every  month. 

PSYCHOLOGY  TODAY's  Frontrunners  are 
young— median  age  27.7.  Three  out  of  four  are 
college  educated.  Their  $14,713  median  income 
gives  them  economic  power.  Their  proven  social 
involvement  translates  into  political  clout. 

You  have  a  message  for  them.  PSYCHOLOGY 
TODAY  will  deliver  it. 
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PSYCHOLOGY  TODAYS 

FRONTRUNNERS  OF  THE  NEW  GENERATION 

People  Who  Make  Things  Happen 

Index  of 
PT  Readers 

Public  Activity-  Last  2  Years  (u  s  index  =  loo) 

Written  to  an  elected  public  official 
Addressed  a  public  meeting 
Taken  an  active  part  in  local  civic  issue 
Written  to  an  editor  of  magazine  or 

newspaper 
Written  something  that  has  been 

published 
Actively  worked  for  a  political  party 

Source:  Simmons  1971 
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A  PUBLICATION  OF  CRM.  INC. 


[ByGhology  today 

18  EAST  53rd  ST.,  NEW  YORK  10022  (212)  758-6555 


Merrill  Lynch 
reports  on  its  best  year. 


We  set  three  new  records: 

Gross  revenue  reached  $676  million 
—  up  43  percent  from  1970. 

Net  profit  hit  $70  million  -  up  72 
percent. 

Net  worth  (assets  minus  liabilities) 
climbed  to  $393  million  —  up  40  percent. 

Those  are  the  highlights  of  our  32nd 
annual  report,  just  published. 


Miiix    Gross  revenue:  Up  43X  in  1971 
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Cross  revenues  have  gone  up  at  the  annual  compound  rate  of  17.3 
percent  since  1962. 


It  was  a  bullish  start  for  our  first  year 
as  a  public  company.  (We  made  our  first 
public  stock  offering  on  June  23,  1971.) 

Some  of  the  gains  we  made  came 
from  the  general  improvement  in  the 
economy  and  the  stock  market.  But  a  lot 
of  them  came  from  decisions  we  made 
3  years  ago. 

The  moveto  diversity 

In  1969  we  set  out  in  a  new  direction.  We 
recognized  that  the  customer  of  the  future 
would  want  to  get  more  financial  services 
from  a  single  source.  So  we  started  to 
offer  our  customers  a  wider  variety  of 
ways  to  share  in  America's  growth: 

We  committed  more  of  our  resources 
to  investment  banking. 

We  acquired  an  investment  counsel- 
ing subsidiary  (Lionel  D.  Edie  &  Co.,  Inc.) 
and  a  real  estate  financing  subsidiary 
(Hubbard,  Westervelt  &  Mottelay,  Inc.). 

We  strengthened  our  ability  to  serve 
the  individual  investor  Partly  by  offering 
mutual  funds.  And  pardy  by  improving  our 


ability  to  handle  corporate  and  municipal 
bonds  in  odd  lots. 

The  results 

In  1971,  every  ingredient  in  the  new 
mixture  showed  a  good  gain  over  1970. 

Commission  revenue  went  up  by  57 
percent  — to  $361  million.  But  because  of 
our  diversity,  even  that  hefty  figure  came 
to  little  more  than  half  our  total  revenue. 

"Commission  revenue"  sounds  like  it 
might  refer  just  to  brokerage  in  listed 
securities.  But  a  lot  of  it  came  from  three 
other  sources:  brokerage  in  over-the- 
counter  securities,  commodity  futures 
transactions,  and  mutual  fund  sales. 

Another  string  to  our  bow  was  invest- 
ment banking.  Our  income  from  under- 
writings  was  almost  $63  million,  up  33 
percent  over  1970.  At  the  same  time,  we 
set  an  industry  record  in  corporate  under- 
writings.  We  managed  or  co-managed  220 
corporate  underwritings  worth  $10  billion. 

The  fastest  growing  part  of  our 
business  is  dealing  in  securities  as  a 
principal  (rather  than  as  a  broker).  It's  a 
little  like  running  a  retail  store,  which 
buys  things  for  inventory  and  sells  them 
as  quickly  as  possible.  Our  revenue  from 
principal  transactions  in  over-the-counter 
stocks,  government,  municipal  and  corpo- 
rate bonds  has  had  a  10-year  average 
growth  rate  of  almost  33  percent. 

Innovation: 
keeping  ahead  of  the  times 

We've  never  thought  that  sheer  size  is  a 
substitute  for  leadership.  Here  are  some 
of  the  new  things  we  did  last  year: 

•  Offered  a  series  of  municipal 
bond  funds,  which  allow  the  individual 
investor  to  own  a  diversified  portfolio  of 
tax-exempt  securities. 

•  Acted  as  managing  underwriter  for  a 
new  growth  and  income  fund.  Sold  90 
percent  of  the  total  off'ering. 

•  Sharply  increased  the  commissions 


we  earned  from  institutional  accounts. 

•  Set  a  company  record  by  executing 
$2.2  billion  worth  of  large  blocks  of  stock. 

•  Offered  our  customers  more  diversity 
by  moving  into  options  (puts  and  calls). 

•  Began  trading  in  Government 
National  Mortgage  Association  pass- 
through  issues  — mortgage-backed 
securities  guaranteed  by  the  full  faith  and 
credit  of  the  Federal  Government. 

•  Expanded  on  a  successful  old  idea: 
monthly  investment  plans.  We  now  run 
345,000  of  them.  The  M.l.P.  plan  lets 
people  invest  as  bttle  as  $40  every  three 
months  in  any  stock  listed  on  the  New 
York  Stock  Exchange  and  approved  by 
our  Research  Division. 
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Net  income  per  share  has  risen  a(  the  annual  rate  of  24.3  peice 
since  1962,  The  1971  figure  reflectsanextraordinary  lossof  $6.2ll 
lion -the  result  of  our  stepping  in  to  help  the  customers  of  Goodbod 
fit  Co..  Inc.  Without  that  one-time  loss,  our  gain  in  net  income  pt 
share  would  have  been  93  percent. 


Things  we  won't  change 

We're  prepared  to  accept  change  and,  in 
some  cases,  to  cause  it.  But  there  are 
certain  things  we  have  no  intention  of 
changing. 

We  will  always  manage  our  capital 
conservatively.  We  will  always  try  to  serve 
our  customers  well.  We  will  always  want 
to  do  business  with  all  kinds  of  investors 
—  including  the  smallest.  We  will  always 
try  to  protect  the  interests  of  the  indiWdu; 
investor. 

That's  our  credo.  We  think  it  will 
grow  in  importance  now  that  we  belong 
to  the  public  we  serve. 


Merrill  Lynch  is  bullish  on  America. 


I 


Mtrrill  Lynch,  Pi*rc*,  F«nn«r  fc  Smith  I 
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George  A.  Strichman  of  Colt  Industries 


The  Pleasures  and  Problems  of  Successful  Job  Hopping 


SoMi;  MANAGERS  take  their  lead  from 
Julius  Caesar:  They'd  rather  be  first 
ill  a  little  Iberian  \illage  than  second 
in  Rome.  They  lack  the  organization 
man's  patience  and  lo\alty,  his  team 
spirit,  his  willingness  to  give  every- 
thing for  decades  to  an  organization 
that  he  may  never  head. 

Do  these  mobile  managers  often 
lack  what  Howard  Morgens  (p.  241) 
calls  character?  Are  they  so  concerned 
with  short-term  results  that  they  sel- 
dom see  much  more  than  the  specific 
problem  they  confront?  Isn't  a  short- 
tenn  approach  inevitable  in  a  strug- 
gle where  each  success  leads  to  big- 
ger opportunities,  but  one  failure  can 


break  a  man's  career  momentum  and 
leave  him  bouncing  from  one  impos- 
sible situation  to  another? 

And  yet,  some  of  the  nation's  high- 
est-paid executives  are— or  were— job 
hoppers.  For  example,  ITT  Chairman 
Harold  S.  Geneen,  who  led  the  U.S. 
executive  corps  with  over  $800,000 
compensation  last  year.  Before  reach- 
ing ITT  he  had  worked  for  six  other 
companies.  Chairman  Dave  Mahoney 
at  Norton  Simon  has  never  worked 
longer  than  se\en  years  at  a  company. 

Win'  do  such  men  job  hop,  con- 
sidering the  drawbacks?  On  the  per- 
sonal side,  frequent  moxes  from  city 
to  city  and  company  to  company  can 
be  destructive  to  family  life.  And  the 
job  hopper  always  lives  with  crisis, 
because  healthy,  well-run  corporations 
have  a  wealth  of  internal  talent  and 
tend  to  promote  from  within. 

"Because  we're  impatient,"  sa\s 
Chairman  George  A.  Strichman  of 
Colt  Industries,  who  got  there  via  26 
years  with  General  Electric,  General 
Motors,  Raytheon  and  ITT.  He  also 
did  a  brief  stint  at  his  own  consulting 
firm.  "At  General  Electric  they  told 
me  to  wait  five  years  and  I  could  be 
a  general  manager,"  he  goes  on.  "But 
I  thought,  'Hell,  I'm  ready  to  be  one 
now.'  So  oil  I  went." 

But  more  important  was  the  ulti- 
mate goal:  "I  had  decided  I  wasn't 
going  to  be  content  with  being  a  gen- 
eral manager  and  that  I  wanted  to 
run  my  own  company." 

Stricjnnan  figured  that  if  a  man 
isn't  smart  enough  to  be  born  into  a 
family  that  controls  a  major  company, 
"you  have  only  three  ways  to  get  to 
the  top.  You  can  start  your  own  com- 
pany from  scratch,  and  that's  ridicu- 
lous: The  odds  are  much  higher  that 
this  long,  hard  road  will  end  in  failure 
than  in  success.  Only  those  rare,  stub- 
born, lucky  guys  ever  make  it. 

"Second,  you  can  to  climb  the  lad- 
der at  a  large,  successful  company. 
But  the  bigger  and  more  successful 
the  company,  the  more  talent  it  gen- 
erates, and  the  greater  the  odds 
against  ever  reaching  the  top  of  the 
pyramid.  Worse,  it  would  be  years 
before  you  knew  if  you  had  a  chance. 

"Job  hopping  is  the  third  way— to 
be  willing  to  walk  into  something 
that's  in  trouble,  where  they  are  look- 
"ing  for  someone  they  think  is  capa- 
ble. You  take  the  risk,  and  if  you 
make  it,  you  are  head  of  the  company. 

"I  picked  this  spot  almost  ten  years 
ago,"  he  says  of  Colt  Industries.  "The 
problem  in   1963  was  literally  one  of 


survival.  We  were  just  four  months 
from  bankruptcy.  One  reason  I  came 
was  that  the  banks  were  willing  to 
put  up  the  money  to  keep  it  going 
if  they  felt  proper  management  actions 
would  be  taken." 

Being  this  kind  of  job  hopper  is, 
Strichman  emphasizes,  a  matter  of 
temperament.  "I've  always  liked  mov- 
ing into  trouble  spots.  It's  exciting, 
and  I  ,  always  hated  routine.  But  if 
you  take  the  job-hopping  route,  you're 
always  facing  severe  problems  at 
every  step.  The  problems  are  always 
worse  than  you  thought  they  were 
before  you  took  the  job,  and  some- 
times you  have  to  live  with  unexpected 
setbacks." 

For  this,  however,  there  are  com- 
pensations. "You  get  a  look  at  the 
way  other  people  run  their  businesses 
from  the  inside  instead  of  from  the 
outside.  I  learned  some  things  to  do 
and  some  things  not  to  do.  And  it's 
just  as  valuable  to  know  what  not 
to  do  as  to  know  what  to  do." 

For  example,  he  learned  from  GM, 
GE  and  ITT  to  avoid  a  big  corporate 
staff.  "Then  you  have  an  operating 
man  with  a  staff  man  just  as  good 
looking  over  his  shoulder,  with  both 
of  them  trying  to  prove  they're  worth 
theii'  fancy  salaries.  What  happens  is 
utter  chaos.  If  you  have  a  problem, 
the  longest  way  in  the  world  to  solve 
it  is  to  have  a  staff  man  and  a  field 
man  fighting  and  meanwhile  not  get- 
ting anything  done." 

The  route  of  the  job  hopper  is  full 
of  surprises  that  call  for  quick  re- 
sponse. For  example,  Strichman  left 
GE  to  get  his  general  manager's  job 
at  Raytheon  under  Harold  Geneen. 
But  by  the  time  he  got  there  Geneen 
had  job  hopped  to  ITT,  and  Ray- 
theon Chairman  Charles  Adams  put 
Strichman  in  a  staff  job  overseeing 
manufacturing.  "I  said  to  myself,  T 
left  GE  for  this?'  Needless  to  say,  I 
didn't  stay  at  Raytheon  long.  Hal 
Geneen  offered  me  a  job  lunning  an 
ITT  subsidiary,  and  I  jumped  at  it, 
though  it  turned  out  to  be  a  real  can 
of  worms.  Still,  while  I  was  there,  it 
went  from  $40  million  to  $120  mil- 
lion, and  we  got  into  the  black. 

"I  knew  it  was  a  mess,  but  you 
learn  more  from  messes  than  from 
well-run  operations.  Besides,  I  learned 
more  about  accounting  from  Harold 
Geneen  than  from  anyone  else  I  ever 
met.  He  can  read  a  balance  sheet  and 
translate  it  as  if  the  figines  were  in 
English,  and  know  if  vou  have  a  mar- 
keting problem  or  whatever." 
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Your  plant  or  bnsiness 
shaiild  be  in 
Oakland/Alanieila- 

Northern  California's  numiier  one  connty. 
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Welcome  To 

,Q4KLAMD/ 
■»UMEDA 
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And  we  can  prnvt  it. 

Oakland/Alameda  County  is  number  one  in 
transportation,  population  and  retail  sales  in  Northern 
California.  We  have  the  facts  to  prove  it. 

We  can  provide  you  with  other  important  facts- 
sound  reasons  why  your  plant  or  business  should  be 
in  Oakland/Alameda  County.  This  includes 
information  on  labor  supply,  utilities,  education, 
climate,  as  well  as  a  complete  description  of  currently 
available  industrial  plant  sites.  If  expansion  is  in 
your  company's  immediate  or  future  plans,  mail 
this  coupon  with  your  letterhead  today. 


Oakland/Alameda  County  New  Industries  Committee 
1320  Webster  Street,  Suite  207 
Oakland,  California  94612 


Name . 


-Title. 


Company  Name 

Address 

City 


-State. 


.Zip. 


Oakland  I  Alameda   Cou 


ALAMEDA   •  ALBANY   •   BERKELEY   •   EMERYVILLE    •    FREMONT   • 
HAYWARD    •     LIVERMORE  •  NEWARK  •  OAKLAND  •  PIEDMONT  • 
PLEASANTON  •  SAN  LEANDRO  •    UNION  CITY  •  RURAL  ALAMEDA  COUNTY 
Unincorporated  Areas:  Castro  Valley  •  Dublin  •  San  Lorenzo 


I 
I 
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D/rec/ors  Take  Note.  Outside  of  Co/f 
Indusiries'  New  York  boardroom, 
George  Strichman  has  put  a  sculp- 
ture of  a  tired,  sagging  hulk  of  hu- 
manity. Says  he:  "It  represents  a  fat, 
dumb,  happy,  self-satisfied  director— 
everything  I  don't  want  mine  to  be." 


One  of  Stiichniaii's  valuable  acqui- 
sitions at  each  move  was  a  group  of 
personal  contacts.  This  enabled  him 
to  build  up  a  new  nianagenient  team 
when  he  took  over  at  Colt:  "The  best 
way  \ou  can  get  to  know  a  man  is  to 
Itave  worked  with  him;  there  is  no 
better  way."  Personal  connections 
were  also  of  paramount  importance 
in  Colt's  acquisition  of  Crucible  Steel, 
which  doubled  Colt's  size.  The  presi- 
dent  of  C;rncii)le   had   known   Strich- 
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man  at  ITT.  and  he  preferred  to  have 
Cioicible  go  to  Colt  rather  than  to 
W'hittaker  Corp.,  which  initially 
seemed  to  ha\  e  the  edge. 

If  the  route  of  the  job-hopping  e\- 
ecuti\e  to  the  presidency  is  different 
from  that  of  the  up-through-the-ranks 
man,  so  is  the  job  when  he  gets  there. 
'The  problems  you  face  when  \ou 
come  from  outside  start  right  with  the 
board.  It's  one  thing  to  be  gi\en  the 
title  of  chief  executive  officer;  it's  an- 
other to  actually  he  the  chief  execu- 
ti\e  officer.  When  I  came  here,  the 
board  was  not  onl\  lomning  me,  they 
were  ninning  the  companx'  in  spite  of 
me.  It  took  me  a  whole  year  to  solve 
that  [by  getting  new  directors],  plus 
attracting  people  to  what  was  then 
a  bad  company,  which  is  a  24-hour-a- 
day  .selling  job. " 

.\nother  difference  is  that  the  job 
hopper  seldom  finds  first-class  prod- 
ucts in  his  new  compan\ .  "The  one 
thing  I  didn't  have  in  '63  was  prod- 
ucts," says  Strichman.  "So  for  every 
division,  we  had  to  start  finding  them 
because  they  had  been  let  go."  That 
led  him  into  one  of  his  few  serious 
blunders  at  Colt,  when  his  diesel  en- 
gine division  tried  to  produce  a  ma- 
rine engine  with  ()\er  1, ()()()  horse- 
power per  cylinder,  ts.  500  hp  per 
c\linder  in  the  one  they  were  mak- 
ing. Colt  had  to  make  a  heavy  ($18- 
million)  reserve  against  future  los.ses 
in  1969  and  take  out  a  license  for  a 
successful  marine  engine  design  from 
a  Etiroj^ean  manufacturer. 

Strichman 's  experience  did  not  save 
him  from  yet  another  error:  After 
saving  Colt  from  bankruptcy  and  lift- 
ing earnings  to  $3.64  a  share,  he  be- 
lieved they  would  reach  S6  by  1970. 
And  the\  might  have,  if  the  economy 
had  continued  its  late-Sixties  climb. 
But  Colt's  cyclical  product  mix  was 
hit  hard  by  the  recession,  and  earn- 
ings dropped  in  half.  Strichman 's  job- 
hopping  has  finally  brought  him  to 
the  place  where  he  can  act  more  like 
an  organization  man.  "Right  now  I'm 
just  getting  to  the  point  where  the  ca- 
reer man  who  becomes  president  starts. 
The  fires  are  out.  I  finally  have  more 
choice  and  can  turn  my  attention  to 
the  long  am.  It's  the  first  time  in  my 
career.  I'm  excited." 

The  new  Strichman,  of  course,  will 
be  trying  to  build  Colt  Industries  into 
a  large  and  stable  company.  He  must 
create  an  atmosphere  that  discourages 
his  own  men  from  job-hopping,  that 
attracts  career  risers  who  will  stay 
with  Colt  and  give  it  long-run  man- 
agement strength.  Can  a  man  to 
whom  job-hopping  is  second  nature 
alter  his  own  outlook  enough  to  be 
able  to  create  that  kind  of  situation? 
It  will  be  interesting  to  see  how 
George  Strichman  handles  this  task.   ■ 


Questions  for  executives 
facing  tiie  problem 
of  a  marginal  plant 

If  inefficient  plant  facilities  are  eroding  away 
your  profits,  here  are  some  important  questions 
to  consider. 

•  Can  we  make  reliable  estimates  comparing  the 
operating  and  capital  costs  of  improving  existing 
facilities  with  costs  of  a  new  plant  at  a  new  location? 

•  If  we  decide  to  improve  existing  facilities,  will 
we  have  sufficient  capacity  and  flexibility  to  cope 
with  the  possibility  of  new  products  or  procedures? 

•  Will  the  planning,  design,  and  construction  of 
improved  facilities  be  handled  without  interfering 
with  production? 

•  Can  we  be  sure  that  planning,  design,  and 
construction  will  be  onschedule  and  within-budget? 

•  Do  we  have  the  internal  resources  to  assure 
satisfactory  answers  to  these  questions? 

An  Austin  facility  analysis  can  help  you  answer 
them.  It  is  one  of  seven  Austin  engineering-economic- 
consulting  services  which  are  an  important  initial 
step  in  a  systems  approach  to  the  development  of 
optimum  solutions  to  plant  facility  problems. 

For  further  information,  please  write,  wire 

or  teletype:  The  Austin  Company, 

3650  Mayfield  Road,  Cleveland,  Ohio  44121. 

in 

THE  AUSTIN 
COMPANY 

Designers  -  Engineers  ■  Builders 
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Nebraska:  the 
fastest  growing 
agricultural  state 


earn. 


The  future  for  food  processors  is 
unlimited  with  Nebraska's  grow- 
ing raw  material  supply  and 
central  location. 

Investigate  all  that  Nebraska  has 
going.  Like  two  new  studies  that 
analyze  in-depth  the  opportuni- 
ties for  the  food  processing  and 
beef  feeding  industries.  You  can 
have  either  report  for  the  asking 
on  your  company's  letterhead. 

Nebraska  has  all  the  other  basics, 
too  —  plenty  of  power,  rich  farm- 
based  labor  resources,  favorable 
tax  structure,  superb  transporta- 
tion, plus  one  important  extra, 
abetter  way  to  live. 

If  you'd  like  either  report  on  the 
earning  potential  of  the  food 
processing  or  beef  industry,  write 
Department  OD-5  and  state 
your  choice. 

For  plant  site  information 
send  name  and  address  to: 

Department  of 
Economic  Development 

state  Capitol,  Lincoln,  Nebr.  68509 
AREA  CODE  402 -  477-8984 

^ 

NEBRRSKR 

...the  good  life 


Da\^/'d  Rockefeller  of  Chase  Manhattan 


Beyond  Wealth,  What? 


D.wiD  Rockefeller  is  tlie  very  pro- 
totype of  Tlie  Inheritor— the  guy  who 
inherits  the  American  Dream  instead 
of  having  to  work  for  it.  Such  a  man 
has  two  choices:  1)  he  can  sit  back 
and  try  to  enjoy  his  wealth;  or  2) 
he  can  play  the  same  game  others 
play,  but  purely  for  the  sake  of  power 
and  prestige  and  accomplishment, 
rather  than  for  money.  What's  it  like 
to  do  the  latter?  We  asked  David 
Rockefeller,  cliairman  of  the  Chase 
Manhattan  Corp.,  the  world's  third- 
largest  bank. 

He  told  us  it  was  hard  \\  ork. 

"Having  the  name  Rockefeller  can 
he  an  advantage,  but  it  also  means 
people  are  somewhat  more  suspicious, 
somewhat  more  cynical.  It  means  they 
assume  anything  you  achieve  is  the 
result  of  the  name  rather  than  doing 
something  yourself.  So  it  makes  it 
doubly  important  that  you  do  twice 
as  well  as  tie  other  person  to  justify 
things.  It  also  meant  being  doubly 
sure  that  what  I  did  I  did  well." 

Sometimes  the  family  head  of  a 
family-controlled  business,  like  August 
Busch  Jr.  of  Anheuser-Busch,  is  far 
more  daring  and  outspoken  than  a 
professional  hired  manager  ever  could 
l)e.  But  the  more  famous  the  name, 
the  more  prestigious  your  close  rela- 
tives, the  larger  your  family  founda- 
tion, the  more  the  pressure  is  on  for 
conformity.  In  a  way,  being  a  maver- 
ick is  harder  for  a  rich  man  than  for 
a  poor  man.  For  example.  Governor 
Nelson  Rockefeller  of  New  York  is 
Da\id  Rockefeller's  brother.  Even 
where  Nelson  and  David  lean  over 
backwards  to  avoid  appearances  of 
collusion,  who  will  believe  them? 

"We  bent  oxer  backwards  never  to 
put  my  brother  or  myself  in  a  position 
where  anybody  could  feel  I  was  using 
improper  influence  to  achieve  some- 
thing because  of  my  family  position," 
says  David.  "Of  course,  they  accuse 
you,  regardless.  Having  a  thick  skin 
is  \ery  important  these  days  to  any- 
one who  sticks  his  head  above  the 
crowd  even  a  few  inches." 

What  the  critics  forget  is  that  the 
Rockefellers  long  ago  learned  the  lim- 
its of  wealth  and  powerin  a  democracy. 
At  the  tuni  of  the  century,  when 
graiidfatl'cr  Tohn  D.  Sr.  was  still  run- 
ning Standa  d  Oil  and  father  John  D. 
Jr.  was  just  (.oming  into  his  own,  the 
family  repiitation  was  not  the  best. 
Ida  Tarbel 's  Historij  of  the  Standard 
Oil  Cotnpini.  which  expo.sed  John 
D.   Sr.'s   ruliiless   rise   to  power,   saw 
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to  that.  Since  then,  a  prime  Rocke 
feller  objective  has  been  to  use  this 
power  judiciously. 

There  are  other  drawbacks.  Sine, 
the  family  owns  about  2.5%  of  the 
Chase  stock,  but  the  bank  remains  a 
rather  tough  taskmaster.  After  all,  it  is 
far  more  exciting  to  meet  a  Rock- 
efeller, a  member  of  one  of  the  world's 
wealthiest  families,  than  just  anothei 
big  banker.  When  the  bank  can  gel 
a  Rockefeller  who  is  willing  to  worli 
and  is  committed  to  banking,  it  workj 
him  to  the  fullest.  David  has  one  oi 
the  busiest  schedules,  liberally  sprin- 
kled with  foreign  trips. 

David  Rockefeller  evidently  nev© 
considered  seriously  a  career  at  Stan 
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dard  Oil  of  New  Jerse\',  the  comer- 
stone  of  the  famiK's  wealth.  He  says 
that  his  education  and  the  people  who 
influenced  him  as  a  \oung  man  point- 
ed him  more  toward  banking  than 
the  oil  business.  Brother  Winthrop  did 
work  for  Jerse\  Standard  briefl\,  and 
for  Mobil  Oil,  too.  But  like  Xelson,  Win- 
throp opted  for  politics. 

Politics  might  also  ha\e  sidetracked 
David's  rise  at  the  Chase.  At  \arious 
times  he  has  been  discussed  as  a  can- 
didate for  mayor  of  New  York  and  for 
cabinet  positions  in  the  Federal  Gov- 
ernment. But  so  far  he  has  elected 
to  continue  at  the  Chase— he  has  been 
there  26  years  now— and  enjoys  what 
he  thinks  is  one  of  the  most  interest- 
ing jobs  in  the  world.  It  is  certainly 
one  of  the  most  influential. 

In  his  quiet  way,  David  Rockefeller 
uses  that  influence  for  things  he  be- 
lieves in.  He  has  even  more  to  say 
about  more  different  issues  than  the 
outspoken  Henry  Ford;  certainly  he 
is  a  greater  force  in  national  affairs, 
both  business  and  political,  than 
Gussie  Busch. 

In  essence.  Rockefeller  has  a  job  that 
touches  local  and  international  gov- 
ernments, and  he  can  probably  get 
man\  things  done  that  he  could  not 
it  he  held  a  political  office  instead  of 
a  big  city  bank  chairmanship.  But  he's 
sensitive  on  the  subject. 

"I  feel  uncomfortable  when  you  ask 
how  1  exert  power.  We  accomplish 
things  through  cooperative  action, 
which  is  quite  different  than  exerting 
power  in  some  mysterious  and  pre- 
sumably evil  way.  I  ha\e  no  power  in 
the  sense  that  I  can  call  an\b()d\'  in 


the  government  and  tell  them  what  to 
do.  Because  of  my  position,  I'm  more 
apt  to  get  through  on  the  telephone 
than  somebody  else,  but  what  happens 
to  what  I  suggest  depends  on  whether 
they  feel  this  makes  sense  in  terms  of 
what  the\  are  already  doing. 

"I  feel  someone  in  my  position 
should  be  able  to  express  his  views 
to  members  of  Congress  and  the  Ad- 
ministration. Certainly  e\'ery  other 
group  in  society  feels  free  to  express 
their  concerns,  and  so  they  should; 
but  so  should  we." 

Rockefeller's  kind  of  power  can 
move  mountains,  at  least  mountains 
of  earth.  New  skyscrapers  weren't  be- 
ing   built    in    lower    Manhattan,    and 


skeptics  predicted  decline  for  the 
area.  But  in  1957  Rockefeller  built 
his  60-story  Chase  Manhattan  Plaza 
there,  which  started  a  building  boom 
that  now  includes  the  two  giant  tow- 
ers of  the  World  Trade  Center. 

More  than  that,  he  has,  as  chair- 
man of  a  group  of  businessmen  called 
the  Downtown  Lower  Manhattan  As- 
sociation, helped  form  a  privately  fi- 
nanced S1.2-billion  plan  that  may 
bring  back  much  of  the  upper  mid- 
dle class  to  lower  Manhattan  by  fill- 
ing in  land  and  building  not  only  of- 
fices, but  theaters,  shops,  a  hotel  and 
a  huge  middle-income  housing  com- 
plex. It  will  be  good  for  the  city  to 
regain  some  of  the  affluent  who  fled 
to  the  suburbs,  but  it  will  mean 
building  a  huge  complex  that  will 
have  little  to  ofler  the  city's  lower- 
income  minority  groups.  But  Rocke- 
feller was  able  to  gain  some  minority 
group  support  by  noting  that  the  ta.\- 
es  collected  by  the  city  would  rise 
about  $25  million  annually. 

How  is  such  "power"  exercised? 

"If  you  are  interested  in  the  analy- 
sis of  power,"  says  Rockefeller,  "I 
would  think  this  is  somewhat  rele- 
vant: I'm  not  sure  it  is  the  power  ol 
an  individual  or  even  an  institution, 
but  more  the  power  of  coopera- 
tion and  ideas."  At  the  suggestion  of 
former  New  York  City  planner  Robert 
Moses,  Rockefeller  organized  the  Com- 
mittee on  Lower  Manhattan,  which 
would  pull  together  all  elements  of 
ownership  and  occupation.  This  asso- 
ciation only  had  a  few  employees,  be- 
cause key  members  gave  their  own 
time  and  developed  a  series  of  plans 


for  the  development  of  the  area. 

"But  these  plans  were  not  worked 
out  in  isolation,  but  in  close  coordina- 
tion with  the  city,  keeping  media  and 
labor  well  informed.  It  was  a  joint  un- 
dertaking. We  got  the  community  and 
government  working  together  in  the 
development  of  a  plan  that  was  of 
common  interest  to  all  the  parties  in- 
volved. This  isn't  so  much  power;  it  is 
organization,  coordination,  coopera- 
tion. The  reason  we  could  do  this  is 
this  group  exists.  The  city  couldn't 
have  pulled  this  thing  off  by  itself. 
Certainly  neither  could  we.  But  work- 
ing together,  we  could. 

"I  didn't  do  this  thing  myself;  this 
is  a  joint  undertaking  where  I  have 


We  stretched 

39.6  miles 
of  railroad  track 
around  the  world 


"it,^ 


It  all  started  when  our  customers 
began  asking  our  advice  on  sub- 
jects like  real  estate,  warehousing, 
and  even  insurance.  We  began  to 
look  around  us  and  discovered 
there  was  more  to  life  than  shut- 
tling cargoes  back  and  forth  on 
the  Canton  Railroad.  So  we  be- 
came .  .  .  "the  little  railroad  that 
switched".  Now,  we  still  operate 
our  switching  railroad  .  .  .  but 
we're  also  active  in  other  busihess 
services  from  coast  to  coast,  and 
even  across  the  ocean. 

WAREHOUSING 

is  one  of  our  major  specialties.  We 
own  and  operate  warehouses  in 
several  locations,  with  more  to 
come.  We  also  provide  expert  con- 
sultation services  for  those  with 
warehousing  problems. 
If  you  have  a  need  in  this  field  — 
or  in  insurance,  transportation, 
distribution,  or  real  estate  —  call 
or  write  today  for  personal  atten- 
tion. We'll  be  glad  to  fill  you  in  on 
our  "track  record". 


J.  CANTON 

Canton  House,  P.O.  Box  447 
Baltimore,  Maryland  21203 
Telephone:  (301)  837-7733 


FORBES,    MAY    15.    1972 


251 


THEY  WENT 
THAT-A-WAY. 


Companies  like  Dow.  And  Texaco. 
And  American  Express  didn't  get  as 
big  as  they  are  by  doing  the  things 
the  wrong  way.  So  when  they  decided 
to  move  their  corporate  facilities, 
they  searched  all  over  the  country 
to  find  a  place  that  would  meet 
a  lot  of  very  tough  requirements. 

They  found  it. 
In  Metropolitan  Miami. 

They  found  an  abundance 
of  new,  first-class  office  space. 
At  excellent  rates. 

They  found  a  huge,  capable 
labor  force.  And  a  favorable 
tax  situation. 

They  found  outstanding 
services.  Telephone.  Mail. 
Banking.  And  they  found 
superior  transportation 
facilities. 


Maybe  most  important,  they 

found  a  remarkable  attitude 

about  growth  in  this  city.  An 

attitude  that  encourages  planned, 

careful  expansion.  And  new,  clean 

industry.  And  that  discourages 

anything  that  might  harm 

the  great  environmental 

advantages  that  we  enjoy.  If 

you've  got  the  kind  of  operation 

that  could  thrive  under  these 

conditions,  get  in  touch  with  us. 

We'll  do  a  special  report  for 

your  company  that  will  tell  you 

all  the  good  things,  and  bad 

things,  about  moving  to  Miami. 

Just  write  or  call  William  Cohn, 

Director,  Office  of  Economic 

Development,  Dept.  F2,  1200 

Biscayne  Blvd.,  Miami,  Florida 

33132.  Tel:  (305)  377-5881. 


Or 


*Mdropolitan  Dade  County,  Florida 


Men  vifho  must 
make  their 


make  money  readi 

Forbes:  capitalist  tool 


been  to  some  extent  the  catalyst  in  the 
sense  of  bringing  others  together,  and 
I  certainly  served  as  chairman  of  the 
committee,  but  the  strength  of  it  is 
the  unity  and  sense  of  cooperation. 

"It's  an  important  answer  to  prob- 
lems of  our  cities  if  business  organiza- 
tions" and  leaders  of  all  segments  of 
the  community,  including  the  public, 
are  willing  to  work  together  and  form 
plans;  then  things  can  be  done.  They 
can't  be  done  otherwise." 

What  Rockefeller  is  saying  is:  Sure, 
people  will  answer  the  telephone  for 
him.  Sure,  they'll  serve  on  his  commit- 
tees. But  it  isn't  he  who  gets  things 
done.  It  is  the  community. 


This  is  banking?  These  community 
projects?  In  a  major  way,  yes.  Big  city 
banks  are  vitally  involved  with  the 
health  of  their  cities.  What's  good  for 
New  York  is  good  for  Chase.  In  Amer- 
ica today,  when  you  operate  power- 
fully in  your  naked  self-interest,  there 
are  hundreds  of  other  powerful  groups 
to  shoot  at  you.  In  a  democracy,  when 
the  citizens  are  aware  and  organized, 
what's  good  for  you  is  really  only 
what's  good  for  the  society,  too. 

Will  there  be  more  Rockefeller  in- 
heritors coming  along  at  Chase  Man- 
hattan? Or  will  it  be  a  case  like  Pitts- 
burgh's Mellon  National  Bank,  where 
family  management,  after  the  third 
generation,  simply  petered  out?  David 
Rockefeller  has  a  son  who  graduated 
from  Harvard  last  year.  "I'd  hate  to 
think  I'll  be  the  last,"  he  says.  "There 
are  still  a  lot  of  family  members  who 
could  follow  after  me  here." 

Call  it  the  puritan  ethic.  Call  it 
noblesse  oblige.  Call  it  what  you  will, 
inheritors  like  David  Rockefeller  are 
a  power  in  our  society,  not  because  of 
how  rich  they  are,  but  because  of  the 
way  in  which  they  use  their  wealth.   ■ 
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the  kind  who  have  the  most  interests, 
every  issue  of  The  National  Observer 
covers  a  broad  range  of  topics:  govern- 
ment, labor,  business,  consumer  affairs, 
science,  the  arts,  books,  entertainment, 
travel,  fashions,  cooking,  education,  and 
much  more. 

Today  more  than  1,800,000  readers 
across  the  country —  thoughtful,  intelligent 
people  who  want  and  need  to  make  sense 
of  what's  happening  — read  and  rely  on 
The  National  Observer. 

In  fact,  a  national  independent  poll*  has 
shown  The  Observer  to  be  one  of  the  three 
most  trusted  newspapers  in  the  United 
States.  The  others  are  The  Wall  Street 
Journal,  also  published  by  Dow  Jones  & 
Company,  and  The  New  York  Times. 

In  this  hurry-up  world,  a  lot  of  people 
accept  news  as  something  to  get  on  the  run 
—  or  in  between  their  favorite  TV  shows. 
The  Observer  is  not  for  them. 

But  does  it  sound  like  the  kind  of  news- 
paper that  was  meant  for  someone  like 
you?  If  so,  we  invite  you  to  try  The  Na- 
tional Observer  under  a  no-risk  trial  sub- 
scription offer:  20  weeks  for  $2.67.  You 
needn't  send  any  money  now.  Just  mail  the 
postpaid  card  or  coupon  — we'll  be  happy 

to  bill  you  later.  'TIME-Louis  Harris  poll 


SEND  COUPON  NOW  FOR 

NO-RISK  TRIAL  OFFER: 

20  WEEKS  FOR  ONLY  $2.67 


2BC27 


The  National  Observer 
200  Burnett  Road 
Chicopee,  Mass.  01021 

Yes,  I  want  to  take  advantage  of 
your  trial  subscription  offer. 
Please  send  me  The  National  Ob- 
server for  20  weeks  and  bill  me 
for  only  $2.67.  I  understand  that's 
a  saving  of  over  46%  from  the 
newsstand  price. 

□  Check  here  if  you  enclose 
money  order  or  check. 


Name- 
Street- 


City- 


State- 


Zip- 


Satisfaction  guaranteed:  If  not  com- 
pletely satisfied,  you  may  cancel  your 
subscription  and  receive  a  full  refund 
on    the  balance. 


Charles  Bluhdorn  of  Gulf  &  Western 


SPRAY  PLANT  ROOFS 

Most  large  industrial  corporations  use 
their  own  maintenance  men  and  the 
Randustrial  ?  Roof  Spray  System  to  eco- 
nomically maintain  plant  roofs,  thus 
eliminating  roofing  contractors  and 
their  premium-priced  labor.  The 
Randustrial  K  Roof  Spray  System  simpli- 
fies roofing  so  that  inexperienced 
maintenance  men  can  achieve  profes- 
sional results  after  minimal  instruction 
hy  Randustrial,,  Roofing  Engineers. 
Plant  roofs  are  maintained  at  the  regu- 
lar plant  wage  scale  without  overtime. 
FREE  48-page  CATALOG. 


r-^ 


iandust:rial , 
rpara1:ian 


loimiTly  Ranco  lnduslii<il  Ptoilmls  Cotpotjiion 
13306  Union  Ave. /Cleveland.  Ohio  44120 
Phone  (216)  283-0300 


''Early  Success  Can  Be  a  Mixed  Blessing 


ff 


A  FOUNDER  of  a  business  these  cla\s 
lias  to  do  a  lot  more  tlian  mereK*  to 
found  and  to  build.  He  has  to  sell  as 
well.  He  has  to  sell  im'estors  and  the 
finaneial  c<)inmunit\'.  And  that,  right 
now,  is  one  of  Charlie  Bluhdorn 's 
chief  problems.  Yes,  he  and  his  Gulf 
&  Western  Industries  sur\'i\ed  the 
cinncli  of  1970  that  wiped  out  main' 
other  conglomerators.  Yes,  G&W  is 
heading  for  record  earnings  this  year. 
Yes,  its  l^aramount  l^ietures  subsidiary 
has  just  produced  two  smash  hits 
back  to  back.  Low  Stonj  and  Tlw 
Godfather.  Yes,  G&W  stock  has  been 
a  great  perfoinier  lecentK',  crossing 
40,  after  .selling  as  low  as  9)2  in  1970. 

So  what's  the  problem?  Credibility 
is.  Many  people  still  don't  quite  be- 
lieve G&V\':  Once  a  conglomerate,  al- 
ways a  conglomerate,  the  skeptics  sayj 
the  movie  hits  were  sheer  luck;  it 
was  chance  that  sa\  ed  G&\\'  in  1970. 
I^luhdoni,  lich  and  successful  at  45, 
still  has  the  problem  of  convincing 
people  that  G&\\'  has  sta\  ing  power 
as  well  as  flash. 

Well,  luck  certainh'  pla\ed  a  major 
pait.  G&W  mi^lit  lia\e  gone  under  in 
1970  if  antagonistic  managements 
hadn't  blocked  sexeial  major  mo\ es, 
like  Allis-Chalmers  and  Armour. 
G&W,  instead  of  being  stuck  with 
balky  accpiisilions  and  antitrust  piob- 
lems,  ended  up  selling  its  shares  for 
lash— and  at  a  profit.  Tliis  not  only 
enabled  G&W  to  stay  comfortably  in 
the  black  during  tlie  black  >ears,  it 
ga\'e  the  compain-  the  li((iiidit>  to 
comince  the  bankers  that  it  could 
handle  its  nearlv'  H\  billion  in  debt. 

Tlien  there  were  the  moxies.  Para- 
mount. A  lot  of  people  laughed  when 
liluhdorn  liought  this  rundown  com- 
pan\-,  but  they  didn't  laugh  when 
the\  saw  the  lines  forming  at  the  box 
office  lor  Lore  Slonj.  'I'hen  Paramount 
topped  Lore  Sloiy  with  TJir  God- 
jathcr.  Tliese  profits  will  probably 
carr\  C;&W  to  record  earnings  of 
about  8.3.20  lor  the  fiscal  \car  ending 
this  Jiih— despite  contimi(><l  hartl  times 
in  G&W's  mantifaclnring  divisions. 

Luck?  Luck?  You  can  call  it  that, 
bul  it  has  happened  so  often  to  G&W 
that  \()u  have  to  concede  that  Bluh- 
dorn made  a  lot  of  the  luck  himself. 

Let's  hear  what  Bluhdorn  has  to 
sa\  about  his  present  prosperit\ : 

"The  most  important  thing  is  pick- 
ing the  ri.glu  people  for  the  right  jobs. 
Not  just  the  right  people.  The  right 
people  for  the  right  jobs.  The  distinc- 
lion  is  \-er\  important." 

The  other  big  thiim,  he  went  on,  is 


learning  from  \()ur  mistakes;  no  hu- 
man being  can  axoid  making  them. 
The  trick  is  to  a\()id  repeating  them. 

"Paiamonnt  is  a  good  example.  We 
studied  the  motion  pictiue  audience 
and  realized  it  was  constantly  on  the 
decline.  So  what  were  we  to  do  to 
make  it  work? 

"We  decided  we  would  tr\'  to  make 
some  things  that  1  like  to  call  liappcn- 
//ig.v.  MostK  people  prefer  to  sta\  in 
their  homes  and  watch  tele\ision,  and 
when  the)'  do  go  out,  the\  go  to  see  a 
particular  happening  or  e\ent.  So  we 
created  an  atmosphere  around  Love 
Stoiij  and  The  Godjathci,  and  the  re- 
sult was  an  audience  far  bexond  the 
normal  motion  picture  audience.  When 
\()u  look  at  the  figmes  that  ha\e  been 
generated  in  the  last  few  weeks  with 
The  Godfather,  there's  not  a  single 
person  in  HolK wood  who  would  ha\e 
believed  that  possible  in  1972. 

"We     created     a     happening     that 
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e\en   nonmoviegoers   wanted   to   see. 

"This  thing  is  due  to  the  fact  that 
we  have  the  leadership  of  a  35-year- 
old  president,  Frank  Yablans,  the 
greatest  salesman  the  industry's  seen 
in  25  years,  and  a  man  in  Hollywood, 
Robert  E\  ans,  who  is  a  creati\  e  genius. 
Evans  worked  20  hours  a  day  on  The 
Godfather.  This  kind  of  dedication  is 
what  realK  makes  a  company  go. 

"But  first,  of  course,  we  reduced 
our  expenses,  our  o\erhead,  and 
brought  our  cost  for  producing  pic- 
tures down  to  a  level  where  we  didn't 
need  all  that  much  performance  to 
get  into  the  profit  column.  Following 
Love  Story  with  The  Godfather  is  the 
first  time  in  the  history  of  motion 
pictures  that  anything  has  even  ap- 


proached   this    kind    of    a    situation. 

"In  our  other  divisions,  in  food 
products  for  example,  sugar,  we  have 
done  identically  the  same  thing.  We 
brought  in  a  tremendously  brilliant 
young  fellow  in  his  late  30s,  Alvaro 
Carta.  Sure,  sugar  prices  are  up,  but 
that's  only  part  of  it:  Carta  at  Food 
Products  runs  his  own  show  the  way 
Yablans  and  Evans  do  at  Paramount. 

"In  our  cigar  company,  Consolidat- 
ed Cigar,  we  have  reached  the  high- 
est participation  the  company  ever 
enjoyed  in  the  U.S.,  and,  again,  it's 
due  to  bringing  in  some  really  top 
merchandising  executives. 

"Associate  Corp.  of  North  America, 
our  finance  company,  got  out  of  un- 
profitable businesses  and  into  profit- 


able businesses,  and,  sure,  the  lower 
interest  rates  help  us,  but  without 
them  we  would  still  have  been  close 
to  the  peak  earnings." 

Getting  back  to  luck,  Bluhdorn 
doesn't  deny  it  has  been  a  factor: 
sugar  prices;  the  runaway  success  of 
the  two  movies;  lower  interest  rates 
benefiting  the  big  finance  subsidiary; 
and  the  big  profits  from  the  sale  of 
stock  in  takeover  targets  like  Armour, 
Pan  American,  Allis-Chalmers,  Sin- 
clair Oil.  But  he  insists  that  G&W's 
broad  approach  to  its  industries  and 
its  choice  of  managers  has  enabled  it 
to  make  the  most  of  its  fortunes,  both 
good  and  bad. 

Austrian -bom,  Bluhdorn  got  his 
start  in  the  U.S.  as  a  commodity  trad- 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


April  27,  1972 


878,000  Shares 

Tuftco  Corp, 

Common  Stock 

(Par  Value  |1 .00  Per  Share) 


Price  $15.50  per  Share 


Copies  of  the  Prospectus  may  be  obtained  from  such  of  the 
undersigned  as  may  lawfully  offer  these  securities  in  this  State. 


Reynolds  Securities  Inc. 

Blyth  &  Co.,  Inc.  The  First  Boston  Corporation 

Eastman  Dillon,  Union  Securities  &  Co.  Goldman,  Sachs  &  Co. 

Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes      Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Dean  Witter  &  Co.  Bache  &  Co. 

Incorporated  Incorporated 

Shearson,  Hammill  &  Co. 


Smith,  Barney  &  Co. 

Incorporated 

E.  F.  Hutton  &  Company  Inc 


Incorporated 
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3  million 
square  feet 

of 
office  space 

is  under 
construction 

in  Dallas. 

Is  Dallas 
expecting 
company? 


Yes,  Dallas  is  expecting  company. 
Maybe  yours.  As  the  eighth  largest 
city  in  the  United  States,  Dallas  has  a 
lot  to  offer: 

•  A  business  climate  which  has  moved 
Dallas  up  to  4th  place  among  U.S. 
cities  in  the  number  of  corporate 
headquarters  for  million  dollar  com- 
panies 

•  108  banks  with  lending  capabilities 
which  make  Dallas  the  most  important 
financial  center  in  the  Southwest. 

•  Transportation  service  in  abundance 
from  59  common  carriers. 

There's  hardly  anything  Dallas 
doesn't  have  .  .  unless  it's  you.  And  if 
that  can  be  arranged,  Dallas  Power  & 
Light  Company  wants  to  help. 


DALLAS  POWER  &  LIGHT  COMPANY 
Member  o!  Texas  Utilities  Company  System 


CALL  OR  SEND  COUPON  TO;  Don 
Raburn,  Manager,  Industrial  Develop- 
ment, Dallas  Power  &  Light  Company. 
1506  Commerce.  Dallas,  Texas  75201, 
Phone:  (214)  747-4011 

Please  send  bfs 

n  Dallas  Fact  Book 

□  Office  Location  Study 

n  I  have  questions;  contact  me 


Name_ 
Title— 


Company_ 

Address 

Phone 

City 

State 
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.Zip_ 


er.  He  is  convinced  trading  taught 
him  that  luck  alone  is  not  enough. 
"There's  no  business  left  in  the  world 
that  tests  the  mind  and  creates  the 
challenge  that  commodity  trading 
does.  You  have  to  be  very  alert  and 
have  a  strong  sixth  sense  about  what's 
going  on.  And  trading  helps  check 
your  ego,  because  you  can  be  success- 
ful ten  consecutive  times,  but  when 
they  give  it  to  you  on  the  11th  time, 
they  give  it  to  you  so  good,  you  don't 
forget.  In  that  respect,  early  success 
can  be  a  mi.xed  blessing." 

This  may  be  why  Bluhdorn  didn't 
panic  in  the  dark  days  of  1970  when 
G&Ws    crushing    debt    burden     and 


the  Penn  Central  ]in'(0(lent  almost 
brought  the  company  down.  He  had 
allowed  enough  margin  for  error  that 
the  "11th  time"  didn't  do  him  in.  Still, 
he  hasn't  forgotten  1970. 

"You've  seen  us  go  up  and  you've 
seen  ois  go  down,  and  now  we  are  on 
the  way  back  up.  But  we  haven't  for- 
gotten, nor  will  I  ever  forget  that  lit- 
tle downturn  that  we  took  a  few  years 
back  that  wasn't  so  little." 

In  part,  Charlie  Bluhdorn  talks  this 
way  because  he's  trying  to  bridge  that 
credibility  gap.  But  in  at  least  equal 
part  he  believes  what  he  says.  His 
biggest  trouble  is  getting  other  people 
to  believe  it,  too.   ■ 


(Continued  from  page  51) 
tributed  its   polyethylene   plant   tech- 
nology and  other  knowhow.  The  Jap- 
anese, notably  Toyo  Engineering,  have 
built  plants  for  the  Russians. 

The  Toyo  deals  are  interesting  be- 
cause in  each  case  the  knowhow  of 
plant  design  and  construction  came 
not  from .  Japan  but  from  Pullman 
Corp.'s  M.W.  Kellogg  subsidiary. 
What  are  the  Japanese  doing  selling 
American  technology  to  the  Soviet  Un- 
ion? Because  it  is  the  only  way  Kel- 
logg can  at  present  get  the  business. 
The  Russians  want  financing  and  U.S. 
firms  cannot  give  it,  so  they  work 
through  the  Japanese.  "In  any  deal 
like  that  over  $100  million,"  says  an 
official  of  Lummus  Co.,  the  engineer- 
ing-construction subsidiar\'  of  Com- 
bustion Engineering,  "the  American 
share  is  about  $5  million." 

The  Japanese  sell  their  equipment 
into  the  plant,  provide  tlie  long-term 
financing  for  the  Russians  to  pay  for 
the  plant.  The  Italians,  Engli.sh  and 
West  Germans  are  also  adept  at  doing 
this.  Virtually  all  Soviet  officials  say 
they  are  interested  now  in  doing  busi- 
ness with  the  Americans.  In  fact, 
they  have  begun  the  psychological 
game  of  negotiating  already,  object- 
ing to  high  U.S.  interest.  In  Mos- 
cow before  May  Day,  it  was  all  the 
hope  that  the  visit  of  President  Nixon 
would  open  the  way  on  this  score. 

But  the  desire  to  buy  and  the  de- 
sire to  sell  alotie  are  not  enough.  Real- 
ly appreciable  U.S. -Soviet  business  is 
a  prospect  for  the  next  fi\e-\ear  pe- 
riod (1976-80),  not  the  current  one. 
"Time  means  notliing  lo  these  people," 
sa\s  an  Italian  businessman  encoun- 
tered in  Moscow.  "They  negotiate  very 
long  and  very  hard.  You  get  tired.  But 
once  they  sign,  they  pay  exacth  on 
the  date.  Tiiey  are  very  good"— a  stan- 
dard refrain  among  businessmen  who 
have  had  contact  with  the  Russians. 

Assuming  deals  can  be  made,  how 
can  the  Russians  pa\?  The  So\  iet 
I'liion   has  a  \er\    limited   amount   of 


foreign  exchange.  They  do  have  $2 
billion  in  credit  lines  from  nonsocialist 
trading  partners  in  Europe,  however, 
and  Georgy  Vasiliev  of  the  Bank  for 
Foreign  Trade  of  the  Soviet  Union 
cjuickly  points  out  that  not  all  of  it  is 
taken  down.  The  Russians  also  have 
discussed  the  possibility  of  another 
•$1.5-billion  credit  line  from  Japan. 

Obviously,  the  Soviet  Union  can  go 
only  so  far  on  credit— and  loans  must 
be  paid  back.  Thus,  the  Soviets  like 
to  pay  partly  in  product  if  they  can. 
It  need  not  be  the  product  of  the 
plant  they  are  buying,  either.  The 
Americans  are  not  interested  in  such 
deals,  most  say.  But  then  neither  are 
the  British  or  Germans,  really.  This 
could  be  a  serious  stumbling  block. 

The  So\'iets  know  they  have  un- 
tapped natural  resources  to  sell  the 
world,  but  they  resent  the  underde- 
^'eloped  country  image  this  implies. 
They  prefer  to  boast  about  their  tecli- 
nology.  We  asked  Andrei  Ershov,  a 
brilliant  young  computer  expert,  about 
his  dealings  with  IBM  in  constructing 
a  vast  computer  network  for  the 
U.S.S.R.  "There  were  people  in  this 
C()mpan\-  [Il^M]  two  years  ago  who 
did  not  favor  such  agreement  because 
the\-  said  the  Soviet  Union  is  so  far 
behind.  But  now  in  programming  I 
think  we'll  have  something  to  con- 
tribute." Says  Mikhail  Zakhmatov  of 
the  Institute  for  the  Study  of  the 
U.S.A.:  "We  are  not  going  to  be  a 
second-rate  country  in  technology." 

Throughout  a  two-week  \isit  to  the 
Soviet  Union— to  Leningrad,  Moscow 
and  Sii)eria— we  kept  recalling  the  re- 
mark of  an  American  businessman: 
"I  find  the  men  I've  dealt  with  oxer 
there  want  the  same  things  we  want. 
They  want  to  gi\e  their  people  a  bet- 
ter life."  But  then  >'ou  see  the  banners 
and  the  billboards  and  the  ubiquitous 
cult  of  Lenin,  and  you  decide  that  . 
iiere,  too,  in  spite  of  what  they  say, 
there  are  contradictions  between  old  ' 
dogma  and  new  aspirations— even  as 
there  are  in  the  U.S.  ■ 
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This  atDioiincement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Shares. 

The  offer  is  made  only  by  the  Prospectus. 


\ot  a  Xew  Issue 


2,500,000  Shares 


S.  S.  Kresge  Company 


Common  Stock 


($1.66^/3  par  value) 


Price  $106V4  a  Share 


C'l'iiii s  iif  Ihi  Priisiiirtiis  may  hr  ohtaini'd  in  any  State  from  only  such  of  the 

nnilvixiiiniil  as  may  lef/ally  offer  these  Shares  in  coniplianr.e 

ii'ith  the  serin  it ies  la  ics  of  such  State. 


THE  FIRST  ROSTOS  CORPORATION 


MORGAN  STANLEY  &  CO. 

Incorporated 

KUHN,  LOEB  &  CO. 


MERRILL  LYNCH,  PIERCE,  FENNER  &  SMITH 

Incorporattd 


LEHMAN  BROTHERS 

Incorporated 

WHITE,  WELD  &  CO. 

Incorporated 


DREXEL  FIRESTONE 

Incorforoled 


duPONT  GLORE  FORGAN 

Incorporated 


liLYTH&CO.,INC. 

lucorporalrj 

GOLDMAN,  SACHS  &  CO. 

HORN  BLOWER  &  WEEKS-HEMPHILL,  NOYES 

LAZARD  FRERES  &  CO.  LOEB,  RHOADES  &  CO. 

SALOMON  BROTHERS 
STONE  &  WEBSTER  SECURITIES  CORPORATION 
WERTHEIM  &  CO.,  INC.  DEAN  WITTER  &  CO.  BACHE  &  CO. 

Incorporated  Incorporated 

RASLESECURITIESCORPORATION      E.FHUTTON  &COMPANY  INC.      REYNOLDSSECURITIESINC. 
SHE  ARSON,  HAMMILL  &  CO.  SWISS  AMERICAN  CORPORATION  UBS-DB  CORPORATION 

Inrorporntcd 

A/iril  .,'f!,  1U72. 


EASTMAN  DILLON,  UNION  SECURITIES  &  CO 

Incorporated 

HALSEY,  STUART  &  CO.  INC. 


KIDDER,  PEA  BODY  &  CO. 

Incorporated 

PAINE,  WEBBER,  JACKSON  &  CURTIS 

Incorporated 

SMITH,  BARNEY  &  CO. 

Incorporiited 


How  do  you  get 
a  $1,500  to  $25,000 
Executive/ 
Professional  Loan . . . 
without  collateral, 
without  interview, 
and  strictly  by  mail? 

Very  confidentially. 


When  you're  an  executive  or  profes- 
sional man  or  woman,  borrowing  big 
money  demands  absolute  privacy. 
Which  is  why  Associates  Financial 
Services  Corporation  now  offers  ex- 
ecutive and  professional  loans  up  to 
$25,000  strictly  by  mail ..  .without 
embarrassing  interviews,  and 
at  rates  about  the  same  as 
most  revolving  charge  ac- 
counts. Your  confidence 
completely  respected. 
For  immediate  details 
(no  one  will  call), 
write  . . . 

Associates  Financial  Services  Corpo- 
ration, Suite  113,  1030  E.  Jefferson 
Blvd.,  South  Bend,  Indiana  46617,  or 
call  collect  Mr.  Charles  Papas  at  219/ 
232-2097. 


The  Funds 


how  does 

FundScope 

rate  your 

fund? 


FundScope,  the  monthly  mutual  fund  mag- 
azine, uncovers  data  that  will  startle  many 
fund  shareholders. 

For  example,  of  464  mutual  funds  rated 
by  FundScope,  only  8  are  rated  above 
average  for  Growth-lncome-Stabllity! 
FundScope  names  these  funds. 
SPECIAL  OFFER:  Send  just  $17  for  a 
3-month  trial  subscription  to  FundScope 
beginning  with  the  May  issue.  PLUS — 4  big 
bonuses  Including  the  532-page  1972 
Mutual  Fund  Guide,  the  new  Bible  of  the 
fund  industry  with  all  the  vital  information 
you  need  on  over  460  funds.  (THIS  GUIDE 
ALONE  SELLS  FOR  $15.) 

ACT  NOW:  Mail  your  $17  today,  or  f(  you  prefer  the 
above  otier  with  a  money-saving  14-month  subscrip- 
tion, send  $50.00  (10  day  returnable  guarantee). 
Include  ZIP.  No  salesman  will  call. 

FundScope,  Dept.  F-32,  Suite  700 
1900  Ave.  of  the  Stars,  Los  Angeles,  Calif.  90067 


Mr.  Johnson's  Puritan 

"Tms  is  Mister  Johnson's  appeal: 
he  talks  as  though  he  were  on  a 
quest  for  truth.  .  .  ." 

—From  The  Money  Game  by 
Adam  Smith 

It's  true  that  no  one  ever  calls 
Mr.  Edward  Johnson  Ed.  He  has 
one  of  the  best  poker  faces  in  per- 
haps all  of  the  mutual  fund  indus- 
tiy.  He  sits  there,  age  74,  looking— 
with  his  close-cropped  hair,  horn- 
rimmed glasses  and  bow  tie— like  a 
college  professor  of  55,  and  speaks 
in  his  precise  Boston  Brahmin  ac- 
cent of  history's  trends.  When  mun- 
dane business  questions  arise,  he 
may  naively  ask  an  associate,  "Is 
our  load  still  8.5%?"  or  "Are  there 
still  such  things  as  balanced  funds?" 

But  don't  be  deceived.  Mr.  John- 
son is  as  savvy  as  they  come.  He 
started  with  one  $3.5-million  mu- 
tual fund  in  1943,  and  his  Fidelity 
Group  now  publicly  offers  eleven 
with  assets  of  some  $4  billion. 
What's  his  secret?  It's  a  kind  of 
mystical  pragmatism.  "Gimmicks 
don't  work  in  managing  funds," 
Mr.  Johnson  told  Forbes.  "This 
isn't  a  science.  It's  an  art.  There 
has  to  be  an  instinctive  feel  in  find- 
ing companies  that  will  perform 
best."  And  what  should  a  good 
portfolio  manager  be  trying  to  get 
the  feel  of?  "Value,"  says  Mr.  John- 
son, which  he  refuses  to  define,  but 
which  has  the  ring  of  truth  to  it. 

And  when  Mr.  Johnson  says  "Val- 
ue," his  tone  is  ciusted  over  with 
dignity.  It's  a  quality  Fidelity  has 
been  fighting  hard  to  maintain  re- 
cently. Mr.  Johnson's  own  dignity 
was  i-uflSed  a  bit  last  year  when,  in 
a  suit  brought  by  lawyer  Abe 
Pomerantz,  an  appeals  court  found 
him  guilty  of  "gross  misconduct" 
in  not  disclosing  how  Fidelity 
might  have  recaptured  some  bro- 
kerage fees.  Then  there  was  a  for- 
mer vice  president  of  Mr.  Johnson's 
Puritan  Fund  (assets:  $877  mil- 
lion) who  was  convicted  of  buying 
some  notes  in  Realty  Equities  Coip. 
cheaper  than  Puritan  later  pur- 
chased them.  Then  there  was  one- 
time Fidelity  hotshot  Gerry  Tsai 
who  proved  a  flash  in  the  pan. 

What's  it  like  to  work  for  this 
legendai7  figure?  Forbes  asked 
Frank  T.  Parrish,  40,  manager 
of  Mr.  Johnson's  Puritan  Fund. 
Founded  in  1946  as  a  balanced 
fund,   Puritan   is   now   the   largest 


Johnson  of  Puritan  Fund 


of  the  61  income  funds  followed 
by  the  Arthur  Lipper  organization. 
Nearly  half  of  its  75,000  share- 
holders are  women.  "It's  truly  the 
old  widow-and-orphan's  game," 
Parrish  laughs.  Says  he  of  his  boss: 
"He  is  fantastic  because  he  is  so 
objective.  You  may  disagree  with 
his  answers,  but  they  almost  never 
come  from  lack  of  objectivity." 

Mr.  Johnson  asks  that  Puritan 
yield  1%  more  in  income  for  its  wid- 
ows and  orphans  than  do  the  Dow 
Jones  industrials,  and  at  the  same 
time  protect  their  principal  from 
the  ravages  of  inflation.  Just  recent- 
ly he  has  added  an  e.xtra  hooker. 
The  managements  of  Puritan-held 
companies  also  are  to  be  weighed 
for  "corporate  responsibility." 

How  is  Parrish  doing?  Not  bad. 
But  not  too  well  when  Puritan's 
performance  is  compared  with  oth- 
er smaller  income  funds.  Puritan 
has  been  running  recently  about 
23rd  on  the  Lipper  income  list. 
Forbes  rates  it  D  in  up  markets 
and  B  in  down  markets.  Still,  its 
yield,  now  4.2%,  has  been  running 
a  percentage  point  ahead  of  the 
Dow's.  And,  e.\cept  for  1970,  ap- 
preciation in  the  fund  has  been 
about  keeping  pace  with  inflation. 

Parrish  has  a  problem,  however. 
Old-line  conservatism,  he  has 
learned,  is  not  necessarily  the  safest 
way.  So  he  wants  to  move  the  big 
fund  forward  a  little  faster.  "If 
we've  made  any  mistake  in  the  past 
five  years,"  he  says,  "it's  in  not  pick- 
ing up  a  bigger  percentage  of  con- 
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Hey,  Fuller  &  Smith  &  Rossi 

Some  of  the  most  important  executives  you  know  run  these  companies: 

AMF  Inc.  Ingersoll-Rand  Co. 

Allied  Mills  (The  Torrington  Co.) 

Aluminum  Co.  of  America  Keystone  Consolidated  Industries 

American  Airlines,  Inc.  Leasco  Systems,  Inc. 

American  Optical  Corp.  Mobil  Oil  Corp. 

Austin  Co.  National  Gypsum  Co. 

A.  M.  Castle  &  Co.  Pullman  Inc. 

Colt  Industries  (The  M.  W.  Kellogg  Co.) 

Commercial  Solvents  Corp.  H.  H.  Robertson  Co. 

Diamond  Shamrock  Corp.  Saxon  Business  Products,  Inc. 

Eaton  Corp.  Stewart-Warner  Corp. 

Fruehauf  Corp.  (Thor  Power  Tool  Co.) 

W.  R.  Grace  &  Co.  TRW  Inc. 

Grumman  Corp.  West  Penn  Power  Co, 

Hercules  Inc.  White  Motor  Corp. 

And  what  do  they  read  most?  Here's  what  they  told  Erdos  and  Morgan:* 

f  QUESTION  1:  Please  check  below  those  magazines  you  read  regularly  (at  least  3  out  of  4 
issues). 


Magazine 

No. 

% 

FORBES 

253 

77.8 

Business  Week 

185 

56.9 

Time 

160 

49.2 

Fortune 

153 

47.1 

Newsweek 

97 

29.8 

U.S.  News  &  World  Report 

73 

22.5 

None  specified 

10 

3.1 

If  you  have  checked  more  than 

two  of  the  above 

magazines,  which  two 

read  most  thoroughly? 

FORBES 

156 

48.0 

Business  Week 

120 

36.9 

Time 

103 

31.7 

Fortune 

68 

20.9 

Newsweek 

55 

16.9 

U.S.  News  &  World  Report 

36 

11.1 

Not  stated 

28 

8.6 

i^iow  it's  likely  that  all  the  officers  of  these  important  Fljller  &  Smith  &  Ross  clients  receive 
hll  six  of  these  magazines  regularly.  But  it's  what  they  read  that  matters— not  what  they  get. 

)0  if,  on  behalf  of  your  clients,  you  want  to  know  the  most  economical  and  best  way  to  reach 
jop  executives,  don't  you  think  a  survey  of  the  reading  habits  of  the  top  men  among  your  top 
Mients  constitutes  a  convincing  assortment? 

orbes  readers  don't  just  own  American  business. 

hey  run  it.  Forbes:  capitalist  tool 

Six  out  of  ten  corporate  officers  in  these  companies  responded  to  a  two-question  survey  conducted  during  December  1971 
nd  January  1972  by  the  independent  research  firm  of  Erdos  and  Morgan,  Inc.  The  study  included  all  Fuller  &  Smith  &  Ross 
ients  (or  their  parents)  reporting  annual  revenues  of  $100,000,000  or  more  (excluding  banks  and  insurance  companies), 
f  a  net  mailing  to  539  corporate  officers  (including  all  chairmen,  presidents,  vice-presidents,  secretaries,  treasurers  and 
smptrollers),  325  or  60.3%  responded. 


1fy  our  lunch 
before  you  buy  it. 


The  best  way  for  you  to  under- 
stand what  our  more  than  50 
years  of  experience  in  busi- 
ness food  service  could  mean 
to  you  is  to  experience  it  for 
yourself.  So  we'll  take  you  to 
lunch  at  one  of  our  more  than 
100  food  service  operations. 
The  food  service  you  now  offer 
your  employees  and  execu- 
tives should  be  run  every  bit 
as  smoothly,  deliciously  and 
efficiently  as  any  Schrafft's 
system. 

Schrafft's  will  operate  within 
the  financial  framework  most 
advantageous  to  you  so  that 
your  employee  cafeteria  and 
executive  dining  room  can  fre- 
quently save  money.  By  oper- 
ating specifically  to  your 
requirements  your  employee 


benefits  are  best  realized. 
Schrafft's  experience  in  plan- 
ning   and    implementing 
menus,  selecting  and  purchas- 
ing foods,  training  and  co-ordi- 
nating service  and  supervis- 
ing all  with  an  accountant's 
eye  for  value  will  give  you  and 
your  employees  confidence 
and  satisfaction  in  your  food 
service  program. 
Schrafft's  can  do  all  this  for 
you  now  because  we've  done 
it  so  often  in  the  past.  So  if 
you  have  any  responsibility 
for  your  company's  food  ser- 
vice system,  call  Dick  Harris 
and  let  him  take  you  to  lunch. 
Call  or  write  Dick  Harris, 
Schrafft's  Business  Food  Ser- 
vice, 556    5th    Avenue,    N.Y., 
N.Y.  10036  (212)  489-6500. 


Schrafft's  Business  Food  Service. 


Facts  for  your  portfolio  on 


FERRO 


Record  1971  Sales/Earnings 
Achieved  by  Ferro 

•  Ferro  set  record  earnings  of  $2.18  per  share  in  1971 . . .a  54% 
increase  over  1970. 

•  Ferro  sales  were  $167.5  million  —  11th  consecutive  year  of  sales 
growth. 

•  Ferro's  ten-year  average  annual  rate  of  growth  has  been  10% 
in  sales  and  11%  in  earnings. 

•  Half  of  Ferro's  sales  come  from  its  manufacturing  operations 
outside  the  U.S. 

•  Ferro  manufactures  specialty  materials  primarily  for  the  housing, 
appliance  and  household  furnishings  markets  around  the  world. 

Write  for  our  1971  Annual 

Report:  Dept.  F-515,  ^"^C*^    ETEZ*  E3  C3  ^^ 


®' 


One  Erieview  Plaza 

Cleveland, Ohio  44111.  Vl^         CORPORATION 


The  Funds 


vertible  debentures  and  preferred 
stocks.  Their  yields  are  particular!}' 
good.  And  there's  downside  protec- 
tion, as  was  needed  in  that  bad 
1969-70  market."  Parrish  empha- 
sized convertibles  in  Puritan'.s  port- 
folio; they  now  account  for  close  to 
15%.  And  in  the  fiscal  quarter  that 
ended  Jan.  31  he  purchased  some 
$26  million  in  convertibles,  against 
$23  million  in  common  stocks. 

While  Puritan's  common  stock 
portfolio  (60.9%  of  the  total)  is 
thick  with  cyclical,  high-yielding 
chemicals,  oils  and  autos,  the  con- 
vertible side  .seems  almost  risque. 
It  is  jammed  with  conglomerates 
like  Gulf  &  Western,  ITT,  Leasco 
and  Avco;  airlines  like  Pan  Ameri- 
can and  TWA;  even  tiny  unknowns 
like  Great  Lakes  Recreation. 

"We  had  our  leading  stock  posi- 
tion taken  over  by  merger  se\"en 
times  in  the  conglomerate  era," 
Parrish  says.  "Convertibles  came 
as  part  of  the  deal.  We've  added 
others."  While  many  other  funds 
panicked  and  flushed  out  their  con- 
glomerates in  the  1969-70  fall, 
Puritan  stuck  with  them  because  it 
still  thought  they  held  value. 

Well,  the  decision  may  turn  out 
to  be  the  right  one.  .Signs  of  \alue 
are  returning  to  some  of  the  con- 
glomerates. And  the  airlines  ap- 
pear to  be  turning  around.  .\nd 
Parrish,  straining  within  Mr.  John- 
son's fund  design,  is  feeling  the 
heat.  "If  tlie  truth  he  known,"  says 
Parrish,  "I  would  have  liked  to 
have  bought  up  all  the  convertibles 
of  the  airlines  that  1  could  lia\  e  laid 
my  hands  on." 

Sometunes  he  does  break  the 
rules,  such  as  the  one  that  new 
common  stock  holdings  should  noi 
yield  less  than  the  average  for  the 
portfolio.  One  stock,  the  Chesa 
peake  &  Ohio  Railway,  recently 
omitted  its  quarterly  dividend,  but 
Parrish  kept  it.  "We  held  it  and 
even  added  .some  becau.se  we  felt 
they  were  going  to  put  the  div 
dend  back  on,"  says  Parri,sh. 
Puritan  has  also  kept  $17  tnillion 
of  Loews  Coip.  bonds  in  its  bond 
portfolio  as  its  third-largest  holding 
(next  to  AT&T  and  du  Pont  stocks) 
because  it  has  felt  a  BB  bond  rating 
doesn't  do  the  company  justice. 

"We  take  a  pretty  long-term  look 
at  our  investments,"  says  Mr.  John 
.son.  "And  that's  why  from  now  or 
this  corporate  responsibility  ele- 
ment is  going  to  be  weighed.  . . 
We're   not    doing   things    the   waj 
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we  did  20  vears  ago.  We  go  on." 
As  a  portfolio  tool,  this  approach 
is  still  in  the  experimental  stage. 
Puritan  has  begun  fonvarding  to 
companies  complaint  letters  on  is- 
sues like  pollution,  product  de- 
pendabilit>-  and  racial  bias.  But  it 
hasn't  ruled  out  such  holdings  as 
cigarette  and  liquor  stocks.  Last 
year,  Parrish  made  a  nice  play, 
converting  his  entire  preferred 
holdings  in  R.J.  Reynolds  convert- 
ible debentures  into  S15  million  of 
common  stock  when  the  common 
yield  shot  up.  And  any  criticism  of 
Union  Carbide's  response  to  charges 
of  pollution  is  tempered  b>  the  hope 
Carbide  is  in  an  up  cycle. 

"The  attitude  of  the  manage- 
ment is  something  we  can  judge 
much  better  than  whether  they've 
picked  the  right  spots  to  clean  up," 
sa\s  Mr.  Johnson.  "The  final  end 
for  Puritan  is  not  to  confer  benefits 
on  communities,  but  to  try  to  get 
the  best  for  our  stockholders." 

Mr.  Johnson  obviously  thinks  he 
can  do  that  best  at  Fidelity  by  de- 
veloping theories  and  precepts  and 
then  letting  the  professional  port- 
folio managers  like  Parrish  manage. 
But  his  inner  voice  tells  him  that  a 
little  speculation— if  practiced  care- 
fulK— may  be  the  best  defense. 
It's  also  telling  him  that  "socially 
responsible"  investing  may,  in  the 
longer  loin,  make  dollars-and-sense. 


Trust  in  Bonds, 
Not  Stocks 


Maw  of  the  investors  who  put  so 
much  of  their  money  into  bond 
funds  during  1970-71  probably 
thought,  consciously  or  not,  that  it 
did  not  make  much  difference 
uhich  one  they  picked.  Bonds,  af- 
ter all,  are  bonds.  It  does  not  take 
a  lot  of  investment  e.xpeitise  or  mid- 
i  night  oil  to  pick  a  respectable  port- 
'  folio  of  A's,  Aa's  and  Aaa's. 

Well,  by  now  they  have  learned 
that  the  results  of  bond  funds  do 
I  differ.   One  of  the   better  records 
■  over  the  past  few  years  has  been  by 
Northeast   Investors  Trust.   North- 
i  east's  yield  was  6.4%  in  1969,  7.2% 
in  1970  and  7.2%  in  1971.  Accord- 
ling  to  Arthur   Lipper   Corp.,   that 
Iwas  the  highest   yield   among   all 
'the  •$25-million-plus  assets  income 
I  funds,  save  Keystone  B-4  and  Co- 
lonial Income  Fund.  While  the  dif- 
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Mike  Motsinger,  Monticello,  Iowa 


^ork! 


Because  midwestern  living  is  easier, 
midwestern  workers  work  harder. 

In  most  cases,  companies  with  plants  in  Iowa  and  identical 
sister  plants  in  other  states  are  finding  that  their  Iowa 
plants  are  more  efficient  and  more  profitable. 

Why?  Because  Iowa  has  workers  who  work;  intelligent, 
well-educated  workers  who  take  a  midwestern  pride  in  the 
things  they  make;  workers  who  don't  have  to  be  told  what 
to  do,  or  watched  while  they're  doing  it;  workers  who  still 
give  you  an  hour's  work  for  an  hour's  pay;  workers  who  are 
good  with  their  hands,  who  often  come  from  farms  and  are 
used  to  working  with  machinery;  workers  who  have  made 
Iowa  plants  among  the  most  efficient  in  the  nation. 

Latest  Census  of  Manufacture  figures  show  that  value 
added  per  Iowa  production  worker  is  more  than  $3000 
above  the  national  average.  In  fact,  value  added  by  Iowa 
employees  for  every  dollar  paid  them  is  15.5  per  cent  above 
the  national  average.  For  information,  send  this  coupon. 


Iowa  Development  Commission,  250  Jewett  BIdg.,  Dept.  FB-5 
Des  Moines,  Iowa  50309 

Please  send  me  information  of  industrial  opportunities  in  Iowa 

NAME PHONE 


FIRM 


ADDRESS 


CITY 


STATE 


ZIP. 


Sllowe 

a  place  to  grow 
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UNITED  STATES  PETROLEUM  SUFFICIENCY 


MILLIONS  OF  BARRELS  DAILY 


62        63 


65        66 


The  Energy  Gap 

A  statement  from  Phillips  Petroleum 
on  a  threatening  national  emergency 


The  Gap.  Americans  are  facing  a  gap  be- 
tween energy  supply  and  demand  that  is 
reaching  emergency  proportions. 

The  Department  of  Interior  estimates 
that  In  1985  U.S.  energy  demand  will  be 
nearly  double  that  of  1970.  Oil  and  gas 
will  be  relied  upon  to  meet  at  least  65% 
of  1985  needs. 

The  graph  shows  that  In  1968  the  sur- 
plus of  U.S.  spare  producing  capacity  for 
petroleum  liquids  above  net  Imports  of 
these  liquids  disappeared,  and  that  the 
deficit  between  our  surplus  producing 
capacity  and  net  imports  is  now  about 
3,300,000  barrels  a  day  or  20%  of  total 
demand.  By  1985,  unless  new  discoveries 
substantially  increase  domestic  produc- 
tion, we  will  rely  on  imports  for  about 
half  of  U.S.  supply.  Eastern  Hemisphere 
sources  — mainly  Arab  — will  account  for 
more  than  half  of  these  Imports. 

The  prospects  for  natural  gas  are  even 
bleaker.  Since  1968  annual  production  in 
the  U.S.  has  exceeded  net  additions  to 
proved  gas  reserves  by  substantial 
amounts.  The  consequence  is  a  real 
shortage  of  natural  gas— largely  a  result 
of  federal  regulation  which  has  stifled  ex- 
ploration. Even  with  a  major  change  in 
governmental  policy,  supplies  of  natural 
gas  from  all  North  American  sources  and 
from  imports  of  liquefied  natural  gas  will 
fall  short  of  meeting  forecasted  demands 
as  early  as  1975.  In  1985,  the  shortage  is 


projected  to  reach  a  whopping  23  trillion 
cubic  feet,  equal  to  the  nation's  entire  gas 
demand  In  1971  and  to  half  the  projected 
demand  In  1985. 

If  a  solution  to  the  energy  gap  is  not 
reached  soon,  this  nation  could  experi- 
ence drastic  curtailment  of  energy  use 
with  all  its  consequences. 
A  Solution.  It  is  clear  there  is  urgent  need 
for  a  unified  national  energy  policy.  Such 
a  policy  should  include  these  principles: 

Essential  federal  energy  control  func- 
tions administered  by  a  single  unit...  all 
fuels  be  allowed  to  compete  freely  in  the 
marketplace  on  the  basis  of  their  useable 
energy  content,  cleanliness,  and  other 
values  . . .  much  greater  encouragement  of 
domestic  exploration  and  development . . . 
recognition  that  industry  funds  could 
much  better  be  used  in  exploratory  drill- 
ing for  new  domestic  oil  and  gas  reserves 
than  for  cash  bonuses  to  government  for 
Federal  Outer  Continental  Shelf  leases  . . . 
petroleum  which  is  Imported  be  restricted 
to  crude  oil,  liquefied  natural  gas,  and 
other  natural  gas  liquids,  rather  than  re- 
fined products,  thus  encouraging  con- 
struction of  additional  U.S.  refining 
capacity  . . .  and  estab- 
lishment of  a  reasonable 
balance  of  goals  be- 
tween America's  energy 
needs  and  its  environ- 
mental concerns. 


Phillips  Petroleum  Company,  Bartlesville,  Oklahoma 


EXECUTIVE 
.SEARCH 


CONTINGENl  Y 
BASIS 


*  * 


Discover  America. 
It's  3,000  smiles  wide. 


The  Funds 


ference  between  a  5%  yield  and 
a  7%  yield  looks  slim  on  paper,  it 
isn't  small  to  the  retiree  who  has 
•put  $100,000  into  an  income  fund 
and  is  banking  on  it  to  supplement 
his  monthly  Social  Security  check. 

Northeast  has  a  number  of  things 
going  for  it.  It  is  one  of  only  two 
large-sized  income  funds  with  no 
sales  charge.  (The  other  is  Stead- 
man  Associated  Fund. )  Since  yields 
are  computed  on  asked  prices, 
which  include  the  normal  8. .5%  sales 
commission  markup.  Northeast  au- 
tomatically has  nearly  a  full  per- 
centage point  advantage  over  most 
of  its  income  fund  rivals. 

Northeast  has  also  put  98%  of 
its  assets  in  bonds  while  many  in- 
come funds  sprinkle  their  portfolio 
with  common  stocks.  That  gives 
Northeast's  competitors  a  capital  I 
gains  edge  when  the  market  rises, 
but  means  that  Northeast's  ijield 
is  normally  higher.  Its  competitors' 
yields  are  diluted  by  their  lower 
payout  equities. 

Northeast's  main  investment 
ploy,  however,  is  its  considerable 
use  of  leverage,  particularly  these 
days.  "Right  now  we  have  the 
highest  leverage  in  our  history," 
says  Ernest  E.  Monrad,  the  42-! 
year-old  lawyer  who  is  chairman 
of  the  board  of  trustees. 

The   reason    is    that   the   difter-i 
ence— called  the  "spread"— between 
short-term   and   long-term   interest 
rates  is  so  large.  Northeast  has  been' 
borrowing   short-term    from    banks* 
at    SVi'l,    the    recent    prime    ratci 
Then   it   turns   around   and  invests 
that  money  in  long-term  bonds  at 
8%  or  so.  For  example,  a  few  weeksi 
ago  Northeast  bought  a  new  issue 
of  Con  Edison  bonds  with  a  yielc 
of  8.04%.   These  days  that  woulc 
be  as  good  a  yield  as  an  inconi( 
fund    shareholder     might     expect 
However,    Northeast's   $56   millioi 
of  .shareholder  money  is  leverage 
witii    $7.3   million   of   bank   loans 
That  means  for  every  $100,000  o 
shareholder    money   put    into    Coi 
Edison,     it     might     buy     anothe 
$14,000  of  Con  Edison  bonds  wit' 
borrowed  money.  That  v\ould  HI 
the  shareholders'  retvun  from  8.04 
to  8.42%.   "We   think   that   this  i 
the   most   terrific   period   we   hav 
seen  for  the  spread,"  says  Monrad. 

Of  course,  there  are  risks  to  thi 
II  long-term  interest  rates  rise,  tli 
market  value  of  the  investment  i 
Con  Edison  would  go  down  14 
faster  than    if   there   were   no  Ic 
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erage.  This  doesn't  affect  the  yield 
on  the  shareholders'  in\estment, 
though  it  does  affect  the  net  asset 
value.  But  Monrad  ob\iously  isn't 
figuring  on  that  happening.  "I  think 
that  the  Federal  Government  would 
be  ver\  upset  if  the  long-term  rate 
goes  much  over  8%,"  he  says. 

Another  risk  is  that  if  short-term 
rates  rise,  closing  the  gap  with 
long-teiTO,  Northeast  must  then  pay 
the  new  prime  rate.  This,  of  course, 
increases  Northeast's  cost  and  re- 
duces the  profits  from  leverage.  If 
the  short-term  rates  rose  too  high. 
Northeast  might  have  to  sell  some 
bonds  it  had  bought  because  of 
its  le\erage. 

Is  that  all  there  is  to  managing 
a  bond  fund?  No  indeed,  says  Mon- 
rad. If  all  a  bond  fund  did  was  to 
pick  .AAA's,  it  might  be.  But,  says 
Monrad,  "I  think  it  is  somewhat 
questionable  for  a  professional  in- 
vestor to  take  a  fee  from  someone 
to  buy  AAA  bonds."  To  get  higher 
yields  Monrad  has  invested  in  low- 
er quality  bonds,  many  in  the  Baa 
and  A  category.  Doing  that,  sa>'s 
Monrad,  requires  investment  judg- 
ment. "Take  the  Baa's  [Moody's 
fourth  grade  category].  There  is 
a  terrific  range  of  quality  there. 
You  can  find  a  fine  Baa  like  U.S. 
PKwood-Champion  Paper  [now 
Champion  International]  that  we 
make  a  judgment  to  buy, "  says 
.Monrad.  Btit  then,  he  says,  he 
wouldn't  touch  some  A-rated 
bonds.  "City  of  Montreal  bonds, 
for  example,  are  A-rated,"  says 
Monrad.  "But  with  the  political  ar- 
guments up  there,  do  you  really 
want  to  buy  them?" 

Along  with  higher  yields  on  these 
lower  quality  bonds,  of  course, 
come  certain  risks.  Monrad  was 
one  of  the  many  owners  of  Penn 
Central  bonds.  "We  saw  the  thing 
deteriorating,"  he  says.  By  the  time 
its  famous  spring  1970  prospectus 
was  issued,  "we  were  mostly  out. 
That  just  confirmed  that  we  should 
clean  it  out  entirely."  Lykes- 
Youngstown  was  another  case. 
Monrad  bought  its  bonds  in  the 
spring  of  1969  when  they  were 
selling  for  around  80.  "We  thought 
that  was  just  the  ticket  for  an  in- 
come fund."  But  1/2  years  later  he 
started  selling,  at  prices  ranging 
from  57  to  68.  "We  felt  that  the 
company  was  not  performing  the 
way  we  wanted." 

Lately,  though,  Monrad  has 
grown  more  cautious.  He  is  gradu- 


In  Omaha-Southeast  Nebraska 
you're  in  the  ''Middle  of  Everywhere" 


I 


nfs.iitiionrs.iiwi 

We  have  it  all.  Six  major  airlines.  144  truck  lines. 
Eight  railroads.  Amtrak.  Three  river  barge  lines. 
All  at  the  crossroads  of  1-29  and  the  most  traveled 
cross  country  highway- Interstate  80. 

Centered  in  the  middle  of  the  country,  you  are 
half  way  to  your  major  markets  before  you  leave  the 
plant.  You  can  choose  from  many  rail-served  sites 
adjacent  to  the  interstate  system. 

Write  today  for  our  free  folder  "Middle  of  Every- 
where" with  four-color  map  and  outline  of 
total  site  services. 


I  Omaha  Public  Power  District 

Area  Development  Department -1623  Harney  Street 
Omaha.  Nebraska  68102   (402)  341-3100  Ext.  292 


COMPANY  NAME 


I    ADDRESS 


Cut  travel  costs 

Do  you  travel  on  business?  Then  TraveLodge  has 
special  rates  for  you.  Pre-set  and  guaranteed.  Just  fill  in  the 
coupon  below.  Clip  it  to  your  letterhead  and  send 
it  to  Director  of  Sales,  TraveLodge,  Box  308FO,  El  Cajon, 
.  California  92022,  You'll  have  your  TLC  card  by  return  mail. 
Use  it.  You'll  save  your  company  money. You  can  save 
trouble  for  yourself,  too,  by  calling  (800)  255-3050.* 

One  toll-free  number  for  more  than  450  TraveLodges 
across  the  continent. 


IS  to  be  given  Tender  Loxung,  Cave  at  evci 


♦Kansas,  call  1-800-332-4350 
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In  New  Jersey 
multinational 
businessmen 

rely 
onus. 

\X4  have  more  to  offer. 


jPirst  jtational  $tnk 
J^ancorpordtion 

550  BROAD  STREET  /  NEWARK.  N  J  07102 
Member  Banks: 

First  National  State  Bank  of  New  Jersey 
First  Ndiional  State  Bank  of  North  Jersey 

First  National  State  Bank  of  Northwest  Jersey 

First  National  State  Bank  of  Spring  Lake 

The  Edison  Bank.  N,A 

Assets  Over  $1,300,000,000 

Members  FDIC 


Get  the  facts  9n  the 
boom  in  Georgia. 
And  get  them  free. 


There's  a 
reason  Georgia 
has  been  industrial- 
izing and  urbanizing  itself 
faster  than  any  other  state  in 
the  dynamic  South. 

In  fact,  there's  a  whole 
bookful  of  reasons,  with 
corresponding  profit  oppor- 
tunities for  companies  of 
every  descnption. 


Write  Georgia 
Department  of  Industry 
&Trade,  Industry  Division, 
Dept.FB-2,  Post  Office 
Box  38097.  Atlanta. 
Georgia  30334,  for  your 
fi-ee  copy  of  the  1972 
Georgia  Industrial  Survey. 
It  could  start  a  boom  of 
your  own. 
Georgia,  the  unspoiled. 


The  Funds 


ally,  upgrading  his  portfolio,  buy- 
ing higher  quality  bonds.  "I  think 
that  there  is  a  terrific  squeeze  on 
American  business,"  says  Monrad. 
"You  haven't  licked  the  inflation 
problem.  Now  you  have  the  added 
thing  of  controls.  We  see  these 
bigger  companies  being  called  upon 
more  and  more  to  bear  the  social 
costs  of  the  country. 

"American  industry  is  in  trouble 
in  the  world  competitively,"  Mon- 
rad goes  on.  "Look  at  the  steel 
industiy's  problems.  I  think  this  is 
going  to  be  duplicated  in  a  lot  of 
other  industries. 

"We  concluded  that  you  can  do 
better  by  leveraging  a  good  bond 
than  by  downgrading,"  says  Mon- 
rad. "We  feel  now  that  the  best 
may  be  none  too  good." 

But  if  Monrad  is  worried  about 
bonds,  his  demeanor  brightens 
when  he  compares  them  with 
stocks,  his  big  competitor.  "Look  at 
the  Dow  Jones  industrial  average," 
he  says.  "How  much  of  the  invest- 
ed wealth  of  the  country  is  in  the 
DJI?  About  30%,  isn't  it?  Yet  you 
have  had  no  real  progress  for  six 
years.  Your  return  [from  dividends] 
is  only  about  3%  a  year." 

The  only  corner  of  the  stock 
market  that  interests  Monrad  is 
giowth  companies.  "T.  Rowe  Price 
[the  Baltimore  mutual  fund  organi- 
zation] has  been  just  terrific  in  the 
growth  area,"  says  Monrad.  The 
trouble  is  that  "eveiybody  has  a 
pretty  good  idea  what  those  com- 
panies are." 

But  Northeast  Investor's  Trust, 
like  all  income  funds,  has  a  big 
risk,  too:  inflation.  If  inflation  comes 
down  to  3%  or  4%,  then  Northeast's 
yield  looks  fairly  good.  But  if  it 
stays  at  5%  or  6%,  then  the  share- 
holder's real  return  is  only  1%  or 
2%.  Add  to  that  the  costly  fact  that 
Northeast's  payouts,  since  tiiey  aie 
largely  interest  payments,  are  taxed 
at  regular  rates  rather  than  capital 
gains  rates. 

Monrad  counters  by  scoflBng  at 
stock  market  people  who  talk  about 
making  15%  on  their  money  every 
year  and  doubling  their  money  in 
five  yeais.  "It  just  isn't  done.  It  is 
too  hard  a  game." 

Growth  of  9%  or  10%  is  obtain- 
able, he  thinks.  But  at  that  level, 
bonds  witli  an  8%  return  offer  a 
surer  alternative.  "This  isn't  a  popu- 
lar philosophy,  no  question  about 
it.  We  have  taken  this  comer.  We 
are  real  radicals  in  this  sense. "  ■ 
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GIVE  UP  ONE 

NIGHT  ON  THE  TOWN. 

TO  GIVE  A  KID  TWO  WEEKS  IN  THE  COUNTRY. 


Horses  moo.  Chickens  quack. 
Apples  grow  in  plastic  bags. 

As  far  as  lots  of  city  kids  know,  that  could  be  the  truth. 

But  you  can  help  a  kid  get  out  of  the  city  for  two  weeks.  If  you  give 
the  Fresh  Air  Fund  $30.  The  price  of  a  night  on  the  town. 

Two  weeks  away  from  the  sweltering  slums:  At  a  Fresh  Air  Camp 
or  a  home  in  the  country. 

Where  a  kid  can  play  in  a  field  instead  of  a  garbage  lot.  And  gather 
eggs  so  fresh  they're  still  warm.  And  most  important,  taste  another 
way  of  life. 

IJorses  and  chickens  and  apple  trees.  Thirty  dollars  is  all  it  takes. 
Just  one  night  on  the  town. 

HOP  REFRESH  A  KIQ 
GIVETOTHE  F=RESH  AIR  FUNDi 


Photograpti  by  Prank  MoBcati. 


Enclosed 
Namp 

is 

my 

tax-deductible  contribution 

of  $ 

AHHrpRs 

City 

State 

Zip 

Please  make  check  payable  to  The  Fresh  Air  Fund. 
Cancelled  check  will  be  your  receipt. 

MAIL  TO: 

The  Fresh  Air  Fund 

300  West  43rd  St:, 

New  York,  N.Y.  r 


_  ji  ■_  z^_€m. «i2_  .J 


It  takes  a  lot 

of  successful  advertising 

to  make  an 

advertising  agency  successful 

for  100  years. 


1972  —  our  100th  Anniversary. 


The  Businessman's  Advertising  Agency 

Albert  Frank-Guenther  Law 

Advertising    Public  Relations 

61  Broadway.  New  York.  N.Y  10006    (212)  248-5200 

Boston    Philadelphia    Chicago    Dallas    San  Francisco    Los  Angeles 


the  man  you  want 

to  succeed 

reads 

Forbes 


Trends 

&  Tangents 

^Continued  from  page  21 ) 

Hidden  Ties 

-.  Several  state  insurance  depart- 
ments are  unhappy  with  the  radio 
and  TV  testimonials  being  given  by 
millionaire  performer  Art  Linklet- 
ter  for  the  National  Home  Life  As- 
surance Co.  of  Pennsylvania.  The 
commissioners  of  Pennsylvania,  Cal- 
ifornia and  Washington  are  insist- 
ing that  the  ads  be  halted  unless 
they  reveal  his  financial  links  to 
National  Home  (he's  a  $50,000-a- 
year  advertising  adviser,  stockhold- 
er and  director).  Similar  action 
had  also  been  taken  by  one  or  more 
state  commissioners  on  Jack  Ben- 
ny's testimonials  for  American  Re- 
public of  Des  Moines  and  Paul 
Harvey's  for  Bankers  Life  &  Casual- 
ty of  Chicago. 

Forward  View 

The  life  expectancy  of  people 
who  have  had  coronary  attacks 
can  now  be  predicted  with  over 
95%  accuracy,  as  a  result  of  a  con- 
tinuing nationwide  study  of  some 
8,300  coronary  patients  that  began 
in  1966.  Besides  various  clinical 
and  biochemical  factors,  the  lack 
of  exercise  also  proved  important 
to  the  prediction.  Dr.  Jeremiah 
Stamler  of  Northwestern  University 
Medical  School,  who  headed  the 
study,  said  that  one  useful  result 
should  be  that  insurance  companies 
could  now  regard  some  heart-at- 
tack victims  as  "excellent  risks." 

Health  Index 

The  American  Medical  Associa- 
tion suggests  that  a  useful  measure 
of  the  nation's  health  might  be 
fashioned  by  counting  so-called 
"disability  days."  These  would  be 
of  two  kinds:  restricted-activity 
days,  when  the  worker  is  hampered 
but  not  bedridden;  and  bed  days, 
in  which  tlie  worker  is  either  in  the 
hospital  or  confined  to  bed  for  at 
least  half  the  day.  The  most  recent 
figures  available  show  that  during 
1970  the  average  worker  suffered 
14.6  disability  days— whicli  means 
that  he  was  healthy  about  96%  of 
the  time.  People  with  incomes  of 
$15,000  and  up  had  about  3'A  few- 
er disabilitv  days  than  those  in  the 
$3,000-$4,600  range,  while  men 
as  a  group  had  about  three  fewer 
than  women.  Healthiest  environ- 
ment: the  farm.  ■ 
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(Continued  from  page  33) 

to   be   clistribiited.    In    this    respect,    the 
Swedes  are  not  strikingly  different  from 
a  great  nian>-  other  economic  communi- 
ties around  the  world— except,  apparent- 
ly, the   U.S.   I  am  under  the   impression 
that  we  still  ha\e  less  favorable  capital 
recovery  allowances   under  the   U.S.   ta.x 
laws  than  most  industrial  economies.  Yet, 
we  now  see  Rep.  Charles  \'anik  and  oth- 
ers really  taking  off  on  those  that  do  exist. 
— R.  He.\th  Lahhy 
Nice  Chairman 
U.S.  Steel  Corp. 
Pittsburgh,  Pa. 

Sir:  The  article  on  Sweden  (Apr.  1) 
would  have  been  more  enlightening  if  it 
had  targeted  on  the  disparity  between 
what  Swedes  and  .Americans  get  for  their 
respective  tax  dollar.  For  an  additional 
10%  tax  rate,  the  Swedes  have  full  em- 
ployment, free  education,  free  medical 
services  and  a  minimum  annual  income. 
There  is  more  of  a  lesson  for  Americans 
in  the  Swedes'  demonstrated  use  of  tax 
dollars  than  the  growing  resentment  of 
the  middle  class  to  high  ta.x  rates. 

— Hervey  a.  Williams 
Cincinnati,  Ohio 

Sir:  One  of  the  basic  causes  of  Amer- 
ica's problems  is  the  rise  to  prominence 
of  persons  whose  heads  are  stuffed  with 
nonsense.  A  case  in  point  is  your  inter- 
view with  Cunnar  Myrdal.  Socioeco- 
nomic theories  tliese  days  have  little 
bearing  on  realit>'.  Mr.  Myrdal,  for  ex- 
ample, is  quick  to  downgrade  our  space 
program.  Yet  the  real  and  practical  bene- 
fits from  our  moon  program  would  fill  a 
good-sized  volume.  Contrary  to  the  ex- 
pertise of  Mr.  Myrdal,  few  of  man's  en- 
deavors have  been  more  productive.  I 
can  tell  him  that  there  is  nothing  wrong 
with  America  that  socialism  will  cure. 

— WiLLI.AM  F.  FUCHS 

Fairfax,  Va. 

on  Stiff  There 

SiB:  In  "Fact  &  Comment "  of  Mar.  1, 
y©u  state  "Time  To  Get  the  [Alaskan] 
Oil  Out."  Why  the  haste?  The  oil  is  not 
going  anywhere.  A  true  concept  of  na- 
tional defense  demands  that  we  use  as 
much  foreign  oil  as  needed  during  times 
of  peace  while  husbanding  our  energy 
for  years  of  conflict. 

—Clyde  Boyles 
Paducah,  Ky. 


Dressed-up  Cover 

Sir:  Thought  you 
might  be  interested 
in  seeing  what  the 
Saudi  Arabian  gov- 
ernment censors  did 
to  your  magazine's 
Miss  Sweden   cover. 

— I.D.  Stanaland 

Dhahran, 

Saudi  Arabia 
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WHAT  WILL  IT  COST  YOU  TO 
BUILD  AN  INDUSTRIAL  BUILDING 
IN  THE  SOUTHEAST?  FIND  OUT. 

Send  tor  our  new  brochure  on  current  construction  costs  in  the  six 
states  we  serve:  Virginia,  North  Carolina,  South  Carolina,  Georgia,  Alabama 
and  Florida. 

Included  are  illustrations  and  construction  data  on  20  different 
recently  completed  buildings  in  the  region,  ranging  in  cost  from  $2.25  to 
$11.80  per  square  foot.  So  write  us  and  get  a  line  on  what  it  might  cost  you  to 
build  in  the  Southeast. 

Whatever  your  expansion  plans  in  the  Southeast  call  for,  we  believe 
youll  find  no  other  single  source  as  knowledgeable  as  we  are  about  the  area's 
facts,  figures  and  sites. 

For  your  copy  of  Construction  and  Cost  Data  in  the     fffff 
Southeast,  or  for  site  data  information  write:  J.  R.  LeGrand,       mw^ 
Assistant  Vice  President,  Industrial  Development,  Dept.  C, 
Seaboard  Coast  Line  Railroad,  Jacksonville,  Florida  32202. 


SEABOARD 
COAST  UNE 
RAILROAD 
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Tenneco  Inc. 


HOUSTON,  TEXAS 


JENNECO 


1972 

is  our  26th 

consecutive 

year  of  casfi 

oividend  payments 


A  quarterly  dividend  of  33«  per  share  on  the 
Common  Stock  will  be  paid  June  13,  1972, 
to  stockholders  of  record  on  May  19,  1972. 
More  than  240,000  stockholders  will  share 
in  our  earnings. 

M.  H.  COVEY,  Secretary 


"Building  Businesses  Is  Our  Business" 


Manufacturing  • 
Oil  •  Chemicals  ' 


Natural  Gas  Pipelines 
Packaging  •  Land  Use 
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The  Nextlenlfears, 

ii 


A  decade 
demanding  greater 

flexibility 


Securities  firms  are  presently  facing  a  series  of  sig- 
nificant changes  in  the  structure  of  the  market 
place.  The  Martin  Report,  requested  by  the  New 
York  Stock  Exchange  — the  S.E.C.'s  policy  state- 
ment—Congressional committee  hearings  — the 
Institutional  Investor  Study  — new  advances  in 
electronic  and  communication  devices  and  other 
emerging  changes  — all  will  have  a  dramatic  im- 
pact on  the  securities  industry. 

The  opportunities  to  serve  institutional  and 

individual  investors  will  be  considerable  for  the 

firms  that  are  responsive  to  their  needs  and  adjust 

to  the  new  conditions.  There  will  be  a  premium  on 

flexibility  and  adaptability. 

We  believe  Salomon  Brothers  is  structured 
to  meet  these  challenges.  Ours  is  an  informal, 
close-knit  partnership,  with  ample  capital  and 
a  desire  to  compete  by  providing  the  closest  quo- 
tations in  the  widest  range  of  secinities.  We  com- 
bine this  with  a  willingness  to  alter  our  course 
instandy  to  help  meet  the  needs  of  institutional 
investors. 

We  shall  endeavor  to  be  even  more  competi- 
tive and  will  continue  to  improve  our  services  in 
the  dynamic  era  that  lies  ahead. 


Salomon  Brothers 


Market  Makers  and  Investment  Bankers 


MimuIkis  Now  York  Stock  Exch;iiioc,  Inc .  OIIkcs:  New  York,  Allanin,  Boston, 
C:lii( .in,,.  Cleveland,  Dallas,  l.os  Angdi-s.  Vh:\.u\:  iphia.Sl.  Louis,  Saii  1  raiuisto,  London. 
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The  Forbes  Index 
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Composed  o(  the  lollowing 
Production 

•  How  much  are  we  producing'  (Federal  Re- 
serve Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering' 
(Dept  ol  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Dept.  ol 
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1962 

1963 

1964 
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1966 

1967 

1968 
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1970 

1971 

Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  of 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  of  Commerce 


FEB 108.1 

MAR 109.8 

APR 111.3 

MAY     112.1 

JUNE  112.8 

JULY  113.9 

AUG 115.2 

SEPT 116.2 

OCT 116.2 

NOV 117.7 

DEC 118.0 

JAN 118.9 

FEB 121.0 

MAR.  (Prei.)     122.5 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  of  Labor  initial  unemployment  claims) 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Risks  And  Rewards 


So  LONG  AS  the  local  sa\iiigs  hank 
pays  inteiest  at  the  rate  of  5'f  to  6'? 
(depeiidinji  on  whether  \ou  want  to 
'freeze"  it  tor  a  couple  of  years),  and 
er\  good  five-  to  seven-year  notes  of- 
er  returns  of  6.755?  or  hetter,  and 
high-grade  long-term  honds  yield 
■lose  to  81?,  an\'  in\estor  who  huys 
L-oo|imon  stocks  for  income  must  be 
lUt  of  his  mind— because  the  average 
dividend  yield  on  a  common  stock, 
using  the  DJI  as  a  \ardstick,  is  less 
ban  3.25'l  at  piesent.  Of  course,  it 
vas  not  always  that  way.  Back  in 
1949,  for  example,  just  before  the 
greatest  bull  market  of  all  times  got 
mder  wav— the  DJI  ranged  between 
160  and  200  in  that  year— some  \ery 
;ood  stocks  \iekled  more  than  twice 
IS  much  as  bonds.  Whether  we  will 
ever  see  that  bond  stock  \ield  rela- 
:ionship  again  is  highly  (juestionablc. 
jll  certainly  won't  be  in  tlic  foresee- 
|il)le  future. 

The  upshot   of  tliis   long  introduc- 
luii   is   \ery  plain:    the  one   and  only 


Mr.  Biel  is  a  senior  vice  president  of  the  New  Yorl( 
^tock  Excliange  firm  of  Havenfield  Corp. 


reason  for  buying  common  stocks  is 
ca])il(il  (ifipicciation.  This  is  a  worthy 
objective,  but  it  does  not  necessarily 
work  out  that  way.  Wall  Street  may  be 
a  one-way  street  for  vehicular  traffic, 
but  it  certainly  goes  in  either  direction 
as  far  as  stock  market  trends  are  con- 
cerned. This  is  where  this  coluinn's 
heading  comes  in— risks  and  rewards. 
It  is  almost  two  years  since  the 
DJI  in  the  bear  market  of  1969-70  hit 
bottom  at  631,  the  lowest  point  since 
1962.  That's  when  investors  experi- 
enced the  risk  factor  at  its  worst,  or 
at  least  the  worst  in  a  very  long  time. 
Since  then  the  DJI  has  advanced  more 
than  50'/?,  and  now  investors  can  bask 
in  the  joys  of  the  rcioards.  This  sort 
of  roller-coaster  ride  is  fine  for  a 
trader-speculator,  but  it  makes  some 
imestors  nervous.  I  do  not  think  that 
this  nearly  two-year-old  bull  market 
is  in  immediate  danger  of  a  turn. 
More  likely  than  not,  we  will  see 
still  higher  prices  for  most  stocks. 
But  one  must  always  remember  that 
trees  do  not  grow  into  the  sky.  From 
here  on  we  better  l)e  rational  and  trv 
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to  reach  some  sort  ol  decision  on  just 
how  much  appreciation  one  can  ex- 
pect when  buying  e\eii  the  best  stocks 
at  current  elevated  prices.  And  how 
much  one  can  lose  if  stock-market  sen- 
timent sliould  take  a  turn  for  the 
worse.  As  far  as  I  am  concerned,  the 
so-called  risk/reward  ratio  no  longer 
javor.s  the  huijer  of  stock.s  at  present 
levels.  That  does  not  imply  near-term 
bearishness.  But  the  next  lO'i  or  20% 
appreciation  for  many  investment- 
grade  stocks  will  be  liarder  to  come 
by,  and  the  eventual  downside  risk 
will  be  as  great  as,  if  not  greater  than, 
the  possible  appreciation. 

Some  Examples 

If  any  company's  stock  ever  deserved 
an  S&P  A-f  rating,  it  is  Procter  & 
Gamble.  In  the  1970  bear  market  it 
reached  a  low  of  40/8,  at  which  price 
the  stock  was  selling  just  a  little  ox'er 
15  times  the  S2.6()-a-share  earnings 
for  that  particular  fiscal  year.  Obvi- 
ously it  was  an  incredible  bargain  by 
present  da\  standards.  RecentK',  P&G 
sold  in  the  low  90s,  or  about  28  times 
the  $3.35  expected  to  be  earned  in  the 
current  fiscal  year.  All  right,  so  you 
stretch  the  point  and  say,  why 
shouldn't  a  great  stock  l.ke  P&G  com- 
mand a  higher  P/E.  Indeed,  why 
not?  Just  look  at  the  many  stocks  of 
(juestionable  merit  selling  at  far  high- 
er multiples.  No  argument.  But  P&G 
with  sales  of  well  over  S3  billion  is  be- 
coming a  bit  ponderous,  and  its 
growth  rate,  while  still  impressive,  is 
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Receive 
3  months  of 
Value  Line 
for  $25. 


ILLUSTRATEDN 
ABOVE      / 


If  no  member  of  your  household 
has  had  a  subscription  to  Value  Line 
in  the  past  two  years,  you  may . . . 

get  this  l800-page 
Investors  Reference  Service! 
at  no  extra  cost  under  this 
special  introductory  trial  offer. 

For  only  $25,  about  half  the  regular  $49  quarterly  rate,  you'll  receive  all  the 
new  full-page  reports  to  be  Issued  In  the  next  three  months  on  the  more  than 
1400  stocks  and  67  industries  regularly  monitored  by  The  Value  Line 
Investment  Survey. 

These  new  reports  will  update  and  replace  the  complete  set  of  reports 
on  all  1400  stocks  in  67  industries  already  filed  and  indexed  in  the  Investors 
Reference  Service  binders  which  you  will  have  received  as  a  bonus. 
Filing  takes  less  than  a  minute  a  week. 

In  effect,  you  will  receive  six  months  of  Value  Line  service  for  only  $25— 
the  latest  three  months  and  the  next  three  months.  (The  regular  annual 
rate  is  $189). 

This  special  introductory  trial  is  offered  to  new  subscribers  only  because  a 
large  percentage  of  those  who  once  try  Value  Line  for  three  months  elect  to 
continue  as  full  term  subscribers  at  standard  rates.  The  increase  in  circulation 
thus  effected  enables  us  to  provide  a  comprehensive  investment  survey 
to  existing  subscribers  at  a  much  lower  fee  than  would  be  required  with  a 
smaller  circulation. 

You'll  find  it  convenient  to  have  the  Investors  Reference  Service  at  your 
fingertips  whenever  you  need  facts  and  figures,  as  well  as  Value  Line's 
projected  performance  ratings,  on  more  than  1400  widely-held  stocks  in 
67  industries. 

You'll  also  get  analyses  and  forecasts  of  the  national  economy  and  the 
stock  market . . .  guidance  on  current  investment  policy . . .  plus  Value  Line's 
"Especially  Recommended  Stock  of  the  Week"  and  the  monthly 
"Special  Situation." 

To  take  advantage  of  this  special  introductory  offer  and  to  receive  the 
Investors  Reference  Service  as  a  bonus  in  addition  and  without  extra  charge, 
simply  fill  in  and  mail  the  coupon  below. 
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e  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  •  5  East  44th  St.,  New  York,  N.  Y.  10017 

G  Begin  my  13-week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 

special  money-saving  rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 

The  investors  Reference  Service.  I  have  enclosed  my  $25  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  any  subscriber 
n  I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference  Service 

for  $189. 

If  dissatisfied  for  any  reason,  I  may  return  the  material  within  30  days  and  my  money 

will  be  refunded. 
D  Payment  signature 

enclosed 


1635 


D  Bill  me  for  $189. 
N.Y.  residents  please 
add  applicable  sales 
tax. 


NAME  (please  print) 


ADDRESS 


CITY 


STATE 


ZIP 


^^  (No  assignment  of  this  aereement  will  be  made  without  subscriber's  consent.)    ^ 


facing  mathematical  limitations.  It's  a 
great  hold  at  present  prices.  But  is  it 
still  a  buy? 

Sears  is  another  stock  of  incompara- 
ble quality  in  its  field.  From  its  1970 
low  of  51  it  has  risen  about  125%, 
while  the  DJI,  of  which  Sears  like  P&G 
is  a  component,  gained  just  over  50%. 
Earnings,  of  course,  cannot  possibly 
rise  that  fast,  although  they  did  in- 
crease by  a  very  respectable  24%  dur- 
ing the  past  two  years.  At  present, 
Sears  is  selling  at  a  multiple  of  32 
times,  close  to  the  highest  P/E  this 
stock  has  ever  had. 

Finally,  as  a  third  exainple,  let  us 
take  a  look  at  Polaroid.  This  is  what 
the  sophisticated  Wall  Streeter  calls  a 
"concept  stock."  Translated  into  lay- 
men's language  this  means:  Never 
mind  today's  profits,  look  into  the  fu- 
ture! Polaroid,  like  Sears,  had  a  1970 
bear  market  low  of  51.  Last  month, 
after  its  new  camera  had  been  demon- 
strated at  the  annual  meeting,  the 
stock  ran  up  to  the  highest  level  since 
1969,  notwithstanding  the  fact  that 
1970  earnings  were  lower  than  in 
1969,  and  1971  earnings  were  lower 
than  in  1970;  and  a  management  fore- 
cast that  1972  would  be  a  difficult 
year  profitwise.  Well,  chaciin  a  son 
gout,  as  the  French  say,  but  I  wonder 
if  it  makes  sense  to  pay  that  much  for 
a  not-yet-assured  earnings  potential  in  i 
the  future.  S&P's  estimate  for  1972  is  < 
$1.50  a  share,  making  it  the  fifth  year 
of  flat  or  declining  per-share  earnings.  . 
For  that  kind  of  money,  I  would  I 
rather  own  Eastman  Kodak  and  knoto 
where  I  stand. 

20%  Growth 

If  one  reaches  the  conclusion  that  li 
Eastman  Kodak,  Procter  &  Gamble  i 
and  Sears,  plus  any  immber  of  similar- 
ly outstanding  blue  chips,  are  great 
stocks  to  own,  but  not  particularly 
enticing  to  buy  unless  they  come  down 
from  their  recent  e.xalted  levels,  what 
do  we  do  now  as  investors?  Buy 
bonds,  tax-exempts  or  corporates? 
That's  not  a  bad  idea  for  the  risk-shy, 
conser\ative  investor.  But  some  of  us 
are  not  inclined  that  way.  We  con- 
stantly are  on  the  lookout  for  stocks 
where  the  risk/reward  ratio  may  still 
be  in  our  favor.  Lcascwaij  Transpor- 
tation (54)  could  be  one  of  them. 

As  the  corporate  name  implies, 
Leaseway  is  in  the  transportation  busi- 
ness, ranking  second  on  the  highways. 
It  is  difficult  to  describe  its  manifold 
acti\itics  in  a  few  brief  words.  The 
company  has  such  exceptional  exper- 
tise in  its  field  that  the  roster  of  its 
long-term  clients  reads  like  the  Social 
Register  of  American  lousiness— Sears, 
GM,  GE  and  Westinghouse,  Gulf  Oil 
and  Sohio  to  mention  but  a  few.  In 
fact,  80%  of  Leaseway 's  revenues  comes 
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from  NYSE-listod  LOinpaiiies,  and  in 
announcing  a  spectacular  rise  in  first- 
quarter  1972  earnings,  from  23  cents 
to  40  cents  a  sliare,  Leasew  a\  s  presi- 
dent proucllx  stated  that  the  compain 
currentK  lias  the  longest  list  of  pro- 
spec  ti\e  customers  it  has  e\  er  had. 

Lcasc\va\  is  not  imnunie  to  serious 
problems.  In  1970  the  strike  of  the 
teamsters  and  the  long  GM  strike  hurt 
l)ad!>  and  caused  per-share  earnings 
to  fall  to  a  mere  20  cents  a  share. 
However,  taking  a  longer-range  view, 
this  conipan\  s  re\enues  haxe  grown 
lat  a  compounded  annual  rate  of  18'/f 
[during  the  past  decade,  while  earn- 
ings grew  at  a  20r-a-\ear  rate. 

What  is  the  proper  multiple  to  ap- 
pl\  to  a  growth  compau)  like  Lease- 
wax?  Its  accounting  appears  to  be 
conservative,  and  the  footnotes  to  the 
annual  report  are  plainK  routine  with- 
out the  alibis  written  in  legak'sc  that 
one  finils  in  so  many  companies  that 
want  to  show  something  that  isn't 
tlierc.  It  seems  to  me  that  published 
L-arnings  estimates  for  1972  of  82.7.5 
a  share  could  well  l)e  surpassed.  Sell- 
ing at  just  al)out  20  times  such  earn- 
ings, Leasewa\  may  not  lie  a  bar- 
i;ain,  but  it  strikes  me  as  a  stock  where 
.he  risk/ reward  ratio  still  favors  the 
)uyer.  While  obviousK  not  suitable 
or  widows  and  orphans,  this  stock 
as  appeal  for  an  aggressixe  inxestor. 

Good  Quality 

M»)re  con,ser\atixely  inclined  inves- 
ors  might  consider  PPC.  hiclusfrics, 
hf  old  Pittsburgh  Plate  Glass  Co., 
HI  which  I  have  commented  rejx'at- 
•AK  in  Forbes.  The  major  earnings 
umaround  that  began  in  197 1  is  con- 
iiiuing  this  \ear.  The  first  (juarter 
vas  e.vceptionallx  good,  xvith  earnings 
ItMibling  from  45  cents  a  share  to  91 
■ents.  \\  hilc  this  pace  cannot  possibly 
)e  maintained,  record  earnings  of 
JTOund  83.7.5  a  share,  up  from  S3.07 
ast  year,  xxould  seem  attainable. 

The  stock  has  recentK  acKanced  to 

new  all-time  high  of  .50,  despite  the 
inpending  secondan  ofiering  of  2  mil- 
ion  shares  b\  Pitcairn  Co.,  a  personal 
lolding  companx-  that  grexx-  out  of  the 
state  of  John  Pitcairn,  a  PPG  founder 
■ho  died  in  1916.  After  this  sale, 
•itcairn's  holdings  xxill  l)e  about  16'/^. 

Even  at  its  current  adxanced  price 

^'PG  is  selling  at   a   modest   multiple 
f  less  than  14.  The  nexxly  increased 
'ixidend  of  81.46  provides  a  return  of 
^litly  less  than  3?.  More  liberal  pay- 
iits  can  be  expected  after  the  Phase 
restrictions  have  been  listed.  Inves- 
)i-s  allergic  to  xerx  high-multiple  eq- 
ities    should    find    this    good-quality 
tock  a  suitable  commitment.   ■ 


Mr.  Hooper  is  on   a  httsiness  trip. 
Us  column  ivill  he  in  the  next  issue. 
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Useful  facts  for  investors 

yours  every  month  from  the 
New  York  Stock  Exchange 


14  months  of  easy-to-read 
information  for  just  $4.50. 

You  can  now  join  more  than  200,000  invest- 
ment-minded people  in  the  U.S.  and 
abroad  who  read  the  authoritative  New 
York  Stock  Exchange  magazine,  THE 
EXCHANGE. 

Each  issue  is  packed  with  facts,  figures, 
news— a  constant  flow  of  fast-reading  re- 
ports by  experienced  observers  in  business, 
finance  and  economics.  And  the  complete 
cost  of  a  14-month  subscription  is  just  $4.50. 

Specially  edited  for  the 
individual  investor. 

Whether  you  invest  large  sums  or  small, 
you'll  discover  that  THE  EXCHANGE  gives 
you  data  and  background  that  is  concise, 
practical,  and  to-the-point  — written  in 
everyday  language  rather  than  in  techni- 
cal largon.  You'll  find  profiles  of  newly 
listed  companies,  including  vital  statistics 
and  comments  on  what  these  companies 
are  doing...  plus  studies  of  key  industries, 
their  problems  and  opportunities ...  and 
much  more.  Articles  in  recent  issues  have 
examined  such  diverse  topics  as  the  use 
of  leverage  as  an  investment  tool. ..the 
relationship  between  ecology  and  profits 
...the  effect  of  the  floating  prime  rate  on 
banks...  new  directions  in  the  meat  pack- 
ing, advertising  ond  chemical  industries... 
the  growing  popularity  of  bonds. .  .and  the 
growth  of  investment  clubs. 

Exclusive  New  York  Stock 
Exchange  data. 

Among  the  man/  regular  features  packed 
into  the  compact  26-page  format  of  THE 
EXCHANGE  are  New  York  Stock  Exchange 
tabulations  of  how  vorious  segments  of 
the  market  have  performed. 


No  risk  money-back 
guarantee. 

You  can't  buy  THE 
EXCHANGE  at  any 
newsstand.  But  you  can 
?v  receive  your  own  per- 
sonal 14-month  subscrip- 
tion on  a  no-risk  trial 
basis  by  using  the  cou- 
pon below.  Only  after 
reading  your  first  issue  need  you  decide 
whetheryou  wish  to  continue  for  the  full  14 
months.  Should  you  decide  that  you  don't 
wish  to  receive  additional  issues,  just  let  us 
know— and  keep  the  first  without  charge. 

To  take  advantage  of  this  offer,  mall 
this  coupon  today. 


The  Exchange,  I  1  Wall  Street, 
New  York,  New  York  1  0005 

Please  enler  m/  14  montti  trial  subscrip- 
tion to  THE  EXCHANGE  for  just  $4.50. 
I  understond  thot  I  may  cancel  my  sub- 
scription within  two  weeks  alter  ttie 
orrivol  of  ttie  first  issue,  ond  receive  a 
complete  refund. 
For  Two  Year  Subscribers 
D  Cfieck  here  if  you  wish  to  receive  a 
regular  two  yeor  subscription  for  $7.50 
-with  the  some  money-back  guarantee 
-plus  a  free  copy  of  "Growth  leaders 
On  The  Big  Board."  (A  23-page  booklet, 
pocked  with  useful  statistical  informa- 
tion on  earnings-per-shore  growth  rates, 
dividends,  ond  much  more.) 
Nome 


Address 

City 

State 

Zip 

1  enclose  D  check 

D  money  order 

UNITED 
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TECHNICIAN'S  PERSPECTIVE 

ByJohnW.SchuIz 


The  "Breadth"  Problem 


The  early  spring  ot  1972  may  j^o 
down  in  stock  market  annals  as  a  peri- 
od of  unprecedented  skepticism  among 
analysts  and  investors  in  face  of  gen- 
erally rising  stock  prices  and  steadiK' 
improxing  earnings  and  earnings  pros- 
pects. So  much  caution  in  a  setting 
that  seemed  to  call  for  confidence  bor- 
dering on  elation  probably  means  one 
needn't  worry  too  much  about  the  ex- 
tent of  a  possible  near-term  reaction, 
let  alone  about  the  further  viability  of 
the  bull  market  from  the  1970  lows. 

On  the  long-term  record,  the  time 
for  serious  concern  generally  is  at  hand 
when  almost  nobody  can  see,  in  a 
strong  market,  what  could  really  go 
wrong.  Long-term  experience  teaches 
also  that  bull  markets  usually  take 
many  months  to  top  out,  so  there  is 
rarely  any  need  to  fret  at  a  time  when 
new  highs  in  all  major  price  indices 
are  but  a  few  days  or  a  few  weeks  old. 
Even  intermediate-trend  tops  usually 
take  seveial  weeks  or  a  few  months  to 
unfold;  and,  within  a  bull-market 
framework,  the  declines  which  they 
spawn  tend  to  be  limited  and  brief 
rather  than  deep  and  prolonged  and 
often  not  worth  sidestepping. 

Don'f  Disregard  Earnings 

Evidently,  however,  in\estors  are 
no  longer  used  to  thinking  in  terms  of 
a  "real"  bull  market  aftei'  having  wan- 
dered for  some  se\en  years  in  a  wilder- 
ness of  violent  stock  price  fluctuations 
limited  at  one  end  by  the  Dow  lOOO 
barrier  and  at  the  other  by  lows  rang- 
ing between  Dow  630  and  790  {sec 
this  column.  May  1).  Perhaps  under- 
standably, this  experience  has  condi- 
tioned them  to  view  an>-  approach 
to  Dow  lOOO  with  misgivings,  to  be- 
little or  disregard  the  fact  that  DJl 
earnings— along  with  after-tax  corpo- 
rate earnings  in  the  aggregate— are 
breaking  out  this  year  to  new  all-time 
highs  in  a  trend  which  seems  increas- 
ingK-  likely  to  carry  well  into  1973. 
But  if  the  Dow  in  1972  can  earn  $66 
"per  share,"  or  some  151?  more  than 
at  its  1968  high  (995),  about  20% 
more  than  at  its  1966  high  (1001), 
and  ovei-  20%  more  than  at  its  April 
1971  high  (958),  this  view  seemed 
unduly  jaundiced  last  month  near  960. 
Against  this  "fundamental"  back- 
Mr.  Schuiz  is  a  partner  in  the  New  York  Stock  Ex- 
change film  of  Abraham  &  Co. 
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ground,  1  thought  some  of  the  popular 
technical  arguments  in  favor  of  cau- 
tion needed  careful  examination.  Per- 
haps most  prominent  among  these  was 
the  failure  of  "breadth"  last  month 
to  follow  the  Dow  to  new  bull -market 
highs.  Among  technicians,  breadth  is 
repre.sented  by  an  Advance/ Decline 
Index,  which  cumulates,  day-to-day, 
the  differential  between  the  number 
of  stock  issues  advancing  and  declin- 
ing on  the  New  York  Stock  Exchange. 
As  such,  the  A/D  Index  is  a  measure 
of  majority  trend  direction;  if  it  re- 
fuses to  keep  rising  with  the  Dow, 
the  technical  analyst  can  recognize 
that  the  stock  market  at  large  is  less 
strong  than  the  Dow,  that  something 
may  be  wrong  and  that  it  may  be 
necessary  to  be  on  guard  against 
general  price  weakness. 

Breadth  analysis,  involving  the  re- 
lationship between  the  Dow  and  an 
Advance/Decline  Index,  has  been 
around  lor  some  40  years.  As  1  read  it, 
this  long-term  record  clearly  shows 
that  an  A/D  Index  can  be  very  help- 
ful in  an  intermediate-trend  perspec- 
tive, but  that  long-term  comparisons 
between  its  performance  and  the 
Dow's  can  be  misleading.  (A  conxen- 
tionally  constructei!  A/D  Index  sug- 
gests that  the  majority  trend  of  com- 
mon stocks  has  been  going  down  e\er 
since  1956,  vihich  is  obviously  at  vari- 
ance with  actual  experience.)  It  also 
shows  that  breadth  will  tend  to  lag 
behind  the  Dow  on  several  occasions 
during  a  bull  market;  in  other  words, 
that  an  unfavorable  A/D-DJI  rela- 
tionship should  not  be  regarded  as  a 
"bear  market  signal"  until  at  least  two 
or  three  such  lags  have  materialized. 

Bearing  these  considerations  in 
mind,  I  think  far  too  much  bearish 
emphasis  was  being  placed  last  month 
o)i  the  failure  of  the  AD  to  iollow 
the    Dow    to    levels    aboxe    the    April 

1971  recovery  high.  But  what  ai)ont 
the  A  D's  refu.sal  to  better  its  March 

1972  peak  at  a  time  when  the  Dow- 
did  so  by  a  margin  of  some  20  points? 
Traditionally,  it  is  true,  this  sort  of 
nonconfirmation  has  tended  to  fore- 
shadow a  general-market  reaction  of 
some  consequence.  But  it  is  also  true 
that  this  was  only  the  first  such  non- 
confirmation  since  the  current  bull 
market  began  in  mid- 1970.  Thus,  its 
reaction  implications  should  probabK- 


be  mmimized;  certainly  it  should  not 
be  read  as  a  "bear  market  signal." 

There  is  another,  more  basic  rea- 
son for  not  taking  last  month's  seem- 
ingly unfavorable  A  D-DJl  relation- 
ship at  full  face  value.  It  is  possible 
to  trace  the  A/D's  lag  largely  or  whol- 
ly to  price  weakness  among  preferred 
stocks  and  public  utility  common 
stocks  listed  on  the  NYSE.  Together, 
these  shares  now  account  for  almost 
700  of  the  some  1,950  Big  Board 
listings,  a  greater  share  than  ever. 
Had  it  not  been  for  persistent  selling 
pressures  on  these  two  interest-rate 
sensitive  sectors  during  March  and 
April,  the  A/D  probably  would  have 
accompanied  the  Dow,  which  consists 
of  30  industrial  common  stocks,  to  new 
1971-72  highs.  If  these  selling  pres- 
sures had  been,  in  turn,  traceable  to  a 
top-level,  tight-money  policy  designed 
to  restrain  the  current  business  expan- 
sion, the  A/D's  laggard  perfonnance 
would  indeed  have  to  be  taken  quite 
as  seriously  as  on  past  occasions  when 
it  reflected  a  diminishing  availability 
of  investible  funds  and,  by  extension, 
anticipations  of  worsening  trends  in 
business  and  profits. 

Plenty  of  Money 

But  while  the  recent  price  weak- . 
ness  in  public  utility  common  stocks 
can  indeed  be  attributed  partly,  and 
that  in  preferred  stocks  wholly,  to  a 
rise  in  short-term  and  long-term  inter- 
est rates  during  the  past  few  months, 
the  latter  trend  can  hardly  be  regard- 
ed as  a  svinptom  of  tight  mone\'.  To 
be  sure,  the  Federal  Reserve  seems  to 
have  shifted  from  last  winter's  policy 
of  extraordinarily  aggressive  monetary' 
ease  toward  a  more  normallv'  accom-i 
modating  postme.  But  there  is  abso- 
lutely no  evidence  for  thinking  that 
the  Fed  has  begun  to  "lean"  against 
the  stock  market  and/or  the  business 
recoverv',  or  that  it  will  do  so  any  timei 
soon.  Meanwhile,  indications  are  thati 
there  is  more  than  ample  monev  and 
credit  around  to  finance  both  a  rising 
stock  maiket  and  an  expanding  econ- 
omy for  manv  months  to  come. 

What's  more,  there  are  reasons  tc 
believe  that  the  Vvd  has  been  workinf 
to  ctnb  the  rise  in  long-term  interesi 
rales  and  will  continue  to  do  so,  anc 
that  it  will  not  sanction  a  runavvav 
rise  in  short-term  rates.  A  counter 
attack  seems  to  lie  shaping  up  now  ii 
an  effort  to  have  the  money-swoUei 
savings  and  loan  associations  dro) 
rates  paid  to  savers  as  well  as  rate 
charged  borrowers.  Also,  inflation  ex 
pectations,  which  tend  to  keep  intei 
est  rates  high,  may  be  about  to  .sut 
side.  Thus,  stock  market  breadth  ma 
soon  be  freed  from  the  drag  of  interes' 
sensitive  stock  and  so  regain  .some  ( 
its  former  vigor.   ■ 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 


750,000  Shares 


Philadelphia  Electric  Company 


7.80%  Preferred  Stock 

(Par  value  $100  per  share) 


Price  $100  a  Share 


Copies  of  the  Prospectus  are  obtainable  in  any  State  from  only  such  of  the  under- 
signed and  such  other  dealers  as  may  lawfully  offer  these  securities  in  such  State. 


\ 


Drexel  Firestone 

INCORPORATED 


The  First  Boston  Corporation 


Blyth  &  Co.,  Inc.  duPont  Glore  Forgan 

INCORPORATED 

■Goldman,  Sachs  &  Co.      Halsey,  Stuart  &  Co.  Inc. 


Eastman  Dillon,  Union  Securities  &  Co. 

INCORPORATED 

Hornblower  &  Weeks-Hemphill,  Noyes 


Kidder,  Peabody  &  Co.         Kuhn,  Loeb  &  Co.         Lazard  Freres  &  Co.         Lehman  Brothers 

INCORPORATED  INCORPORATED 

Loeb,  Rhoades  &  Co.     Merrill  Lynch,  Pierce,  Fenner  &  Smith     Paine,  Webber,  Jackson  &  Curtis 

INCORPORATED  INCORPORATED 


Salomon  Brothers 

Wertheim  &  Co.,  Inc. 

E.  F.  Hutton  &  Company  Inc. 

April  21.  1972 


Smith,  Barney  &  Co. 

INCORPORATED 


Stone  &  Webster  Securities  Corporation 


White,  Weld  &  Co. 

INCORPORATED 


Dean  Witter  &  Co. 

INCORPORATED 


Bache  &  Co. 

INCORPORATED 


Reynolds  Securities  Inc. 


Shearson,  Hammill  &  Co. 

INCORPORATED 


The 

more 
3^u  learn 

about 

Puts 
and  Calls- 


...  the  more  fascinating  the  subject 
of  profit  potentials  in  stock  options 
becomes. 

Opportunities  for  option  sellers 
like  receiving  income  of  10%,  15% 
—even  20%  or  more  on  your 
securities— without  increasing 
your  risk. 

Opportunities  for  option  buyers 
like  the  chance  of  nearly  unlimited 
speculative  gains— which  for  many 
people  offsets  the  possibility  of 
losing  the  full  amount  of  the  option. 

That's  an  oversimplification  of 
the  subject,  of  course.  Options  aren't 
for  everybody,  and  we're  not  here 
to  say  that  they  are. 

What  we  do  say  is  that  if  you'd 
like  to  start  learning  a  lot  more 
about  them,  we  can't  think  of  a  better 
place  to  begin  than  our  two  booklets 
pictured  below. 

If  you'd  like  copies  of  both, 
without  charge  of  course,  we'll  be 
happy  to  send  them  to 
you  if  you 
simply 
mail  this 
coupon. 


Please  mail  me  your  two  booklets  on"Options." 

FO 
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MEMBERS  NEW  YORK  STOCK  EXCHANGE,  INC. 
AND  OTHER  LEADING  EXCHANGES 

120  Broadway,  N»w  York.  N.Y.  lOOOS 
Offices  Coaat  to  Coaat 


THE  MARKET  OUTLOOK 

By  Sidney  B.  Lur/'e 


Pluses  In  The  Marketplace 


I  FULLY  recognize  the  fact  that  stock 
prices  are  made  by  emotions,  by  psy- 
chology, as  well  as  by  statistics,  which 
points  up  the  fact  that  there  are  a 
number  of  important  questions  wait- 
ing to  be  answered.  1 )  Is  the  immedi- 
ate background  so  good  that  there  is 
a  threat  of  longer-lasting  and  more 
restrictive  controls  than  has  been  the 
case  thus  far?  2)  While  this  year's 
budget  deficit  will  be  much  lower 
than  earlier  predicted,  does  the  pros- 
pect of  a  substantially  larger  deficit 
in  the  fiscal  year  starting  July  1  raise 
the  spectre  of  increased  taxes  next 
year?  3)  Will  our  monetary  policy  be 
on  less  of  a  stop-and-go  basis  than  it 
has  been  in  the  past  and  thereby  re- 
duce potential  market  liabilities?  For 
stock  price  swings  are  related  to 
changes  in  the  money  supply  (which, 
after  being  stationary,  has  been  in- 
creasing sharply  in  past  months ) . 

I  believe  there  is  more  bark  than 
bite  to  the  headlines  accompanying 
Price  Commission  Chairman  Grayson's 
report  of  forthcoming  price  rollbacks. 
Mr.  Grayson  has  publicly  stated  that 
the  Commission  is  "not  controlling  ab- 
solute profits,"  and  going  profit  mar- 
gins of  only  a  small  minority  of  com- 
panies exceed  the  base  period  (which 
is  two  of  the  best  three  fiscal  years 
prior  to  August  1971).  Most  are  be- 
low the  eftective  ceihng.  Thus,  the 
practical  efl:ect  is  that  price  controls 
place  a  ceiling  on  profit  margins  but 
not  necessarily  on  profits  improvement. 
And  the  limitation  is  no  different  now 
than  it  was  before.  If  anything,  the 
publicity  could  intensify  the  market's 
selectivity  (certain  companies  will 
have  more  room  for  profits  gains)  and 
strengthen  the  business  outlook  (for 
companies  now  may  be  less  reluctant 
to  make  capital  improvements). 

Thus,  I  can't  help  but  return  to  the 
most  important  lasting  influence  of  all 
that  helps  make  stock  prices— the  trend 
of  business.  The  evidence  points  to  an 
accelerating  broad-scale  expansion  in 
economic  activity.  Not  only  should  the 
business  upswing  be  swifter  than  last 
year's  recovery,  but  it  will  be  more 
extensive.  With  the  inventory-to-sales 
ratio  at  the  lowest  point  in  five  years, 
industry's  1972  inventory  accumula- 
tion should  be  at  least  3  times  the 

Mr,  Lurie  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Josephthal  &  Co. 
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•1970-71  average;  this  means  a  new 
stimulus.  Secondly,  as  is  intimated  by 
the  sharp  upswing  in  March  in  ma- 
chine tool  orders,  capital  goods  spend- 
ing will  be  another  new  overall  stimu- 
lus. Thirdly,  distressing  as  is  the  high 
unemployment  rate,  the  fact  remains 
that  some  2  million  more  people  are 
employed  today  than  was  the  case 
last  June,  which  means  more  consum- 
er spending  power. 

Cycf/cais  af  a  Discount 

Meanwhile,  I  continue  to  believe 
that  the  question  of  "which  stocks" 
can  be  as  important  as  the  question  of 
how  much  reserve  buying  power  is 
dictated  by  prudence  alone.  For  one 
thing,  there  is  a  question  whether  the 
professional  buyers'  emphasis  on  tra- 
ditional growth  stocks  has  carried  this 
area  of  the  marketplace  to  an  extreme 
reminiscent  of  that  which  preceded 
the  1962  decline.  Secondly,  on  an  in- 
dividual issue  basis,  it's  a  relatively 
simple  matter  to  prove  that  growth 
stocks  are  selling  close  to  if  not  above 
their  best  historical  multiples,  whereas 
cyclical  stocks  are  selling  at  a  sharp 
discount  from  what  might  be  termed 
their  normal  prosperity  multiple,  and 
they  may  be  less  vulnerable  to  the 
ceiling  on  profit  margins.  All  of  which 
could  mean  a  less  aggressive  buying 
interest  in  growth  stocks  as  such  from 
here  on  out.  I  do  not  agree  with  the 
popular  cliche  that  cyclical  stocks 
should  be  avoided  simply  because 
ownership  carries  the  risk  of  having 
to  judge  the  correct  selluig  area.  At 
some  point,  almost  any  Lssue  can 
be  vulnerable  to  the  business  cycle, 
whose  health  is  necessaiy  for  the  mar- 
ket's total  well-being. 

In  this  connection,  I  believe  Dear- 
hom-Storm  common  (around  22)  is 
an  attractive  speculation.  This  yotmg 
company  started  in  1967  as  a  comput- 
er leasing  business  but  moved  into  the 
offshore  drilling  and  marine  service 
industries  in  1968.  These  activities 
will  account  for  nearly  two-thirds  of 
revenues  and  earnings  in  the  current 
fiscal  year  ending  Oct.  31,  when  I  an- 
ticipate that  earnings  will  reach  $1.70 
per  share  ($1.50  allowing  for  full  di- 
lution) on  revenues  of  about  $46  mil- 
lion, compared  with  $1.44  per  share 
($1.21  fully  diluted)  on  sales  of  $38.1 
million  in  fiscal  1971.  Moreover,  I  be- 
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lieve  fiscal  1973  profits  will  continue 
to  advance,  possibl\  to  the  $2-per- 
share  area,  as  the  addition  of  new 
oflFshore  drilling  units  this  fiscal  year 
contribute  for  a  full  \ear.  Longer- 
range  prospects  have  been  enhanced 
by  a  recent  partnership  agreement 
with  a  Danish  shipping  firm,  which 
will  result  in  additional  expansion  of 
the  company's  offshore  operations. 

I  can  also  enthuse  about  the  Hoover 
Co.  (around  78),  whose  earnings  this 
year  should  be  over  S3. 60  per  share, 
while  1973  has  a  $4  potential.  Hoover, 
a  household  word  in  the  U.S.  and 
throughout  much  of  the  Western 
world,  could  be  in  the  process  of  be- 
coming a  household  word  with  inves- 
tors in  view  of  its  excellent  earnings 
prospects.  The  current  multiples  of 
21.6  times  my  1972  estimate  and  19. .5 
times  my  minimum  projection  for  1973 
appear  reasonable  in  relation  to  multi- 
ples commanded  by  other  consumer- 
oriented  equities.  Factors  playing  a 
part  in  the  projected  earnings  upswing 
include:  1 )  continued  improvement 
in  consumer  durable  spending  in  the 
U.S.,  coupled  with  a  high  level  of 
housing  starts  and  household  fonna- 
tions;  2)  a  better  climate  in  the  United 
Kingdom  and  other  sterling  countries 
for  consumer  goods  (due  in  part  to 
lower  taxes),  plus  the  anticipated  en- 
try of  Britain  into  the  European  Com- 
mon Market;  and  3)  the  absence  of 
several  nonrecurring  factors  that  held 
back  1971  earnings,  cximbined  with 
the  beneficial  impact  of  expanded 
plant  capacity  and  from  new  products. 

Heahhy  Skepticism 

There  are  currently  three  invest- 
ment irritants:  1)  Since  March,  there 
has  been  a  sharp  decrease  in  buying 
interest  and  a  sharp  increase  in  selling 
pressure  that  is  not  reflected  in  the 
popular  averages.  2)  May  is  seldom 
a  good  month:  The  market  declined 
in  seven  of  the  past  ten  years,  was 
stationary  in  two  others.  3)  With  the 
anticipatory  factor  in  stock  prices 
greater  than  ever  before,  there  is  some 
question  as  to  how  much  of  even  a 
bright  future  has  already  been  dis- 
counted. Thus,  I  would  not  be  sur- 
prised if  coming  weeks  are  similar  to 
the  March  stock-price  pattern  when 
there  was  a  month-long  digestion  of 
the  previous  advance,  when  there 
were  recurrent  whipsaws  in  specula- 
tive psychology  as  individual  excesses 
were  corrected  and  individual  issues 
shifted  direction.  On  longer  view,  how- 
ever, I  regard  today's  skepticism  as 
healthy,  for  the  broad  tide  is  still 
cpming  in.  In  turn,  this  should  limit 
the  extent  of  any  pause  for  refresh- 
ment and  permit  recognition  of  the 
individual  issue  success  stories  which 
are  steadily  developing.  ■ 


267th  common  DIVIDEND 


A  regular  dividend  of  Fifty-seven  and  Two-tenths  Cents  (57.2^) 

per  share  has  been  declared  upon  the  Common  Stock  of 

American  Brands,  Inc.,  payable  in  cash  on  June  1,  1972, 

to  stockholders  of  record  at  the  close  of  business  May  10,  1972. 

Checks  will  be  mailed. 


April  25, 1972 

OPtRATINC  UNITS 


C.  A.  Mehos,  Vice  President  and  Treasurer 


GALLAHER     LIMITED 


»llamrs  %.M  cam  jllistillmtt  &. 
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/A/C- 


The  Andhew  .Icrgen.s  Company 


Master  Lock  Company 

Sunshine  Biscuits,  mc. 


VISIBLE      RECORDS.  INC. 


DUFFY -MOTT   COMPANY.  INC. 

AMERICAN  BRANDS,  INC.,  245  PARK  AVENUE,  NEW  YORK,  NY.  10017 


fcldpfc 

"     send  for  tree  prospectus 

The  Prospectus  and  literature  we  will  send 
you  tells  you  not  only  about  the  performance 
record  of  Energy  Fund  as  of  our  latest  shareholder 
report,  but  also  about  •  the  cost  of  management 

•  the  name  and  company  positions  of  Energy 
Fund's  directors  and  advisors  •  the  list  of 
stocks  in  which  Energy  Fund  has  Invested 
as  of  our  latest  report  •  the  objectives, 
investment  policies  and  investmant  restrictions 
of  Energy  Fund  •  selling  and  redemption 
rights  •  allocation  of  brokerage  •  annual  rate 
of  portfolio  turnover  •  the  arrangements 
made  for  safekeeping  of  Energy  Fund's 
portfolio  securities  and  cash- 

•  and  more 


NO  LOAD 

NO  SALES  COMMISSION 
NO  REDEMPTION  FEES 


Enerfy  Fund  120  Broadway,  N.  Y.  10009  Dapt  ZF   i 

(212)  344-5300  I 


Please  send  me  ttia  FfH  prttpaetui  and  Mtaratura 

on  ENERGY  FUND, 
city 


-SUtt- 


-2lp- 


A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 

NEW  ERA 
FUNDING 

Objective:  Capital  Appreciation. 

The  Fund  will  seek  long-term  capi- 
ta! growth  by  investing  in  com- 
panies operating  in  areas  believed 
to  be  promising. 

NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

For  free  prospectus  write  or  call:  ' 


Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Dept.  A6 
Baltimore,  Maryland  21201  (301)  539-1992 


Name- 


Address- 
City- 
Zip  Coda- 


-State. 


FORBES,  MAY  15,   1972 


275 


3,250  Stocks 

Tabulated 

and  Charted 

•  3,250  issues  tabulated,  up  to  48 
columns  of  information  and  a  chart  on 
each  issue.  Vital  financial  facts.  Rela- 
tive Price  and  Trend  to  Market  fig- 
ures for  each  issue  •  Six  Price  and 
Volume  rankings  that  show  you  where 
the  action  is.  Full  NASDAQ  listings. 
Price  and  Volume  •  Industry  action 
tables,  plus  charts  •  NYSE  Converti- 
ble and  Straight  Interest  Bonds,  with 
major  calculations  performed  for 
you. 

Special  Bonus  —  Take  any  of  the 
offers  below  and  receive  a  special  14- 
Page  Industry  Report  showing  all 
tabulated  and  charted  issues  as  of 
March  30,  by  Industry  Group,  with 
many  statistical  facts  not  shown  in 
The  Weekly. 


The<^^'nnancial>/\feekly 


PO   BOX  26565,  OEPT    912 
RICHMOND,  VA.  23261 


Four  Weeks  D$3.50 
Introductory  Offer 

{  Regular  Rates S85,  Savings41%) 
n  only  150(1  Year) 

OBtll  We 

Name 

Tille 


a  $7.50  By  Air 
By  Air  Introductory 

{Regular  Air  Rates)35} 
DOnlySIOOd  Year) 
D  Payment  Enclosed 


Foreign   rates   available  on   requesj  (Subscription   may   not   be 
assigned  without  subscribers  consent, ) 


SAVE  YOUR 

HEART 

WITH . . . 


STAIR-GLIDE^ 


RENTAL-PURCHASE   PLAN   AVAILABLE 

Installs  in  less  than  two  hours.  No  marring  walls  or 
stairway.  No  special  wiring.  Tax  deductible  when 
recommended  by  a  physician.  Costs  about  8(  a  week 
to  operate.  Guaranteed. 

USED  BY  THOUSANDS:  CARDIAC  PATIENTS  •  SENIOR 

CITIZENS    •    POST    OPERATIVES    •     PARALYSIS    • 

WIFE  SAVER  •   RESTRICTED   PHYSICAL  ACTIVITIES. 

WRITE  FOR  FREE  BROCHURE 

AMERICAN  STAIR-GLIDE  CORP. 

201  W.  80th  Terr..  Dept.  F-5     Kansas  City.  Mo.  64114 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


ABRAHAM  &CO. 

Mimbars  New  York  Stxk  Eichania ,  Inc. 

and  olhir  ludini  Eichmin 

120  Broidwiy,  Naw  York,  N,  Y,  lOOOS 


WALL  STREET  VIEW 

By  Robert  Stovall 


Sick,  Sick  Cyclicals  No  iWore 


On  May  23  this  year  the  present  bull 
market  will  be  two  years  old,  and  the 
anniversary  coincides  with  the  end  of 
the  six-month  waiting  period  for  those 
astute  and  lucky  people  who  bought 
stocks  at  the  November  low  and  who 
may  now  be  disposed  to  take  or  es- 
tabhsh  some  dandy  profits.  I  have  no 
way  of  knowing  the  military  fate  of 
Saigon,  nor  do  I  know  how  success- 
ful Richard  Nixon's  trip  to  Moscow  will 
be  or  if  he  will  even  go.  I  do  sense, 
however,  that  there  will  be  setbacks 
of  the  market  before  the  DJI  broaches 
the  1000-point  barrier. 

Yet  I  feel  reasonably  optimistic  still 
about  the  course  of  stock  prices.  The 
powerful  forward  thrust  of  corporate 
eaiTiings,  accompanied  by  plentiful 
funds  to  borrow,  and  interest  rates 
which  are  high  but  not  extreme  are 
the  prime  ingredients  for  my  contin- 
ued optimism.  Rather  than  experience 
protracted  swooning  spells  over  recur- 
ring scare  headlines,  the  stock  mar- 
ket has  so  far  only  hiccuped  and 
proceeded  on  about  its  business  of 
moving  higher. 

Why  Growth  Stocks? 

Relating  the  standard  economic 
forecast  to  the  stock  market,  one  no- 
tices a  glaring  inconsistency  in  price 
performance.  Growth  stocks  have  out- 
sprinted  the  standard  issues  by  a  no- 
ticeable margin  since  the  big  rally  got 
under  way  last  November.  Growth 
stocks  are  expected  to  do  relatively 
well  during  times  of  questionable  eco- 
nomic growth  as  their  definition  in- 
cludes a  10%  to  15%  growth  rate  u- 
respective  of  the  environment.  But  if 
a  10%  to  20%  overall  corporate  profits 
gain  is  anticipated  for  1972  with  per- 
haps almost  as  good  a  rate  of  gain 
next  year,  why  the  price  discrepancy? 
It  can  be  concluded  that  cyclical  stock 
earnings,  having  been  depressed  since 
1968,  will  probably  show  a  rate  of 
gain  superior  to  the  average  expecta- 
tion during  the  next  four  to  eight 
quarters.  In  short,  cyclical  companies 
may  show  20%  to  30%  earnings  gains, 
while  the  growth  stock  paragons  come 
through  with  performances  at  only 
half  that  rate  of  gain.  Why  then  the 
fixation  for  growth  stocks? 

The    answer    is    an    institutionally 

Mr,  Stovall  is  a  vice  president  of  the  NYSE  firm 
of  Reynolds  Securities  Inc, 


dominated  stock  market;  institutions 
and  inteiTTiediaries  accounted  for  59.7% 
of  public  share  volume,  and  68.2%  of 
the  dollar  value  of  public  trading  dur- 
ing the  first  six  months  of  1971.  Since 
institutional  portfolio  managers  with 
below  average  records  have  a  muzzle 
velocity  roughly  equivalent  to  that  of 
baseball  team  managers  with  losing 
seasons,  it  is  no  surprise  that  foUow- 
the-leader  tactics  are  generally  prac- 
ticed, and  very  few  money  managers 
try  to  be  all  that  different.  Conformity 
over  the  past  six  months  has  dictated 
a  growth-stock  program  almost  to  the 
exclusion  of  cyclicals.  Oil  and  utility 
portions  of  the  program  were  liqui- 
dated even  as  growth  stocks  were  be- 
ing accumulated. 

The  Demanding  Cyclicals 

It  is  so  simple  to  be  a  growth  stock 
investor.  A  money  manager  need  but 
make  one  decision  if  he  is  committed 
to  growth  stocks  only,  namely,  which 
ones  to  add  to  his  buy  list.  Once  the 
sacred  names  of  Avon  Products,  IBM, 
Polaroid  and  Xerox  join  his  list  of 
favorites,  they  need  only  to  be  added 
to  in  the  future.  Investing  for  per- 
formance in  the  cyclical  categories  is 
much  more  demanding.  Actually  the 
manager  has  three  chances  to  be 
wrong  rather  than  one:  when  he  buys 
a  cyclical  stock,  when  he  sells  it  and 
when  he  transfers  his  assets  into  yet 
another  candidate. 

Eveiyone  agrees  that  the  price/ 
earnings  multiples  on  growth  stocks 
are  grotesquely  high  at  this  time.  Per- 
haps it  was  fear  of  going  over  the 
brink  with  growth  stock  portfolios 
which  has  been  causing  some  mutual 
fund  holders  to  liquidate.  Or  perhaps 
they  are  just  bored  and  would  prefer 
to  strive  for  better  values  on  their  own 
cyclical  growth  stocks. 

I  can  oblige  with  a  few  cyclical 
ideas  that  appeal  to  me.  Actually,  I 
feel  that  from  this  time  through  the 
end  of  the  year  certain  cyclical  cate- 
gories are  going  to  give  superior  per- 
formance to  the  growth  list.  The  oil 
industry  was  the  poorest  performing 
major  industry  group  in  the  first  quar- 
ter of  1972,  and  yet  it  remains  the 
industry  with  the  most  investment  dol- 
lars committed  to  it.  Political  hotfoots 
administered  by  producing  countries 
and  a  warm  winter  have  contributed 
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An  Antipollution  Emphasis 

The  abrasives  industi->  is  about  as 
sensitive  as  any  to  the  business  cycle, 
as  its  sandpapers,  abrasive  beltings  and 
grinding  wheels  are  consumed  in  the 
process  of  manufacture.  A  specialist 
in  materials  having  high  temperature 
thermal  shock  and  corrosion  resistant 
quaUties,  Carborundum  (CBO-63) 
produces  a  constant  flow  of  new  prod- 
ucts combining  these  technological 
skills.  In  recent  years  considerable 
managerial  attention  has  been  given 
to  antipollution  activities.  Some  12% 
af  total  sales  are  derived  from  this 
irea,  a  lesser  proportion  of  profits.  As 
uiy  literate  citizen  knows  by  now, 
practical  men  no  longer  treat  conser- 
irationists  with  the  same  blend  of  in- 
dulgence and  irritation  which  they  ex- 
:end  to  vegetarians,  Esperantists  and 
)ther  estimable  eccentrics.  Carborun- 
ium's  emphasis  in  this  area  therefore 
;eems  well  placed.  About  one-third 
)f  its  business  is  overseas,  and  that  is 
leavily  weighted  toward  abrasives. 
Following  a  first  quarter  that  was 
Hindered  by  tlie  British  coal  strike 
md  strikes  in  the  West  German  metal 
ndustry.  Carborundum  will  probably 
show  earnings  of  around  $4  a  share 
)r  better  for  the  coming  year  as  com- 
>ared  with  $3.15  earned  from  oper- 
itions  in  1971. 

Norton  Co.  (NRT-38),  the  largest 
actor  in  the  industry,  reported  67 
:ents  a  share  for  the  first  quarter  vs. 
59  bents  even  though  domestic  price 
ncreases  did  not  begin  to  benefit  the 
ibrasives  industry  until  April.  Like 
[Carborundum,  Norton  has  diversified 
nto  a  number  of  potentially  profitable 
ureas  based  on  its  technology  back- 
^iind.  Norton  derived  over  $100  mil- 
iom  of  its  1971  sales  base  of  $347  mil- 
lion from  sales  from  diversified  prod- 
:acts.  This  year  earnings  are  expected 
j:o  exceed  $2.50  a  share  as  compared 
l-vith  $1.92  a  share  from  operations  in 
11971.  Both  Carborundum  and  Nor- 
on  pay  indicated  annual  dividends 
bf  $1.50  a  share. 

I  Other  cyclically  sensitive  industries 
|.vith  appeal  are  airlines,  coal,  auto 
parts,  nonferrous  metals  and  steel.  ■ 
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How  to  place  your  portfolio 

under  investment  management 

starting  with  as  little  as  $5,000 

Here  are  the  five  simple  steps  you  take  to  place  your  portfolio  under 
The  Danforth  Associates  Investment  Management: 


1.  Send  for  our  42-page  booklet 
describing  this  tested  plan.  There  is 
no  obligation.  No  one  will  call  you. 
We  serve  clients  in  at  least  64 
countries  solely  by  correspondence. 

2.  Study  our  procedures.  See  how 
we  will  try  to  help  your  capital 
grow  by  carefully  supervising  your 
investments  in  leading  common 
stocks.  Compare  the  15-year  "Per- 
formance Record"'  of  all  funds  we 
have  managed. 

3.  Tell  us  the  amount  of  money  in 
cash  or  security  values  you  want 
us  to  manage,  how  you  want  divi- 
dends and  fees  handled  and  other 
helpful  data. 

4.  Open  your  own  brokerage  ac- 
count with  a  large  NYSE  Member 
Firm   which   has   a   special   office 


serving  only  Danforth  clients.  Give 
them  limited  power  to  accept  in- 
structions from  us  —  with  transac- 
tions in  your  name  only. 

5.  From  this  point  on,  our  analysts 
will  make  decisions  to  try  to  help 
your  capital  grow.  As  in  any  selec- 
tion of  investments,  losses  do  and 
will  occur,  but  you  will  know  their 
decisions  promptly.  You  receive 
monthly  accountings  and  quarterly 
evaluations.  You  can  withdraw  at 
any  time. 

The  plan  thus  far  has  proved,  we 
believe,  especially  efficient  in  su- 
pervising portfolios  starting  with 
from  $5,000  to  $50,000.  To  take 
your  first  step  now,  simply  write 
"send  booklet"  with  your  name 
and  address  and  mail  to  Dept.  S-96. 


THE  Danforth  Associates 

Wellesley  hills,  Mass.,  U.S.A.  o2i8i 

•aaa^  Investment  Management  •  Incorporated  1936  iS^^aa 


"LEARN  HOW  YOU  CAN 

INVEST  & 


MEXICO'' 

Completely  new  guide  to 
high  yields  and  comfortable 
retirement  now  being  written. 
This  22  chapter  handbook 
gives  practical  advice  on 
how  to  benefit  from  Mexico's 
grov\4h  and  opportunities. 
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CARL  D.  ROSS 

Rf FORMA  336     MEXICO  •,  O.r. 

■   Enclosed  is  $4.95.  Reserve 
my  copy  for  Spring  delivery. 
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ADDRESS 
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NICHOLAS 

STRONG 
FUND,  INC 

A  NO-LOAD  FUND 


Objective:  possible  capital 
appreciation 

For  free  prospectus  mail 
this  coupon  to; 


NICHOLAS 
STRONG 
FUND,  INC. 

312  East 

Wisconsin  Avenue 
Milwaukee, 
Wisconsin  53202 


Name 


Address 


City 


State 


Zip 


F-5/72 


277 


GROWTH  INDUSTRY  SHARES 

I  a  no-load 

mutual  fund 


Investment  adviser 

William  Blair  &  Company 
For  GIS  prospectus 

mail  coupon  or  phone  (312)  346-4830 


I 
I 
I 
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Growth  Industry  Shares,  Inc.  Rm.  2903 
135  S.  LaSalle  SI.,  Chicago,  IL  60603 


Address- 
City 


-State- 


-Zip- 


I 

I 

I 
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DIVIDEND  NOTICE 

More  than  780,000  owners  of 
Standard  Oil  Company  (New 
Jersey)  will  share  in  the  earn- 
ings of  the  Company  by  a  divi- 
dend of  950  per  share  declared 
April  26,  1972  and  payable  June 
10,  1972  to  shareholders  of  rec- 
ord May  10,  1972. 

1972  is  the  90th  consecutive 
year  in  which  cash  dividends 
have  been  paid. 

Standard  Oil  Company 

(New  Jersey) 


^ 


CdmmonStock 
Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  April  20,  1972, 
declared  a  regular  quarterly  divi- 
dend of  fifty-two  cents  (52c)  per 
share  on  the  Corporation's  Com- 
mon Stock.  This  dividend  is  pay- 
able May  31,  1972,  to  stockholders 
of  record  May  1,  1972. 

LeROY    J.    SCHEUERMAN 

Secretary  and  Treasurer 

Central  AND  South  West 
Corporation 

Wilmington,  Delaware 
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OVERSEAS  COMMENTARY 

By  Walter  Oechsle 


v! 


A  Second  Chance 


Hovi'  MANY  TIMES  have  you  kicked 
yourself  for  not  having  invested  in 
(and  held  onto)  Xerox  15  years  ago, 
IBM  30  years  ago,  TWA  one  year  ago 
or  even  Alaska  Interstate  or  Austral 
Oil  just  a  few  weeks  ago? 

There  are  many  reasons  for  invest- 
ing abroad.  At  this  time  I  merely  want 
to  point  out  that  on  occasions  foreign 
markets  or  stocks  provide  a  second 
chance  to  make  up  for  one's  sins  of 
omission  in  the  U.S. 

As  I  see  it,  the  reason  is  quite  sim- 
ple: Foreign  investors  are  not  as  alert 
or  sophisticated  as  their  U.S.  counter- 
parts, nor— and  this  might  be  consider- 
ably more  important— are  they  as  spec- 
ulatively inclined.  Take  technology  for 
instance.  The  Europeans  have  insisted 
for  years  that  Xerography  wasn't  much 
more  than  a  fad,  that  competition 
would  shortly  have  a  severe  impact 
on  profit  margins  and  possibly  even 
put  Rank-Xerox  out  of  business.  Mean- 
while, Rank  has  been  an  awfully  good 
investment,  consistently  outperform- 
ing Xerox  both  economically  and  on 
the  stock  market.  In  other  words,  if 
you  had  not  participated  in  Xerox  un- 
til 1966  (the  stock  has  less  than  dou- 
bled since  then),  you  could  still— in 
1966— recoup  by  investing  in  the  same 
concept  in  Europe  and  make  some- 
where between  5  and  10  times  your 
original  investment. 

The  Unequated  IBM 

Of  course,  if  this  worked  all  the 
time  it  wouldn't  be  any  fun.  But  don't 
worry,  I'm  not  really  proposing  a  bor- 
ing, foolproof  system!  For  instance, 
there  was  no  way  that  I'm  aware  of  in 
which  you  could  have  made  up  for 
having  missed  IBM. 

I  do  think,  however,  there  is  a  rea- 
sonable approach  to  this  theory,  so  try 
to  bear  with  me.  The  following  points 
ought  to  be  considered:  1)  Are  we 
looking  at  a  long-term  or  short-term 
trend?  Rank  vs.  Xerox  obviously  called 
for  a  long-teim  approach. 

2)  Is  it  a  question  of  fundamentals 
or  a  fad?  Not  every  success  story  in 
the  U.S.  automatically  repeats  itself 
in  Europe  or  Japan.  Remember  the 
bowling  boom  and  the  sensational 
stock  market  perfomriance  of  AMF 
and   Brunswick   in  the  early  Sixties? 

Mr.  Oechsle  is  a  vice  president  of  Arnhold  & 
S.  Blelchroeder,   Inc.,  investment  baniiers. 


There  were  high  hopes  and  fantastic 
projections  for  a  repeat  in  Europe. 
But  if  you  had  bet  on  it  you  were  dis- 
appointed. On  the  other  hand,  bowl- 
ing has  become  a  sensational  success 
in  Japan  during  the  past  two  years. 
This  illustrates  one  general  rule:  Oth- 
er things  being  equal,  U.S.  trends  or 
fads  are  more  apt  to  repeat  themselves 
in  Japan  than  in  Eturope. 

3)  Are  we  dealing  with  economic 
reality  and  its  reflection  in  the  stock 
market  or  a  mere  investor  psychosis? 
I  am  referring  to  the  invention  of  a 
"gismo,"  the  usefulness  of  which  may 
be  very  limited. 

Some  of  these  criteria  may  ap- 
pear farfetched;  others  are  so  obvious 
that  it  is  hard  to  believe  they  can 
work.  One  instance  of  the  latter  type 
happened  VA  years  ago  when  the 
Phillips  Petroleum  syndicate  discov- 
ered the  giant  Ekofisk  oil  and  gas  field 
in  the  North  Sea.  It  was  quite  obvious 
from  the  outset  that  Ekofisk  would 
have  a  much  greater  impact  upon  the 
fortunes  of  Belgium's  Petrofina  than  on 
Phillips.  Yet  Phillips  Pete  made  the 
initial  move,  while  Petiofina,  which 
I  recommended  some  six  months  after 
the  discovery,  has  risen  steadily  ever 
since.  It  is  now  selling  at  $105  per 
share  as  compared  to  $70  a  year  ago. 
The  exposure  to  the  North  Sea  dis- 
covery per  dollar  invested  in  Petro- 
fina is  still  considerably  greater  than 
in  Phillips. 

In  all  of  the  cases  mentioned  so  far, 
we've  been  talking  past  rather  than 
future.  Rank  may  continue  to  outper- 
form Xerox,  but  I  do  not  expect  it  to 
be  anywhere  near  the  4  to  1  margin 
of  the  past  five  years.  Fuji  Photo,  a 
"third  generation  play"  on  Xerography, 
may  outperform  Rank,  but  again  most 
likely  by  only  a  small  margin.  The  fu- 
ture performance  of  Petrofina  vs.  Phil- 
lips Petroleum  will  probably  depend 
on  factors  not  related  to  the  North  Sea. 

All  this  philosophizing  is,  of  course, 
no  more  than  an  introduction  to  the 
presentation  of  an  interesting  invest- 
ment idea  that  fits  a  number  of  the 
points  discussed.  I'm  referring  to  UU 
tramar  (ADR  $10.50),  the  British-in- 
corporated, American-headquartered 
oil  company  with  its  most  important 
operations  in  Canada,  the  U.S.  and,  in 
the  very  near  future,  Indonesia. 

You  may  have  noted  some  rather 
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Limited  Risk 

Depending  on  the  ultimate  deter- 
ination  of  the  size  of  the  discovery, 
imings  per  sliare  of  Austral,  once 
e  field  goes  into  full  production  in 
374-75,  would  be  a  minimum  of  70 
fnts  and  possibly  as  much  as  $5.50. 
or  Alaska  Interstate  (which  has  a 
limber  of  other  irons  in  the  fire),  the 
nge  is  16  cents  to  $1.25  per  share, 
id  for  Ultramar  35  cents  to  $2.70 
;r  share.  Depending  on  the  e.xercise 
various  options,  the  figures  for  Alas- 
Interstate  and  \'irginia  Interna- 
snal  could  be  substantially  larger. 
ill,  it  seems  to  me  that  current  mar- 
;t  prices  of  the  various  stocks  dis- 
>unt  the  Indonesian  prospects  of  Ul- 
amar  far  less  than  those  of  its  part- 
Jrs.  In  Ultramar  I  like  the  earnings 
owth  at  a  compound  rate  of  better 
an  20%  for  five  years,  also  earnings 
■ospects  for  1972  of  55  cents  to  60 
!nts  per  share.  The  combination  of 
lese  factors  indicates  rather  limited 
iwnside  risk. 

In  other  words,  if  you  are  normal- 
■  inclined  to  speculate  in  stocks  like 
ffistral  Oil  and  Alaska  Interstate  but 
el  unhappy  about  having  missed 
em,  Ultramar  does  provide  some- 
ling  rather  unusual  in  the  investment 
isiness— a  second  chance.   ■ 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  this  security. 
The  offering  is  made  only  by  the  Prospectus. 


April  26,  1972 


1,245,000  Shares 

i[FHutton 

E.  F.  Hutton  &  Company  Inc. 
Common  Stock 


The  public  offering  price  has  been  determined  by  E.  F.  Hutton  &  Company 
Inc.  pursuant  to  a  requirement  of  the  National  Association  of  Security 
Dealers,  Inc.  that  such  price  be  no  higher  than  that  recommended  by  two 
independent  investment  banking  firms.  Lehman  Brothers  and  Merrill  Lynch, 
Pierce,  Fenner  &  Smith  Incorporated,  who  are  not  participating  in  the 
distribution,  were  the  firms  making  the  recommendations  as  to   price. 


Price  $23.50  Per  Share 


Copies  of  the  Prospectus  may  be  obtained  from  the  undersigned  only  in 
states  in  which  the  Prospectus  may  be  legally  distributed  or  from  other 
dealers  or  brokers  who  may  lawfully  offer  this  security  in  such  states. 


E.  F.  Hutton  &  Company  Inc. 


RjJReynolds  Industries,  Inc. 


Common  Stock  Dividend 

A  quarterly  dividend  of  62.4  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company, 
payable  June  5,  1972  to  stockholders  of  record  at 
the  close  of  business  May  10,  1972. 

WILLIAMR.  LYBROOK 

Senior  Vice  President  and  Secretary 
Winslon-Salem,  N.  C,  April  20,  1972 

Seventy- Two  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 
Food  Products 
Fruit  Juice  Beverages 
Aluminum  Products 


Packaging  Materials 

Containerized  Freight  Transportation 

Internalional  Petroleum 
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T.ROWE  PRICE 
GROWTH  STOCK 
^FUHDJNC. 

t.  1950 

A  NO-LOAD  FUHD 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  Invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


I  T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

I    One  Charles  Center,  Dept  A6 
Baltimore,  Md.  21201  Phone  (301)  539-1992 

IMtffCSI . ^^_ 
— 2iD 


44Sth  Dividend 

Pullman 
Incorporated 

Quarterly  Cash  Dividends 
Consecutively  Paid 
For  Over  104  Years 

A  quarterly  dividend  of  fifty 
cents  (500)  a  share  will  be 
paid  June  14,  1972,  to  stock- 
holders of  record  May  12, 
1972. 

SAMUEL  B.  CASEY,  JR. 

President 

Divisions 

Transportation  Equipment 

Pullman-Standard 

Trailmobile 

Engineering /Construction 

The  M.  W.  Kellogg  Company 

Swindell-Dressier  Company 

Principal  Subsidiaries 

Pullman  Transport 

Leasing  Company 
The  Canadian  Kellogg 

Company,  Limited 
Kellogg  International  Corp. 
Trailmobile  Finance  Company 
Canadian  Trailmobile  Limited 
Traitor,  S  A.  (France! 
Empresas  Tecnicas  Asociadas 

Pullman,  S.A.  (Mexico) 
Berry  Metal  Company 
Aloe  Coal  Company 
F.  C.  Torkelson  Company 
Mahon  Industrial  Corporation 


MARKET  TRENDS 

by  Gerald  M.  Loeb 


Now  You  See  'Em,  Now  You  Don't 


We  hear  a  lot  these  days  about  im- 
proving the  integrity  of  brokers  and 
dealers.  This  is  as  it  should  be. 

The  integrity  of  the  management  of 
corporations  is  of  equal  importance. 

"Eighty-three  million  dollars  down 
the  drain." 

"Extraordinary  write-down  of  $48 
million." 

Write-offs  such  as  these  have  been 
almost  an  everyday  occurrence  this 
year  and  last.  Most  of  them  do  not 
refer  to  cmrent  losses  but  represent  a 
correction  of  misstated  and  mislead- 
ing "profits"  incorrectly  reported  as 
earned  over  a  period  of  perhaps  three 
to  five  years.  The  investor  should  not 
be  required  to  be  his  own  auditor. 
The  single  figure  he  relies  upon  the 
most  in  selecting  his  security  holdings 
is  earnings  per  share.  It  should  be  ac- 
curate and  not  subject  to  major  ad- 
justments at  a  later  date,  or  hedged 
with  confusing  footnotes. 

In  this  respect  we  have  made  less 
progress  than  we  think.  My  first  ex- 
perience with  misleading  accounting 
came  in  1929,  when  prices  started 
to  collapse  and  the  reasons  therefor 
began  to  appear,  and  we  had  the 
Krueger  and  Tolls,  the  Insulls,  the 
Hopsons.  The  causes  of  these  col- 
lapses, in  which  investors  lost  for- 
tunes, varied.  None  would  have  hap- 
pened with  proper  accounting. 

False  Reporting 

Today  we  have  our  occasional  out- 
standing fraud,  but  much  more  fright- 
ening is  the  general  acceptance  of 
what  is  politely  called  "managed  earn- 
ings." Its  effect  on  investors  is  nearly 
as  bad  as  the  cases  of  outrieht  fraud. 
This  "management"  in  reality  is  sim- 
ply false  reporting.  It  is  apparently 
accepted  without  any  significant  re- 
bellion on  the  part  of  stockholders 
and  only  rare  castigation  on  the  part 
of  the  financial  press  or  action  by  reg- 
ulatory authorities. 

Investors  will  always  make  money 
and  lose  money.  We  live  in  a  world 
of  risk  in  everything  we  do.  But  losing 
because  of  improper  accounting  is 
preventable. 

I  well  remember  "Doctor"  F.  Don- 
ald Coster.  He  was  the  respected 
head  of  the  McKesson  &  Robbins  drug 

A  guest  columnist,  Mr.  Loeb  Is  with  the  NYSE  firm 
E  F.  Hutton  &  Co. 
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firm  until  his  unmasking  in  1938.  This 
is  a  classic  story  of  audits  that  did 
not  audit. 

McKesson  &  Robbins  were  basical- 
ly manufacturing  druggists.  Their  ex- 
pansion under  Coster  included  the 
acquisition  of  something  like  two 
dozen  wholesalers  from  coast  to  coast. 
These  were  mostly  bought  with  Mc- 
Kesson &  Robbins  stock.  Some  time  in 
1930  I  received  a  telephone  call  from 
my  partner,  Gordon  B.  Crary  Sr.,  in 
Los  Angeles.  His  Los  Angeles  friends 
suggested  that  E.F.  Hutton  &  Co.  in 
New  York  contact  Coster.   - 

I  gave  Coster  a  ring  and  he  in- 
vited me  to  visit  him  at  their  plant  in 
Fairfield,  Conn.  He  had  all  the  ap- 
pearance of  a  German  chemist.  I 
particularly  remember  his  square- 
cut,  steel-rimmed  glasses.  Mr.  Coster's 
principal  topic  concerned  the  various 
wholesalers  around  the  country  who 
wished  to  turn  their  McKesson  hold- 
ings into  cash.  The  market  was  not 
always  sufficiently  broad  to  absorb 
the  shares.  Our  meeting  resulted  in 
setting  up  a  McKesson  &  Robbins  trad- 
ing account.  Later  we  set  up  several 
more  such  accounts.  As  manager,  I 
put  the  account  short  of  McKesson 
shares.  One  reason  was  my  mistrust  of 
the  general  stock  market.  A  second 
reason  was  the  expectation  that  blocks 
of  McKesson  shares  would  come  into 
the  market  for  sale. 

The  stock  market  went  down  and 
McKesson  went  down.  By  1932  the 
price  was  to  reach  its  panic  low  of 
1/2.  I  stayed  short  for  the  accounts  all 
the  way.  Every  now  and  then  I  was 
forced  to  cover  my  position  by  pur- 
chasing the  blocks  of  stocks  that  came 
into  the  market  for  sale  from  the  for- 
mer wholesalers.  In  1933  the  situa- 
tion looked  better.  The  market  was 
turning.  Prohibition  was  on  the  way 
out.  I  began  to  turn  my  position  long. 

Mr.  Coster's  conduct  in  our  busi- 
ness relations  during  this  period  was 
meticulously  correct.  Then,  in  1937,  I 
told  Mr.  Coster  I  had  difficulty  buy- 
ing as  much  stock  as  easily  and  cheap- 
ly as  I  would  like.  He  responded  by 
asking  me  whether  I  would  like  him 
to  circulate  some  "receivership" 
rumors.  This  was  a  bombshell.  I  had 
never  heard  of  the  president  of  a 
company  suggesting  that  he  falsely 
put  out  bad  news  in  order  to  acquire 
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THIS    SPACE    CONTIiaUTCO    BT    THI    PUBLISKEi 

A 
HESSASE 

FOR 
DADDIES 


Get  yourself  a  good,  thorough 
examination  once  a  year.  Once  a 
year,  let  your  doctor  really  look 
you  over.  It'll  take  a  little  time, 
and  a  little  patience.  And  maybe 
he'll  poke  around  a  little  more 
than  you'd  really  like.  And  so  he 
should. 

The  whole  idea  is  to  keep  you 
healthy.  If  nothing's  wrong  (and 
more  than  likely,  there  isn't)  hoo- 
ray! Come  back  next  year.  But  if 
anything's  suspicious,  then  you've 
gained  the  most  important  thing  of 
all:  time. 

We  can  save  1  out  of  2  persons 
when  cancer  is  caught  in  time, 
caught  early.  That's  a  good  thing 
to  know.  All  Daddies  should  know 
how  to  take  care  of  themselves  so 
that  they  can  have  the  fun  of  tak- 
ing care  of  their  kids.  Don't  be 
i afraid.  It's  what  you  don't  know 
that  can  hurt  you. 
AMERICAN  CANCER  SOCIETY 


SOUTHERN 

NATURAL  GAS 

COMPANY 

Birmingham.  Alabama 

Cpmmon  Stock  Dividend  No.  133 

A  regular  quarterly  dividend  of  35 
cents  per  share  has  been  declared 
on  the  Common  Stock  of  Southern 
Natural  Gas  Company,  payable 
June  14,  1972  to  stockholders  of 
record  at  the  close  of  busi- 
ness on  May  31,  1972. 


RONALD  L.  KUEHN,  )R. 
Secretary 

Dated:  April  28,  1972 
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shaie.s.  I  persuaded  him  to  give  up 
the  idea.  1  was  also  alerted  to  a  part 
of  his  character  o£  which  I  had  no 
previous  knowledge. 

McKesson's  stock  rallied  to  13/i. 
The  acquisition  by  the  company  of 
Hunter's  "Fiist  Over  the  Bars"  whiskey 
had  something  to  do  with  it.  But 
Coster  and  I  drifted  apart. 

In  December  of  1938  the  explosion 
came.  McKesson  went  bankrupt.  Mr. 
Coster  was  using  an  assumed  name; 
his  real  name  was  Musica.  The  com- 
pany's reports  were  shown  to  have 
been  false  and  the  stock  declined  to 
under  a  dollar. 

The  McKesson  debacle  occurred 
because  something  like  SIO  million  in 
inventory  and  S8  million  in  accounts 
receivable  were  nonexistent.  The 
goods  simply  weren't  there.  No  one 
had  e\en  checked  to  sec  if  they  were. 
The  companv  was  reorganized  under 
new  management  and,  today,  is  pros- 
perous under  the  name  of  Foremost- 
McKesson. 

Today  s  scenai  ios  are  less  dramatic. 
Soiue  of  the  reports  made  to  stock- 
holders aie  fraudulent  and  some  are 
not.  Some  are  subject  to  class  ac- 
tions and  some  are  not.  The  salad  oil 
scandals.  Black  .\ngus  Farius,  FAS 
International,  National  Student  Mar- 
keting and  the  like  get  the  publicity. 

But  there  are  many  staggering 
write-olis  from  companies  like  Ampex, 
American  Standard,  Boise  C^ascade, 
Collins  Radio,  Memoiex,  Occidental 
Petroleum,  etc.  Fraud  is  not  involved, 
but  huge  investor  losses  arc  involved. 

The  Need  To  Know 

Investors  must  be  protected  lioiii  this 
sort  of  thing.  This  can  only  l)e  brouglit 
about  by  concerned  action  on  the 
part  of  the  New  York  Stock  Ex- 
change, the  National  Association  of 
Security  Dealers,  the  Securities  bi- 
dustry  .\ssociation,  the  Accounting 
Principles  Board,  the  Securities  &  Ex- 
change C4)mmissi()n,  etc. 

It  is  encouraging  to  note  that  in 
the  National  Student  Marketing  case 
the  sec;  is  contending  that  the  com- 
pany's auditors  and  counsel  must  de- 
fend their  actions  in  concealment  of 
the  company's  difficulties.  So-called 
"investor"  and  "stockholder"  relations 
firms,  plus  advertising  agencies,  are 
going  to  be  held  accountable. 

An  obvious  step  would  be  to  limit 
the  teniue  of  "independent"  certified 
accountants  to  a  single  year,  thus  in- 
suring their  independence. 

We  are  dealing  with  the  conceal- 
ment of  trends  developing  three  to 
five  years  prior  to  seeing  the  light  of 
day.  Surely  management  knew  about 
them  before  it  told  stockholders.  Is  it 
any  wonder  that  the  stock  market 
has  developed  a  credibility  gap?  ■ 


J^^^L  Investments  Geared  to  America's  Future 

^^ Johnston 

Mutual  ¥kmd 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (KeoghAct) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund,  Inc. 
460  Park  Ave.,  N.Y.C.  10022    Dept.  C 
Phone:  (212)  679-2700 

NAME 


ADDRESS . 


Panhandle 
Eastern 

Pipe  Line  Company 
Houston,  Texas  77001 

Quarterly  Dividend 
450  per  Common  Share 

Payable  June  15, 1972 
Record  May  31, 1972 
Declared  April  26, 1972 

Cyril  J.  Smith 
Secretary 


QUARTERLY O/V/DENDS  S/NCE  1935 

l«ATIONAL 
DISnUERS 
SCHEMICAL 
CORPORAnON 

DIVIDEND  NOTICE 
The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  22^2*  per  share 
on  the  outstanding  Common  Stock, 
payable  on  June  1.  1972,  to  stock- 
holders of  record  on  May  11,  1972. 
The  transfer  books  will  not  close. 

April  27,  1972 

RAMSEY  E.  JOSLIN. 
Vice  President-Financial 


^ 


DIVISIONS  NATIONAL  DISTILLERS  PRODUCTS  CO. 
U  S  INDUSTRIAL  CHEMICALS  CO. 
BRIDGEPORT  BRASS  CO 
ALMAOEN  VINEYARDS,  INC 
TEXTILE 
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ABRAHAM  &  COMPANY    276 

Agency:   Albert  Frank-Guenther  Law 

ADDRESSOGRAPH  MULTIGRAPH 

CORPORATION         38 

Direct 

ALAMEDA  COUNTY 

NEW    INDUSTRIES   COMMITTEE         .      248 

Agency:    Pettier  Advertising,  Inc. 

ALCAN  ALUMINUM  CORPORATION     70-71 

Agency:    J.  Walter  Thompson  Company 

ALLEGHENY  LUDLUM 

INDUSTRIES,    INC 22 

Agency:   VanSant,  Dugdale  &  Co.,  Inc. 

ALL-ST£EL    EQUIPMENT   INC 237 

Agency:    Frank  C.  Nahser,  inc. 

AMERICAN   BRANDS,   INC.  275 

Agency:   Batten,  Barton,  Durstine 
&  Osborn,  Inc. 

AMERICAN    GAS    ASSOCIATION,    INC.      75 

Agency:    Ketchum,  MacLeod  & 
Grove,  Inc. 

AMERICAN  MUTUAL 

INSURANCE    COMPANIES     35 

Agency:    Harold  Cabot  &  Co.,  Inc. 

AMERICAN  SMELTING  AND 

REFINING    COMPANY     117 

Agency:    Clyne  Maxon,  Inc. 

AMERICAN  STAIR-GLIDE 

CORPORATION      276 

Agency:    Bernstein/Rein  & 

Boasberg  Advertising.  Inc. 

AMERICAN  TELEPHONE 

&   TELEGRAPH    CO.     4 

Agency:    N  W.  Ayer  &  Son  Inc. 


AMFAC,    INC 

Agency:    Hill  and  Knowlton,  Inc. 
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ASSOCIATES  FINANCIAL 

SERVICES   CORPORATION     258 

Agency:   Feldman  &  Associates 
Advertising  Inc. 

THE  AUSTIN  COMPANY 249 

Agency:   Fuller  &  Smith  &  Ross  Inc. 


AVIS  RENT  A  CAR  SYSTEM,  INC. 

Agency:   Benton  &  Bowles,  Inc. 


AVON   PRODUCTS,   INC. 

Agency:    Dreher  Advertising.  Inc. 


CARTE    BLANCHE   CORP 15 

Agency:    J.  Walter  Thompson  Company 

CENTRAL  AND  SOUTH  WEST 
CORPORATION  278 

Agency:    Albert  Frank-Guenther  Law 

THE  CHASE  MANHATTAN  BANK 41 

Agency:    Ted  Bates  New  York/ 
Advertismg 

CHEMICAL    BANK  60 

Agency:    Benton  &  Bowles,  Inc. 

CHEVROLET  MOTOR  DIVISION 

GENERAL   MOTORS   CORPORATION  72 

Agency:    Campbell-Ewald  Company 

THE  CITIZENS  AND  SOUTHERN 
NATIONAL    BANK  66 

Agency:   J.  Walter  Thompson  Company 

COCA-COLA    USA      243 

Agency:    McCann-Erickson,  Inc. 

COMMERCIAL  CREDIT 

BUSINESS   SERVICES  69 

Agency:   W.B.  Doner  and  Company,  Adv. 

CONNECTICUT  DEVELOPMENT 

COMMISSION      242 

Agency:    CDC  Advertising 

CONTINENTAL  TELEPHONE 

CORPORATION        91 

Agency:    Sutter  &  Geller  Inc. 

THE  DADE  COUNTY 

DEVELOPMENT  DEPARTMENT   252 

Agency:    Samuel  B.  Crispin 
&  Associates 

DALLAS   POWER   &   LIGHT   COMPANY   256 

Agency:    NorsworthyMercer.  Inc. 

THE  DANFORTH  ASSOCIATES  277 

Agency:   Wunderman,  Ricotta  & 
Kline,  Inc. 

DREXEL  FIRESTONE   INCORPORATED   273 

Agency:    Doremus  &  Company 

48 


77 

□ 

132 

D 

105 

D 

BANK   OF   AMERICA 

Agency:    D'Arcy-MacManus 
Internatfonal  Inc. 

BEATRICE   FOODS  CO.      240 

Agency:    Doremus  &  Company 

BETHLEHEM    STEEL    CORPORATION         57  D 

Agency:   Van  Brunt  &  Company 

BORG-WARNER  CORP.  30-31 

Agency:    McCaffrey  and  McCall,  Inc.  □ 

BROWARD  INDUSTRIAL  BOARD  244 

Agency:   Carol  Westlake  Associates  q 

CNA/lnsurance 2nd  Cover 

Agency:   Tatham-Laird  &  Kudner 

CALIFORNIA  COMPUTER 

PRODUCTS,  INC.  101 

Agency:    Dailey  &  Associates  Adv. 

CANADIAN  IMPERIAL  BANK 

OF   COMMERCE  115 

Agency:    Albert  Frank-Guenther  Law, 
Inc. 

CANTON    COMPANY  251  "^ 

Agency:   Waltjen  Associates.  Inc. 


ESB    INCORPORATED    

Agency:    Howard  H.  Monk  and 
Associates,  Inc. 

EASTMAN    KODAK    COMPANY  79 

Agency:   J.  Walter  Thompson  Company 

EATON  CORPORATION  108 

Agency:   J.  Walter  Thompson  Company 

EMERY  AIR  FREIGHT    103 

Agency:    Harry  W.  Graff  Inc. 

EMPLOYERS    INSURANCE    OF    WAUSAU   9 

Agency:   The  CramerKrasselt  Co. 

ENERGY    FUND,    INC.  275 

Agency:   The  Leo  Baron  Agency  Inc. 

EVANS  PRODUCTS  COMPANY 163 

Agency:    Richardson  Seigle  Rolfs 
&  McCoy.  Inc. 

FERRO  CORPORATION  260 

Agency:    Watts,  Lee  &  Kenyon.  Inc. 


FINANCIAL  GENERAL 
BANKSHARES,    INC 

Agency:    Henry  J.  Kaufman  & 
Associates.  Inc. 
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FIRST   NATIONAL   BANK   IN    DALLAS        87 

Agency:    Tracy  Locke  Company,  Inc. 

FIRST  NATIONAL  STATE 
BANCORPORATION  264 

Agency:    Williams  and  London  Adv. 

FIRST  UNION  NATIONAL 

BANK  OF  NORTH   CAROLINA  17 

Agency;    Kincaid  Advertising  Agency 


FLYING   TIGER   CORPORATION  45 

Agency:   McCann-Erickson,  Inc. 

FORBES    MAGAZINE    259 

FORD    MOTOR    COMPANY     37 

Agency:    Grey  Advertising  Inc. 

FORD  MOTOR  CREDIT  COMPANY  63 

Agency:    Kenyon  &  Eckhardt  Adv. 

ALBERT  FRANK-GUENTHER  LAW 

INCORPORATED      266 

Agency:   Albert  Frank-Guenther  Law 
Incorporated 

FRUEHAUF  CORPORATION    46-47 

Agency:    Burton  Sohigian  Inc. 

FUNDSCOPE  258 

Agency:   Doremus  &  Company,  Ltd. 

GENERAL  ELECTRIC  COMPANY        106-107 

Agency:    Batten,  Barton,  Durstine  & 
Osborn,  Inc. 

GENERAL  ELECTRIC  CREDIT 

CORPORATION      93 

Agency:    Riedl  Associates  Inc. 

GENERAL  TELEPHONE  & 

ELECTRONICS    CORPORATION  144-145 

Agency:    Doyle  Dane  Bernbach  Inc. 

THE  GEORGIA  DEPARTMENT  OF 

INDUSTRY  AND  TRADE, 

INDUSTRY    DIVISION  264 

Agency:    Cargill,  Wilson  &  Acree  Inc. 

GEORGIA-PACIFIC    CORPORATION  235 

Agency:    McCann-Erickson.  Inc. 

GIRARD    BANK  29 

Agency:   Montgomery  and  Associates 


GOLF    MAGAZINE 


233 
218-219 


THE  GOODYEAR  TIRE  & 
RUBBER    COMPANY 

Agency:    Young  &  Rubicam,  Inc 

GREAT   NORTHERN    PAPER    COMPANY   89 

Agency:   Ted  Barash  &  Company.  Inc. 

THE    GREYHOUND    CORPORATION      82-83 

Agency:    Grey-North   Inc. 

GROWTH    INDUSTRY    SHARES,    INC.      278 

Agency:    Hoffman-York,  Inc 


GULF  &  WESTERN 

Agency:    D'Arcy-MacManus 
International  Inc. 


130-131 


HERCULES    INCORPORATED  81 

Agency:    Fuller  &  Smith  &  Ross  Inc. 

HERTZ    SYSTEM,    INC.  141 

Agency:    Carl  Ally  Inc..  Adv. 

HOLIDAY   INNS,    INC.  220 

Agency:    Cosmopolitan  Agency 

THE  HOME  INSURANCE 

COMPANY  3rd     Cover 

Agency:    Albert  Frank-Guenther  Law 

E.  F.  HUTTON  &  COMPANY  INC.  279 

Agency:    Doremus  &  Company 

INA     CORPORATION  172-173 

Agency:    N,W.  Ayer  &  Son  Inc. 

INDIANA   NATIONAL   BANK  157 

Agency:    Tower  Advertising  Agency 

INDIANA,  STATE  OF- 
DEPARTMENT  OF  COMMERCE 

&    INDUSTRY  21 

Agency:    Ruben,  Montgomery  & 
Associates.  Inc. 


INDIANAPOLIS  POWER  & 

LIGHT    COMPANY  

Agency:   Ruben,  Montgomery  & 
Associates,  Inc. 
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INDUSTRIAL   CREDIT   PLAN,    INC 244 

Agency;   Coleman  Advertising 

^    INGERSOLL-RAND   COMPANY    84 

Agency:   Beaumont.  Heller  & 
Sperling.  Inc. 

INTERNATIONAL  TELEPHONE  AND 
TELEGRAPH    CORPORATION    155 

Agency:    Needham,  Harper  &  Steers 

n    INTERNATIONAL  UTILITIES 

CORPORATION      34 

Agency:    Marsteller  Inc. 

INVERSIONES  ALBA,  S.A. 

(CARL    ROSS)     277 

Agency:    Interhoteles.  S.A. 

:)<:    IOWA   DEVELOPMENT  COMMISSION      261 

Agency:   Creswell  Munsell  Schubert 
&  Zirbel  Inc. 

THE  JOHNSTON  MUTUAL  FUND  INC.  281 

Agency:    Pace  Advertising  Agency,  Inc. 

5^:    KENTUCKY,  COMMONWEALTH  OF- 
INDUSTRIAL  DEVELOPMENT 
DIVISION  16 

Agency:    Farson  &  Huff  Advertising 

KIDDER,  PEABODY  &  CO. 
INCORPORATED  231 

Agency:   Schneider,  Smith,  Wilbur,  Inc. 
in  association  with  Conahay 
&  Lyon.  Inc 

a  KNOXVILLE  CHAMBER  OF  COMMERCE   65 

Agency:    HoganRose  &  Co  .  Inc 

LIGGETT  &  MYERS   INCORPORATED      139 

Agency:    Friedlich.  Fearon  & 
Strohmeier 

LINCOLN  MERCURY  DIVISION 
THE  FORD  MARKETING 

CORPORATION  32 

Agency:    Kenyon  &  Eckhardt 
Advertising,  Inc. 

a  MCDONNELL  DOUGLAS 

CORPORATION  25 

Agency:    J    Walter  Thompson  Company 

n  MARINE  MIDLAND  BANKS,   INC.      136-137 

Agency:    Grey  Advertising  Inc 

O  MARLENNAN    CORPORATION  44 

Agency:    J.  Walter  Thompson  Company 

i'f   MARYLAND,  STATE  OF- 

DEPARTMENT  OF  ECONOMIC 
DEVELOPMENT  26 

Agency:   Rosenbush  Advertising  Agency 

THE  MEDIA  GENERAL  FINANCIAL 
WEEKLY  276 

Agency:  Martin  &  Woltz  Inc.  Adv. 

MERRILL  LYNCH,  PIERCE,  FENNER 

&  SMITH   INC. 246 

Agency:    Ogiivy  &  Mather  Inc. 

D  MEXICAN    NATIONAL  TOURIST 

COUNCIL  36 

Agency:    Richter  &  MrackyBates,  Inc. 

i^  MITSUBISHI    AIRCRAFT 

INTERNATIONAL  14 

•       Agency:    Womack/Claypoole   Advertising 

D  MONSANTO  COMPANY,  INC.    7 

Agency:    Advertising  cS.  Promotion 
Services 

MORGAN  STANLEY  &  CO. 

INCORPORATED      257 

Agency:    Doremus  &  Company 

N  L  INDUSTRIES,  INC.  204 

Agency:   The  Marschalk  Company,  Inc. 

D  NN  CORPORATION 211 

Agency:    Roberts:  Menchin  and  Myers, 
Inc. 

NATIONAL  CAR  RENTAL  SYSTEM,  INC.  11 

Agency:    Richard  K    Manoff  Inc. 

NATIONAL   DISTILLERS   AND 

CHEMICAL    CORPORATION       281 

Agency:    Doremus  &  Company 

D  THE   NATIONAL  OBSERVER     253 

Agency:    Friedlich,   Fearon  &  Strohmeier 

$  NEBRASKA  DEPARTMENT  OF 

ECONOMIC   DEVELOPMENT  250 

Agency:    Holland  Dreves  Reilly,  Inc. 

D  NETWORK  CINEMA   CORPORATION  27 

Agency:   Venet  Advertising  Agency,    Inc. 
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NEW   COUNCIL   FOR 

ADVERTISING  238-239 

Agency:    Tatham  Laird  &  Kudner,  Inc. 

i/f    NEW   YORK   STATE 

DEPARTMENT  OF  COMMERCE    33 

Agency:    Rumnll-Hoyt,  Inc. 

NEW  YORK  STOCK  EXCHANGE  271 

Agency:    Compton  Advertising,  Inc. 

NICHOLAS  STRONG  FUND,  INC.  277 

Direct 

JAY   NORRIS  CORP.  23 

Agency:   J.   Morton  Williams  Advertising 

D    NORTH    AMERICAN    ROCKWELL 

CORPORATION  150-151 

Agency:    CampbellEwald  Company 

:;;=    OKLAHOMA    INDUSTRIAL 

DEVELOPMENT    DEPARTMENT  8 

Agency:  Gelders/Holderby/&  Smith/ 
Inc. 

;;;=    OMAHA  PUBLIC   POWER  DISTRICT         263 

Agency:    Holland  Dreves  Reilly,  Inc. 

D    OTIS  ELEVATOR  COMPANY    213 

Agency:    Complan.  Inc. 

Division  of  de  Garmo  Inc. 

D    PPG    INDUSTRIES,    INC.  129 

Agency:  Ketchum,  MacLeod  &  Grove 
Inc. 

THE   PADDINGTON   CORPORATION 

(J&B  SCOTCH  WHISKY)      64 

Agency:    E    T    Howard  Co.,  Inc. 

n    PAILLARD   INCORPORATED 

Bolex,  Hermes,  Hasselblad       28 

Agency;    deGarmo  Inc.  Advertising 

PANHANDLE   EASTERN 

PIPE  LINE  COMPANY  281 

Agency:    Albert  FrankGuenther  Law 

PEOPLES  GAS  COMPANY       149 

Agency:    Foote,  Cone  &  Belding 

PET    INCORPORATED  227 

Agency:    Stolz  Advertising  Company 

PHELPS   DODGE    INDUSTRIES, 

INC.  Back  Cover 

Agency:   Compton  Advertising,  Inc. 

i/f   PHILIPS  BUSINESS  SYSTEMS,  INC.  124-125 

Agency:  JanisSchoenbrod  Marketing 
Services  Company,  a  div.  of 
the  Martin   E.  Janis  &  Co.,   Inc. 

PHILLIPS  PETROLEUM   COMPANY  262 

Agency:   J.   Walter   Thompson   Company 

D  PIRELbl  TIRE  CORPORATION  209 

Agency:    DKG  Inc.  Advertising 

D   PITNEY   BOWES  111 

Agency:    deGarmo  Inc.  Advertising 

ROWE  PRICE  NEW   ERA  FUND,   INC.      275 

Agency:   VanSant,  Dugdale  &  Co.,  Inc. 

T.    ROWE    PRICE   GROWTH    STOCK 

FUND,    INC.  280 

Agency:   VanSant,  Dugdale  &  Co.,  Inc. 

PSYCHOLOGY    TODAY        245 

PULLMAN    INCORPORATED  280 

Agency:    French  &  Preston,  Inc. 

=;:=   RCA    CORPORATION  123 

Agency:   J.   Walter  Thompson   Company 

D   RAMADA  INNS,  INC.  207 

Agency:  Owens  &  Associates  Advertising 

D   RANDUSTRIAL   CORPORATION  254 

Agency:    Mt.    Pleasant    Advertising,    Inc. 

R.  J.  REYNOLDS  INDUSTRIES,  INC.        279 

Agency:    Long,  Haymes  &  Carr,  Inc. 

REYNOLDS  SECURITIES   INC.      255  &  274 

Agency:    Albert  FrankGuenther  Law 

D   RICHMOND  CORPORATION  127 

Agency:   Brand  and  Edmonds  Associates 

-]'?   RONSON    CORPORATION    214 

Agency:   Norman,  Craig  &  Kummel   Inc. 

THE  ROYAL  BANK  OF  CANADA  96 

Agency:   Norman,  Craig  &  Kummel 
(Canada)  Ltd. 


i/f    RYDER  SYSTEM,  INC 135 

Agency:    Mike  Sloan,  Inc.,  Adv. 

D    ST.  JOE  MINERALS  CORPORATION        223 

Agency:    Emil  Mark  &  Co.,  Inc. 

SALOMON    BROTHERS  268 

Agency:    Doiemus  &  Company 

□    SANTA  FE  RAILWAY  COMPANY  225 

Agency:   Advertising  Direction,  Inc. 

D    SCHRAFFT'S    BUSINESS   FOOD 

SERVICE       260 

Agency:    Wyse  Advertising 

SEABOARD  COAST  LINE  RAILROAD      267 

Agency:    Tucker  Wayne  &  Company 

SEAGRAM    DISTILLERS  COMPANY 
(SEAGRAM'S  EXTRA  DRY  GIN)    18 

Agency:    Warwick  &  Legler,  Inc. 

W.  L.  SMITH  ASSOCIATES  INC.  262 

Agency:    Edward  Weiss  Adv.  Agency 

SOMERSET  IMPORTERS,  LTD. 

JOHNNIE  WALKER   BLACK   LABEL  120 

Agency:    Smith/Greenland  Company 
Inc. 

D    THE  SOUTHERN   COMPANY     217 

Agency:    Liller,  Meal,  Battle  & 
Lindsey,  Inc. 

SOUTHERN  NATURAL  GAS  COMPANY  281 

Agency:    Doremus  &  Company 

;;;=    SOUTHERN    RAILWAY    SYSTEM         118-119 

Agency:    Cunningham  &  Walsh  Inc.  Adv. 

STANDARD   OIL  COMPANY 

(NEW   JERSEY)  278 

Agency:    Albert  FrankGuenther  Law 

D    STATE   FARM    MUTUAL 

AUTOMOBILE    INSURANCE    COMPANY   99 

Agency:    Needham,  Harper  and 
Steers,  Inc. 

O    TENNECO   INC.         58-59 

Agency:    Bozell  &  Jacobs,  Inc. 

TENNECO    INC 267 

Agency:    Doremus  &  Company 

TEXACO    INC 158-159 

Agency:   Benton  &  Bowles,  Inc. 

D   TRANSAMERICA    CORPORATION      202-203 

Agency:    Doyle  Dane  Bernbach  Inc. 

:;;=    TRANS  WORLD  AIRLINES  19  &  20 

Agency:   Wells,  Rich,  Greene,  Inc. 

TRAVELODGE    INTERNATIONAL,    INC.    263 

Agency:    Dailey  &  Associates  Adv. 

TRUCK   INSURANCE   EXCHANGE 
Member  of  Farmers  Insurance  Group  228 

Agency:  Honig-Cooper  &  Harrington 

=;;=    UNION   CAMP  CORPORATION    152 

Agency:    Henderson  &  Roll,  Inc. 

UNION  PACIFIC   RAILROAD  62 

Agency:   Robert  J.  Livingston,  Adv. 

UNITED   STATES   STEEL 

CORPORATION        42-43 

Agency:    Compton  Advertising,  Inc. 

D   UNITED   UTILITIES,    INCORPORATED      161 

Agency:    Bruce  B.  Brewer  Company  Inc. 

THE   VALUE    LINE 

INVESTM-^NT   SURVEY  270 

Agency:  The  Vanderbilt  Adv.  Agency 

VICTOR   COMPTOMETER 

CORPORATION  147 

Agency:    Bozell  &  Jacobs,  Inc. 

D  VOLVO,    INC.       65 

Agency:   Scali,  McCabe,  Sloves,  Inc. 

D  THE  WARNER  &  SWASEY  COMPANY  3 

Agency:    The  Griswold-Eshleman  Co. 

=;:-    WESTERN    UNION   TELEGRAPH 

COMPANY  94-95 

Agency:    Pies  Cappiello  Colwell,  Inc. 

n  WESTINGHOUSE   ELECTRIC 

CORPORATION  188-189 

Agency:    Ketchum,  MacLeod  &  Grove 

D  YOUNG   RADIATOR  COMPANY     254 

Agency:   Bozell  &  Jacobs,  Inc. 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


All   things    are    changed,    and    we 
chanue  with   them.  — Lothair  I 


All  great  changes  are  irksome  to 
tlie  human  mind,  especially  those 
which  are  attended  with  great  dan- 
gers and  uncertain  effects. 

— JoHK  Adams 


For  some  reason  it  seems  easier  to 
get  at  the  true  reasons  for  an  unsuc- 
cessful man's  failure  than  to  learn  the 
real  causes  of  a  successful  man's  tri- 
umphs. —William  Featheh 


The  sure  way  to  miss  success  is  to 
miss  the  opportunity. 

— \'lCTOR  ClIASLES 


The  greatest  realities  are  physical 
imd  economic,  all  the  subtleties  of  life 
come  aftenvard. 

—Joyce  Carol  Oates 


Sometimes  what  a  man  escapes  to 
is  worse  than  what  he  escapes  from. 

—Stan  Lynde 


One  of  the  \  irtues  of  being  very 
young  is  that  you  don't  let  the  facts 
get  in  the  way  of  your  imagination. 

—Sam  Levensox 


Imagination  is  more  important  than 
knowledge.  —Albert  Einstein 


My  own  view  of  liistory  is  that  hu- 
man beings  do  ha\'e  genuine  freedom 
to  make  choices.  Our  destiny  is  not 
piedetermined  for  us;  we  determine  it 
for  ourselves.  -Arnold  Toynbee 


A  radical  is  a  man  willi  both  feet 
firmly  planted— in  the  air. 

-Franklin  Delano  Roosevelt 


Pessimism    leads    to    weakness;    op- 
timism to  power.        —William  James 


\\  helhcr  you  believe  \()u  can  do  a 
thing  or  not,  you  are  right. 

—  IlKNin'  I'ORO 


Our  task  as  we  grow  older  in  a 
rapidly  aii\  ancing  science,  is  to  retain 
the  capacilv  of  joy  in  diseo\eries 
w  hich  correct  older  ideas,  and  to  learn 
finni  our  pupils  as  we  teach  tiiem. 

—  H  \Ns  Zinssi;r 


i'lu'  old  sa\', 
I'lie  \ oung  sa\'. 
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"I   remembi'i'  when." 
"What's  the  news?" 
— Gelett  Ik'nc.ESs 


B.  C.  FORBES 

Success  is  not  a  matter  of 
pure  luck.  It  is  inainhj  a  matter 
of,  first,  icork;  second,  icork; 
third,  work—witli,  of  course,  a 
plentiful  mixture  of  brains, 
foresigltt  and  imagination. 


Success  does  not  consist  in  never 
making  blunders,  but  in  never  making 
the  same  one  the  second  time. 

—Henry  \\'heeler  Shaw 


The  surest  wa\'  to  corrupt  a  young 
man  is  to  teach  him  to  esteem  more 
highU'  those  wiio  think  alike  than 
those  who  think  differently. 

— Friedricii  Nietzsche 


Human  forcsigiit  often  leaves  its 
proudest  possessor  only  a  choice  of 
evils.  — Calkr  C;.  Colton 


M\   destiny  is  solitude,  an, I  u\y  lite 
is  work.  — Richard  Wagner 


To  be  engaged  in  opposing  wiong 
affords  but  a  slender  guarantee  for 
being  right.  — W.E.  Gladstone 


Right  actions  for  the  future  are  the 
best  apologies  for  wrong  ones  hi  the 
past.  — Tryon  Edwards 


Reffect  that  life,  like  every  other 
blessing,  derives  its  value  from  its  use 
alone.  —Samuel  Johnson 


Experience  is  not  what  happens  to 
a  man,  it  is  what  a  man  does  with 
what  happens  to  him.  It  is  a  gift  for 
dealing  with  the  accidents  of  exis- 
tence, not  the  accidents  themselves. 

— Aldous  HrXLEY 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  57 4-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
7'a;  New  York  City,  7%.) 


A  Text . . . 


.Sent  in  l>v  Marc  J.  Kayniund. 
IVIeilxirouKh,  Onl.  What's  your 
favorite  text?  Ttie  Eorl)es  Scrap- 
hook  of  Thoughts  on  the  Business 
of  Life  is  presented  (o  senders  of 
lexis  use<i. 


For  there  i.v  hope  of  a  tree,  if  it  be 
cut  down,  that  it  will  sprout  again, 
and  that  the  tender  branch  thereof 
will  not   cea.se.  —]on    14:7 
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Johnson 


Johnson 


From  everyday 

products, 

an  out'Of-this-world 

price!  earnings 

ratio. 
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^uVe  spent  a  lot  of  years  picking  your  Bourbon. 
Give  Benchmark  a  few  minutes  to  change  your  min( 


That's  all  it  might  take. 

Because  we  think  Benchmark  tastes  better  than 
any  Bourbon  you've  ever  tasted,  including  your  own. 
No  matter  what  brand  you're  drinking  now. 

You  see,  Seagram  craftsmanship  (American 
craftsmanship  at  its  best)  created  the  distinctive  taste 
of  Benchmark.  So  we're  pretty  confident. 

Spend  a  few  minutes  tasting  Benchmark  Bourbon. 
You'll  taste  the  difference. 


Soft  judges  make  hardened  criminals 


BU.UINGAWE 
MAY  3  0  197Z 

Much  too  much  sympathy  is  wasted  in  this  country  on  cnmni£fls';^h'nd 
there  is  far,  far  too  little  concern  for  the  victims  they  murder,  rob,  rape, 
beat  and  burn.  Almost  every  day  you  read  about  some  vicious  human, 
freed  on  a  ridiculous  technicality,  or  turned  loose  after  serving  only  a 
fraction  of  his  sentence.  And  then  the  awful  sequel  —  another  victim 
of  that  same  criminal  who  should  not  have  been  free  to  murder  and  burn 
and  rob  again. 

For  too  many  years  the  trend  in  this  nation  has  been  to  permissive- 
ness without  punishment  —  too  much  ease  and  too  little  responsibility. 

This  country  still  belongs  to  those  people  who  worked  to  build  it, 
not  to  the  shiftless  who  contribute  nothing  yet  demand  they  be  taken 
care  of.  It  is  high  time  the  men  and  women  who  do  the  work  and  pay 
the  taxes  and  carry  the  responsibility  said  a  loud  NO  to  those  who  are 
destroying  the  decency  and  dignity  and  future  of  America. 


A  product  of  Warner  &  Swasey's  Textile  Machinery 
Division,  tiiese  new  Servo  Drafter  Draw  Frames  are 
part  of  a  high  production  yarn  preparation  system  in 
a  promineot  southern  carpet  yarn  plant. 


THE  WARNER  &  SWASEY  COMPANY 

Corporate  Offices 

11000  Cedar  Avenue 

Cleveland,  Ohio  44106 


f^OOUCTIVITY  EQUIPMENT  AND  SYSTEMS  IN  MACHINE  TOOLS,  TEXTILE  AND  CONSTRUCTION  MACHINERY 


Vbu  can  get  the  news  anywhere. 

Nov^  find  out  what 
the  news  means 
horn  the  Harris 
Sound  of  Business. 


Every  month,  hear  a  30-minute  summary  and 
interpretation  of  news  affecting  business,  by 
Harris  economists  Dr.  Beryl  W.  Sprinkel  and 
Dr.  Herbert  E.  Neil,  Jr.,  as  they  field  ques- 
tions from  CBS  financial  news  editor 
Larry  Butler. 

Hear   these   practical,    working   econo- 
mists translate  current  events  into  the 
kind  of  insights  you  need  right  now. 
The  Harris  Sound  of  Business  comes 
to  you  monthly  in  tape  cassettes  with 
printed  summaries.  The  12-month 
program  includes  a  quality  Bell  & 
Howell  Player/Recorder  at  a  special, 
reduced  price.  It  also  includes  a  hand- 
some, 12-cassette  album  for  storing  your  tapes.  The  cost 
of  the  total  program  is  just  $141.65.  Or,  you  can  subscribe 
to  the  tapes  and  printed  summaries  alone  for  $100  per  year. 
Sample  the  Harris  Sound  of  Business.  Mail  the  coupon  today. 


Free  sample  of  the  Harris  Sound  of  Business 

Let  Dr.  Sprinkel,  Dr.  Neil,  and  Mr.  Butler 

themselves  introduce  you  to  the 

Harris  Sound  of  Business.  Just  mail  this  coupon. 


Harris  Bank  Sound  of  Business,  Dept.  163,  111  West  Monroe  Street,  Chicago,  Illinois  60690 

Please  send  me  the  Harris  Sound  of  Business  Introductory  Tape.  I  understand  that 
I  am  under  no  obligation. 


Name- 
Street. 
City 


-Company. 


-State. 


-Zip. 


HARRIS  BANK 


Harris  Trust  and  Savings  Bank 


1 1 1  West  Monroe  Street,  Ctiicago,  Illinois  60690 
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The  part  of  us 
that's  an  airline 
has  been  setting 

a  few  records 

lately. 


One  of  our  subsidiaries, 
Flying  Tiger  Line,  has  come  a  long 
way  since  its  struggle  to  get  off  the 
ground  in  1945. 

It  carried  more  tonnage 
than  ever  before  last  year.  Its  oper- 
ating income  and  revenues  reached 
a  new  high.  It  brought  in  two-thirds 
of  our  total  corporate  earnings. 
(And  it  just  had  one  of  the  best 
first  quarters  in  its  26-year  history.) 


L 


Flying  daily  schedules 
across  the  U.S.  and  the  Pacific, 
the  airline  links  the  largest 
industrial  area  in  the  world, 
the  U.S.,  with  the  third  larg- 
est, Japan.  It  also  serves 
seven  countries  and  terri- 
i^tories  in  the  flourishing 
^HJi  Far  East. 

WSm  With  these  routes 

and  its  complete  dedica- 
1.  tion  to  airfreight,  it  has 
become  the  world's 
largest  all-cargo  airline 
by  a  wide  margin.  It's 
the  only  major  sched- 
uled airline  flying  one 
type  of  plane:  the  stretch- 
ed DC-8,  most  efficient 
airfreighter  in  the  skies.  This 
^aves  substantial  sums  of 
money  each  year  in  operations, 
maintenance,  spare  parts.  And 
in  training  ground  and  air  crews  to 
peak  performance. 

The  airline's  largest  busi- 
ness—and the  fastest  growing- 
is  scheduled  commercial  airfreight. 
With  its  performance  you  might 
think  the  Flying  Tiger  Line  is  an 
ample  handful  for  a  new  holding 
company.  (We  were  formed  as 
Flying  Tiger  Corporation  in  mid- 
1970.)  But  there's  far  more  to  us. 

The  part  of  us  that's  not 
an  airline  also  did  well  in  1971. 
North  American  Car,  our  other 
principal  subsidiary,  showed  a 
profit  for  the  66th  consecutive 


■■ 


year.  Through  it  we  lease  spe 
purpose  railroad  cars  — 25,00' 
them  — mainly  to  blue  chip  sh^ 
pers  in  the  U.S.  and  Canada,  i 
of  the  leases  are  long-term,  u 
15  years,  giving  North  Amerin) 
Car  predictable  income.  Andsj 
noncyclical,  another  reason  v 
acquired  the  company. 


^^H 

FLYING  TIGER 
CORR 

■ 

^^^^^^^^1 

^1 

^^^BI^BI 

m 

^M 

NORTH  AMEB 
CAR    1 

FLYING  TIGER 
LINE 

NAC  LEASING 
CORP. 


NATIONAL  EQt 
RENTAL  1 


The  leasing  services 
North  American  and  its  subsi 
aries,  however,  go  far  beyonc 
specialty  railroad  cars.  They 
elude  jet  planes,  computers, 
scientific  instruments,  indust 
and  office  equipment. 

What's  ahead?  World 
airfreight  is  rising  15%  annue 
Flying  Tiger  Line  is  topping  t 
rate.  Business  and  industrial 
ing  is  an  awakening  giant.  N' 
American  Car  plans  to  invest 
million  this  year  to  meet  the 
demand,  here  and  abroad. 

The  part  of  us  that's  • 
airline  and  the  part  of  us  thai 
an  airline  share  a  healthy  tra 
they're  both  growing  in  gro\* 
fields. 

Our  first  quarter  of  II 
shows  that  growth,  with  reve 
up  39%  to  $56.7  million  and 
up  106%  to  $4.5  million. 


Flying  Tiger! 
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Side  Lines 


/s  This  Meeting  Really  Necessary? 

Should  annual  meetings  be  abolished?  Forbes  has  frequently  pointed 
out  that  many  of  them  are  frustrating  wastes  of  time.  This  year  Fu- 
qua  Industries'  J.B.  Fuqua  attracted  considerable  attention  by  saying 
publicly  what  a  good  many  other  top  brass  feel  but  have  hesitated  to 
utter;  He  called  the  meetings  "a  farce,  if  not  indeed  a  fraud." 

Is  Fuqua  right?  The  standard  answer  is,  no,  that  shareholders,  es- 
pecially small  individual  holders,  deserve  at  least  one  opportunity  a 
year  to  grill  the  top  man  at  "their"  companies.  But  the  other  view- 
point is  well  worth  pondering:  that  the  public  gatherings  have  become 
outmoded,  antiquated  and  useless,  and  that  the  meetings  ought  to 
be  junked.  In  response  to  the  outcry,  the  New  York  Stock  Exchange 
has  quietly  launched  a  comprehensive  study  of  the  subject. 


^^^ 


Contrary  to  popular  behef,  the  annual  meeting,  which  dates  back 
to  Colonial  days,  is  more  the  product  of  tradition  than  precise  law. 
The  Securities  &  Exchange  Commission  doesn't  require  the  public 
meeting;  neither  does  federal  law;  nor  does  Delaware,  the  state  that 
the  largest  number  of  big  corporations  call  home.  Under  Delaware 
law,  the  meetings'  business  portion,  chiefly  the  reelection  of  direc- 
tors, can  be  conducted  by  mail  ballot.  (In  fact,  the  business  end  of 
ajmost  every  major  annual  meeting  is  decided  by  proxy  voting.) 

Have  you  attended  any  annual  meetings  lately?  You  missed  a 
beauty  last  month  when  500  of  RCA's  311,000  holders  gathered  in 
Burbank,  Calif.  Forbes  and  several  other  publications  sent  reporters  to 
measure  the  seismic  boom  when  Bob  Sarnoff  faced  his  shareholders 
for  the  first  time  after  dumping  RCA's  computer  division  and  racked 
up  a  $490-million  pretax  loss,  the  largest  in  business  history. 

Seismic  boom?  The  burning  issue  of  the  day  was  Women's  Lib.  For 
openers  a  black  M.D.  and  Ph.D.  charged  that  RCA  was  "sexist"  be- 
cause for  the  first  time  in  21  years  there  was  no  woman  on  the  board. 
He  nominated  a  black  woman.  But  then  professional  shareholder  Wil- 
ma  Soss,  characteristically  outfitted  in  an  eye-catching  sampan  hat 
and  baggy  pedal  pushers,  dismissed  that  nominee  as  inadequate  and 
submitted  a  woman  of  her  own.  No  one  questions  that  these  issues 
should  be  raised,  but  is  this  the  purpose  of  the  annual  meeting?  Why 
aren't  the  gut  business  issues  explored? 

As  we  said,  the  most  common  defense  for  shareholder  meetings  is 
that  shareholders  deserve  the  right  to  confront  management.  The  trou- 
ble is,  the  two  times  the  question  was  raised,  shareholders  of  the  Grey- 
hound Corp.  overwhelmingly  declined  to  cross-examine  management 
on  a  massive  merger,  and  Fuqua  stockholders  voted  better  than  11  to 
1  to  abolish  their  public  meeting.  Maybe  most  stockholders  agree 
with  executives  who  regard  public  meetings  as  a  waste  of  time.  ■ 


Even  if  your  company 

is  already  exporting, 

some  of  these  facts  may  surprise  you. 


7  surprising  facts  about  exporting 

1:  Small  businesses  are  big  in  export.  3  out  of  5  United  States  exporters  have 
fe'wer  than  100  employees. 

2:  Exports  keep  3  million  Americans  ^vorking.  Every  $  15,000  of  exports 
equals  1  job. 

3:  Taxes  can  now  be  deferred  on  50%  of  export  profits. 

4:  United  States  exports  are  a  $43  biUion-a-year  business,  and  growing  11% 
each  year. 

5:  Export  sales  of  durable  goods  increased  17%  during  1970  while  domestic 
sales  of  the  same  goods  declined  3%. 

6:  96%  of  all  American  firms  sell  only  in  the  United  States. 

7:  Booth  space  at  a  Commerce  Department  Trade  Center  can  cost  as  little  as  $400. 


A  major  California  wine  producer  has  demonstrated 
that  it's  possible  to  market  American  wines  in  France.  Sur- 
prised? Read  on. 

You're  probably  aware  of  the  effect  of  the  new  cur- 
rency realignments  on  selling  overseas.  Your  goods  are  now 
priced  more  competitively  in  world  markets. 

But  are  you  aware  that  you  need  pay  no  tax  on  one- 
half  of  your  export  profits?  Recent  tax  legislation  permits 
companies  engaged  in  export  trade  to  set  up  a  Domestic 
International  Sales  Corporation  (DISC)  and  thereby  defer 
Taxes  on  50%  oftheir  export  income. 

Exports— growth  market  of  the  year. 

Export  sales  help  smooth  our  domestic  cycles.  Last 
year  exporters  discovered  that  many  of  their  off-shore 
markets  were  recession  -  proof  During  1970,domestic  sales 
of  durable  goods  shrank.  But  export  sales  of  those  same 
goods  increased  by  17%.  Exports  proved  to  be  the  growth 
market  of  the  year.  And  they  continue  to  grow  at  an  average 
of  1 1%  a  year  — about  one-third  faster  than  the  growth  of 
all  U.S.  industry 


You  don't  have  to  be  big  to  be 
profitable  in  exporting. 

If  your  firm  has  less  than  100  employees,  you  shoi 
know  that  the  majority  of  other  exporters  are  about  yc 
size.  More  than  three  out  of  five,  as  a  matter  of  fact, 
manufacturing  firm  in  Minnesota,  with  only  26  employi 
is  a  case  in  point.  Five  years  ago,  they  weren't  even  in 
port.  Now  it's  25%  oftheir  business.  And  the  extra  volu 
helps  them  get  longer  production  runs  with  lower  u 
costs.  Often,  the  added  volume  is  without  added  cap 
investment. 

A  helping  hand  for  U.S.  exporters. 

Take  advantage  of  all  the  services  available  to  ] 
from  the  U.S.  Department  of  Commerce.  The  Departm  | 
and  its  42  Field  Offices  can  help  you  pinpoint  the  likel 
markets,  by  providing  you  with  the  research,  market 
data  and  trade  statistics  you  need.  They  can  also  help" 
expand  into  new  markets.  Like  the  Mississippi  pu 
manufacturer  who  was  selling  successfully  in  Europe.  A 
Commerce  specialists  came  up  with  a  report  on  market 


Japan,  he  developed  even  bigger  sales  there  than  in 
urope.  He  s  not  alone.  Of  the  firms  using  Commerce 
rvices,  60%  have  increased  export  sales. 

Expanding  your  distribution. 

The  Commerce  Department  has  ready  access  to 
55,000  overseas  distributors  and  manufacturers'  agents 
lo  want  to  represent  American  firms.  You  can  choose  a 
stributor  from  existing  lists,  or,  for  a  nominal  fee,  the 
epartment  will  fmd  a  special  agent  to  handle  your  specific 
oducts. 

In  addition,  as  1,800  American  businessmen  have 
)ne  in  the  past  five  years,  you  can  join  a  Trade  Mission 
id  travel  overseas  with  the  Mission  to  make  commercial 
intacts.  If  you  prefer  to  go  it  alone,  the  Department  will 
range  on-the-spot  help  from  any  of  the  468  commercial 
id  economic  officers  attached  to  our  152  Embassies  and 
insulates. 

Showing  your  wares. 
Another  example  of  the  services  available  to  you  is 
r  operation  of  nine  pemianent  overseas  Trade  Centers 
Europe,  Asia,  Australia  and  Latin  America.  At  Trade 
:nters,  American  manufacturers  show  their  goods  to  au- 
mces  representing  up  to  80%  of  the  purchasing  power 
these  markets.  Last  year,  Trade  Centers  produced  $209,- 
0,000  in  sales  for  U.S.  firms. 

Qr,  you  can  participate  in  International  Trade  Fairs. 
\e  cost  can  be  as  low  as  $850  for  space.  The  rewards  can 
high-$127,000,000  in  immediate  sales  for  these  U.S. 
hibitors  last  year 

The  Commerce  Department  provides  booth  design 
d  construction  at  Trade  Centers  and  Fairs,  as  well  as 
vance  promotion  and  personal  calls  on  promising  cus- 
■ners  to  ensure  their  attendance. 

-xports  mean  diversification  for  your  company. 

96%  of  all  American  firms  sell  only  in  this  country, 
diculous!  For  most,  the  cost  of  constantly  changing  prod- 
t  lines,  with  all  the  attendant  start-up  and  marketing 
penses,  is  greater  than  learning  to  export  existing 

pducts.  Exporting  adds  years  to  many  a  product  line. 
ke  the  case  of  a  Texas  manufacturer  of  car  and  truck  air 
nditioners.  The  domestic  market  was  levelling  off  as 

1  )re  cars  and  trucks  were  sold  with  air  conditioning  as 
ginal  equipment.  The  Texas  firm  "diversified"  by  ex- 


porting its  existing  products  to  Japanese  car  manufacturers 
—  with  great  success. 

About  financing,  insurance  and  taxes. 

The  United  States  Government  helps  finance  Ameri- 
ca's exports.  The  Export-Import  Bank  of  the  United 
States  (Eximbank)  offers  direct  loans  for  large  projects  and 
equipment  sales  which  require  long  term  financing.  It  also 
cooperates  with  commercial  banks  in  providing  credit  to 
overseas  buyers  of  U.S.  exports.  Exim  provides  guarantees 
to  commercial  banks  who  in  turn  finance  export  sales.  And 
now,  by  creating  a  Domestic  International  Sales  Corpora- 
tion (DISC),  you  can  defer  Federal  income  taxes  on  one- 
half  of  your  export  profits,  so  long  as  those  profits  are  used 
to  increase  further  exports. 

The  time  is  now. 

If  you're  already  exporting,  it's  time  you  broadened 
your  overseas  markets. 

If  you're  not  in  exporting,  it's  time  you  got  started 

There's  no  great  mystery  —  and  a  lot  less  red  tape  than 
you  think. 

The  Department  of  Commerce  will  show  you  how  to 
get  started.  Exports  mean  profits.  Find  out  for  yourself. 

Send  the  coupon  below. 
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AU      OF      INTERNATIONAL      COMMERCE 


Marinus  van  Gessel. 
Bureau  of  International  Commerce 
U.S.  Department  of  Commerce 
Washington.  DC.  20230 

I  want  to  know  more  about  export 
opportunines  Please  send  mc  your 
IntrocJuctory  Guide  to  Expornnj;, 


l_ 


NAME 

TITLE 

COMPANY 

ADDRESS 

cm- 

STATE 

ZIP 

J 


Because  executive  and  prO' 
fessional  men  and  women 
sometimes  need  a  personal 
loan,  too . . . 

Now 

you  can  borrow 
$1,500  to  $25,000  in 
absolute  confidence 

entirely  by  mail. 


No  collateral,  no  time  consuming  inter- 
view, no  embarrassment.  Rates  about 
the  same  as  most  revolving  charge 
accounts.  Repay  in  convenient  low 
monthly  sums.  This  popular  method  of 
obtaining  cash  by  mail  is  currently  be- 
ing utilized  by  prominent  and  busy 
individuals  who  desire  fast 
confidential  service,  conve- 
niently at  home  or  office. 
Offered  by  a  subsidiary  of 
one  of  America's  most  re- 
spected financial  insti- 
tutions. For  immediate 
details  (no  one  will 
call),  write. . . 

Associates  Financial  Services  Corp. 
Suite  114, 1030  E.  Jefferson  Blvd., 

South  Bend,  Indiana  46617 

or  call  Mr.  Charles  Papas  collect  at 

219/232-2097 
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NORTH  AMERICAN  ROYALTIES,  INC. 

Gordon  Street,   President 
Chottanooga,  Tennessee  37402 

OIL  AND  GAS   DIVISION 

Minerals  ownership, 
cxplorotion   and  development. 

WHELAND  FOUNDRY   DIVISION 

One  of  the   notion's   largest  ond   most 
modern  production  facilities. 

LISTED  AMERICAN  AND  PACIFIC  COAST 
STOCK  EXCHANGFS  (SYMBOL    NAR) 


Trends 

&  Tangents 


WASHINGTON 


Swiss  Watch 

The  Treasury  Department  is 
Ijraced  for  a  rush  of  dollars  out  of 
the  country  in  the  next  30  days. 
Monetary  crisis?  Not  at  all.  It's  just 
that  starting  July  1,  anyone  trans- 
porting over  $5,000  in  currency  or 
bearer  instruments  into  or  out  of 
the  U.S.  must  file  a  special  report- 
ing form  with  the  Customs  Bu- 
reau. Also,  financial  iirstitutions 
must  report  to  Treasury  all  "un- 
usual" currency  transactions  of 
over  $10,000.  The  new  rules  are 
part  of  the  1970  currency  legisla- 
tion to  control  secret  dollar  shifts 
to  Swiss  and  other  foreign  banks. 


BUSINESS 


Not  So  Nutty 

"They  must  be  nuts!"  punned 
one  analyst,  referring  to  Central 
Soya's  recent  acquisition  of  J.H. 
Filbert.  Actually,  Filbert,  a  pri- 
vately held  company  with  over  $62 
million  in  sales,  produces  not  hazel- 
nuts but  Mrs.  Filbert's  mayonnaise, 
Mrs.  Filbert's  salad  dressings  and 
Mrs.  Filbert's  puddings.  The  ac- 
quisition should  broaden  Central 
Soya's  commodity  line  with  more 
lucrative  consumer  products,  much 
as  the  Best  Foods  acquisition  did 
for  CPC  International  (nee  Corn 
Products)  in  the  late  Fifties. 

Belli  vs.  Tobacco 

Can  Melvin  Belli  succeed  where 
the  U.S.  Surgeon  General  failed? 
Belli,  the  colorful  San  Francisco  at- 
torney who  defended  Jack  Ruby  in 
1964,  wants  to  prove  that  cigarette 
smoking  causes  lung  cancer,  which 
would  be,  in  his  view,  "a  breach  of 
warranty. "  He  lost  one  such  ca.se 
eight  years  ago,  but  he's  now  ready 
to  go  at  it  again  and  is  talking 
to  prospective  clients. 

Soft  (Water)  Sell 

Someone  out  there  is  paying  at- 
tention to  the  Federal  Trade  Com- 
mission's crackdown  on  excessive 
advertising  claims.  A  recent  release 
by  a  trade  group  called  the  Ameri- 
can Bottled  \\'ater  Association  con- 
tains the  following  statement:  "We 
tlo  not  make  anv  health  claims  of 


any  kind— other  than  the  fact  that 
people  generally  tend  to  benefit 
more  from  drinking  water  than  most  ' 
other  beverages."  But  all  their 
modesty  notwithstanding,  the  bot- 
tled water  companies  managed  to 
generate  revenues  of  over  $100 
million  in  1971. 

Do  It  Yourself 

With  product  liability  suits  pro- 
liferating to  half  a  million  and  few 
insurance  companies  offering  cov- 
erage (Forbes,  Apr.  15),  Beech 
Aircraft  Coip.  of  Wichita  has  de- 
cided to  write  its  own  aircraft  lia- 
bility insurance.  Headquartered  in 
Bermuda  to  bypass  self-insurance 
regulations,  the  new  subsidiaiy  will 
be  called  Travel  Air  Insurance. 

The  Need  Is  the  Seed 

If  the  chemical  industry  doesn't 
produce  a  biodegradable  plastic 
soon— that  is,  one  that  will  disinte- 
grate reasonably  soon  on  the  trash 
heap— it  won't  be  for  lack  of  trying. 
A  Forbes  editorial  ("Let's  Have 
More  Self-Destruct  Stuff,"  May  15) 
quickly  sparked  no  fewer  than  four 
communications  about  companies, 
in  New  Jersey,  Massachusetts,  Ida- 
ho and  Japan,  that  claim  to  have 
developed  plastics  of  controlled  de- 
grees of  biodegradability.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Company 


You  can  only 
sell  yourself  once 


oelling  off  that  company  you've  been  bringing  along  for 
years  is  a  little  like  becoming  president  of  the  United  States: 
there's  no  way  to  get  experience  at  it  before  you  do  it. 

But  you're  only  doing  it  once,  so  the  questions  of  how 
much,  what  the  structure  of  payment  should  be  and  how  to 
develop  your  selling  criteria  before  you  even  ask  for  it... all  of 
these  should  be  answered  only  after  intensive  analysis. 

It's  simply  the  wrong  moment  for  seat-of-the-pants. 

And  that's  where  B  T  Consultants  come  in.  We  have  done  it 
before. 

B  T  Consultants  has  a  highly  experienced  staff  you  might  not 
be  able  to  keep  around  the  premises  yourself  Merger  analysts. 
Production  and  marketing  experts.  Economists.  Computer  men. 

With  us,  by  the  way,  the  computer  is  strictly  a  means,  not 
an  end.  We  don't  use  formula  programs  and  we  won't  drop  a 
pound  of  print-outs  on  your  desk. 

Decoding  the  hieroglyphics  is  our  job. 

One  way  to  hire  BT  Consultants  is  by  the  job.  We  can 
follow  through  with  you  on  selling  or  acquiring  (or  any  other 
corporate  problem  for  that  matter)  for  as  long  as  you  wish. 

Or,  for  a  retainer,  we  can  assign  an  advisor  to  pick  your 
brains  on  a  regular  basis  so  we're  always  up-to-date  and  ready 
to  go  when  needed. 

You  don't  have  to  be  a  customer  of  Bankers  Trust  to  be  a 
customer  of  B  T  Consultants.  (Neither,  of  course,  does  the 
company  you're  selling  to;  we'll  help  you  look  everywhere.) 
For  an  exploratory  consultation  at  no  charge,  write  to:  Allan 
D.  R.  Stern,  Vice  President,  B  T  Consultants,  Bankers  Trust 
Company,  280  Park  Ave.,  N.Y.,  N.Y.  100 17. 

It's  a  good  way  to  keep  from  selling  yourself  short. 


\bu'll  find  BT  Consultants  at  Bankers  Trust. 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer 
to  huy  these  securities.  The  offer  is  made  only  by  the  Prospectus. 


1,483,354  Shares 

Unionamerica,  Inc. 

Common  Stock 


The  Company  is  offering  to  holders  of  its  Common  Stock,  rights 
to  subscribe  at  the  Subscription  Price  set  forth  below  for  an  aggre- 
gate  of  1,483,354  shares  of  Common  Stock  at  the  rate  of  one 
share  for  each  six  shares  held  of  record  at  the  close  of  business 
on  May  11,  1972.  The  Rights  are  evidenced  by  fully  transfer- 
able  Subscription  Warrants  and  will  expire  at  2:00  p.m..  Pacific 
Daylight  Saving  Time,  on  May  30,  1972,  if  not  exercised  on  or 
before  that  date.  During  and  after  the  subscription  period, 
the  Underwriters  may  offer  shares  of  Common  Stock  pur- 
suant  to  the  terms  and  conditions  set  forth  in  the  Prospectus. 


Subscription  Price 
$31  per  Share 


Copies  of  the  Prospectus  may  he  ohtained  in  any  State  only 
from  such  of  the  several  Underivr iters,  including  the  under' 
signed,  as  may  lawfully  offer  the  securities  in  such   State. 


Lehman  Brothers 

Incorporated 


BIyth  &  Co.,  Inc. 


Dean  Witter  &  Co. 

I  ncorporated 

The  First  Boston  Corporation 


Eastman  Dilion,Union  Securities  &  Co.     E.F.Hutton  &  Company  Inc. 

Incorporated 


Kidder,  Peabody  &  Co. 

Incorporated 

Loeb,  Rhoades  &  Co. 


Lazard  Freres  &  Co. 
Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Smith,  Barney  &  Co. 

Incorporated 

Burnham  &  Company  Inc. 
Reynolds  Securities  Inc. 


Salomon  Brothers 
White,  Weld  &  Co. 

Incorporated 

Bear,  Stearns  &  Co. 
Shearson,  Hammill  &  Co. 

1  ncorporated 


Stern,  Frank,  Meyer  &  Fox 

Incorporated 


May  16,  1972. 
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Qratified  ... 

Sir:  I  am  extremely  gratified  by  your 
co^nments  in  your  lead  editorial,  "Ener- 
gy: Gas,  Oil  &  Ethic"  {May  1).  Although 
I  do  not  at  this  time  advocate  higher 
prices  for  natural  gas  as  such,  the  De- 
partment of  the  Interior  is  doing  every- 
thing possible  to  explore  greater  energy 
sources  as  directed  by  President  Nixon's 
Clean  Energy  Message  of  June  4,  1971. 
At  the  same  time  we  are  endeavoring  to 
develop  a  new  "Energy  Ethic"  that  will 
be  realistic,  practicable  and  in  step  with 
present  and  future  energy  needs. 

—Rogers  C.B.  Morton 

Secretary 

Department  of  the  Interior 

Washington,  D.C. 

.  .  .  disappo/nfed 

Sir:  I  was  disappointed  to  read  that 
you  did  not  see  why  importation  of  a  sub- 
stantially increased  volume  of  foreign 
fuel  would  be  detrimental  to  the  U.S.  or 
its  security.  Besides  a  completely  intol- 
erable balance-of-payments  drain,  the 
suicidal  position  of  being  dependent  up- 
on oil  and  natural  gas  from  a  consortium 
of  potentially  hostile  foreign  countries 
should  be  quite  evident. 

— E.B.  Leisenring  Jr.  i 

President  i 

Westmoreland  Coal  Co.  > 

Philadelphia,  Pa.  i 

Sir:    Why    doesn't    it   make    sense   to ' 
consume  oil  from  other  lands  and  con 
serve  that  under  our  own  soil  for  times 
of  great  national  emergency?  You  seem 
to  be  on  the  right  track. 

— E.M.  DUERBECK 

Laguna  Hills,  Cal. 

Sir:  There  is  much  oil  known  in  the 
U.S.  which  at  present  is  uneconomical 
to  produce.  If  we  are  to  get  this  oil,  we 
must  have  a  price  sufficient  to  encourage 
drilling.  Operators,  big  or  small,  cannot 
afford  to  drill  wells  and  not  produce 
them.  The  general  public  is  misled  by 
published  reserve  figures.  These  figures 
are  estimates  and  are  based  upon  rea- 
sonable rates  of  production.  To  take  an 
extreme  example:  If  all  wells  in  the 
U.S.  were  shut  down  for  ten  years  and 
no  new  drilling  done,  our  producible 
reserves  would  probably  be  only  10%  ol 
what  they  are  now. 

— P.A.  MeyeB! 
Houston,  Tex 

The  Highway  Trust  Fund 

Sir:    There   are   times   when    even  ii ! 
the  reputable  pages  of  Forbes  facts  oc  ] 
casionally    become   confused    with   opin 
ion.  I'm  referring  to  the  sense  of  disap 
pointment  I  felt  in  reading  your  transpor  i 
tation    article    on    using    Highway   Trus 
money    to    help    mass    transit    (  Forbes  | 
Apr.  15).  [In]  our  proposed  program, 
decision    on    how    these    funds    will    b  I 
{Continued  on  page  63) 
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Putting  things 

together 

is  our  business. 

Now  we're  doing  it 
as  E-SYSTEMS  INC 


We  put  things  together  for  26  years  as  LTV 
Electrosystems,  Inc.  and  predecessor  companies. 

Now  we  have  a  new  name.  New  Independence.  New 
flexibility,  operationally  and  financially. 

Our  stock  is  now  widely  held  by  the  public. 

We  are  no  longer  controlled  by  LTV. 

Our  board  of  directors  no  longer  includes  LTV 
executives.  We  are  no  longer  restricted  by  possible  product 
conflict.  Or  regulations  affecting  LTV. 

We*have  options  to  enter  new  markets.  To  develop  new 
technologies.  To  advance  our  leadership  in  the  integration 
of  systems. 

Systems  are  our  specialty.  Systems  for  management 
information,  for  process  control,  for  situation  display,  for 
command  and  control,  for  data  transmission. 

We  make  hardware  too.  From  tiny  coils  and  switches  to 
375-ton  antennas  for  satellite  communication. 

Remember,  we've  been  around  for  26  years.  Our  sales 
base  last  year  was  more  than  $167  million,  and  our  backlog 
increased  13  per  cent. 

First  quarter  earnings  this  year  were  10.7  per  cent  higher 
than  last  year's.  And  our  ratio  of  earnings  to  sales  looks 
better  and  better. 

E-Systems  is  going  places.  We  put  it  together  right. 

Putting  things  together  is  our  business. 


^ 


E-SYSTEMS  INC. 

p.  O.  BOX  6030  •  DALLAS.TEXAS  75222 


lislpar  •   Garland   •   Memcor  •   Greenville   •   Montek  •   Donaldson   •   Eagle  Transport  Co. 


•%r^ 
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"But,  Max,  how 
can  29  commuter 
airlines  help  us 
speed  up  air  freight 
deliveries?" 


Twenty-nine  airlines  sound  like 
more  of  a  problem  than  a  solution, 
John,  but  they're  going  to  be  a 
blessing  from  the  skies  for  a  lot  of 
companies. 

Think  of  all  the  businesses- 
manufacturers,  distributors,  retailers 
-  located  way  off  the  main  airline 
routes  and  far  from  the  major 
airports.  Their  shipments  and  orders 
travel  at  jet  speed  on  the  main  route, 
but  they  slow  down  to  ground  speed 


on  the  offline  leg  of  the 
journey. 
To  give  those  out-of- 
the-way  shippers  the  full 
benefits  of  air  transport, 
we're  flying  their  freight 
right  into  their  backyard. 
And  rightoutof  it,  too, 
so  they  can  match  their 
on-line  competitors'  speed 
in  getting  to  their  markets. 
By  adding  the  routes  of  all 
those  airlines  to  the  Emery  network, 
we  can  now  speed  shipments  by  air 
to  every  airport  city  surrounding  key 
markets  throughout  the  U.S.A.  That 
complete  air  coverage  fits  any 
distribution  or  procurement  pattern. 

What's  more,  we've  made 
arrangements  to  be  sure  that  Emery 
shipments  aren't  delayed  for  lack  of 
space  on  the  commuter  planes. 
Emery  packages  and  containers 
have  top  priority.  No  waiting. 

Of  course,  this  phority  service 
meshes  with  our  reserved  space  on 
the  main  airline  flights  to  keep  Emery 
shipments  flying  all  the  way. 


A  big  advantage  for  shipper 
in  this  extended  air  service  is  that  i 
Emery  has  sole  responsibility  fror 
pickup  to  destination.  And  that 
means  the  shipper  and  the  consif 
can  get  immediate,  detailed  repoi 
on  every  shipment  while  it's  still  in 
transit  on  the  offline  leg.  There's  r 
information  blackout  at  any  point 

So  you  see,  our  tie-up  with 
commuter  airlines  makes  sense  ■ 
for  all  those  offline  businesses.  A- 
it's  right  in  line  with  our  plan  to 
bring  all  of  Emery's  expanding 
services  to  every  shipper's  door. 

And  speaking  of  more  serv 
John,  I  have  this  idea  for  a  new 
way  to... 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 


JUST  AS   SURE  AS   DEATH 


are  neu  taxes. 
With  elections  past,  proposals  for  additional  revenues 
will  aiTi\e  on  Capitol  Hill  along  with  the  new  Congress 
and  January's  snows.  Thirts-five-hillion-doUar  annual  def- 


icits indefinitely  are  as  insupportable  as  they  are  incom- 
piehensible. 

Cut  government  spending? 

About  as  likely  as  cutting  out  speeches  promising  to. 


McGOVERN?   A   SCAREY,   HAIRY   POSSIBILITY 


Twas  just  a  year  ago  when  our  youngest  son,  a  final- 
\ear  preppy,  enthused  to  his  bemused  family  about  George 
McCovern  as  a  Presidential  prospect.  The  Senator  had 
given  his  Get  Out  of  N'ietnam  talk  to  the  school,  and  their 
enthusiasm  for  his  stand  was  intense. 

I  patiently  (?)  explained  that  this  relatively  unknown 
Dakotan  hadn't  the  chance  of  the  proverbial  snowball.  I 
explained  wh\  Muskie  had  it  in  the  bag  even  before  the 
first  c-onvention  roll  call  (Forbes,  Sept.  1,  1971). 

And  now.  the  possibilit\  that  McGovern  could  be  nom- 
inated, and  concei\abl\  elected  President,  scares  the  'ell 
out  of  me.  And  it  should  \  ou. 

When  he  wasn't  in  the  running,  his  Position  Papers,  his 
views,  his  convictions,  his  advocacies,  didn't  seem  to  mat- 
ter much.  Frankly,  I  wasn't  nuich  aware  of  what  the\ 
were,  aside  from  Dovedom. 

On  examination  though,  it  seems  that  this  quietly  genial, 
sh\l\  forceful  fellow  is  a  radical  of  long  conviction  and  no 
pallid  proportion.  He  is  so  far  Left  in  most  things  that  he 
meets  Far  Right  George  Wallace  coming  tlie  other  way, 
and  they  share  a  ninltiplicity  of  mutual  objectives. 

I'm  not  referring  to  the  Young's  enthusiasm  for  his  shared 
views  on  marijuana,  abortion,  amnesty  for  draft  evaders, 
and  the  like.  It's  his  firm,  long-standing,  oft-repeated  hostil- 


ity to  the  nubbin  of  free  enterprise  and  the  profit  system. 
I  happen  to  think  our  strength  and  our  democracy  depend 
oji  them.  Neither  John  Keiuiedy  nor  brother  Robert  ever 
demeaned  profit  while  they  assaulted  profiteers.  They  un- 
derstood where  the  strength  and  sinew  of  our  system  lay, 
though  the\'  denoimced  its  abuses  and  excesses. 

McGovern,  in  essence,  would  take  some  $43  billion  an- 
nually from  those  making  over  $8,000  a  year  and  distribute 
it  to  those  making  less  than  that. 

He  initially  proposed  confiscation  of  any  inheritance  over 
$500,000,  but  changed  it  to  a  77%  tax  when  blue  collar 
voters  in  Wisconsin  and  Massachusetts  objected  that  a 
100%  tax  was  un-American.  Commented  McGovern,  "I 
don't  know  whether  people  still  think  they  will  win  a 
lottery  or  what."  Defense  spending  would  be  cut  33%  and 
vet  McGovern  says  the  Government  would  also  guarantee 
everybody  a  good  job.  Hmm. 

Much  of  what  McGovern  advocates  has  broad  appeal 
and  some  of  it  rightly  so.  But  put  together  all  his  positions 
and  \'ou  have  a  package  that  would  spell  a  total  change 
in  the  American  economy  and  the  American  way  of  life. 

This  nice  guy  makes  his  radicalism  sound  reasonable. 

It  isn't. 

But  he  may  get  to  be  in  a  position  to  implement  it. 


THE  VICE   PRESIDENT   SHOULD  HAVE  A  PAD 


I 


Once  again  there  is  a  bill  before  the  Congress  to  pro- 
vide the  \'ice  President  of  the  United  States  with  an  of- 
ficial residence.  We  should. 

After  all,  one  of  the  main  things  the  Vice  President 
does  to  relieve  the  President  of  some  chores  is  to  entertain 
visting  nabobs. 
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Few  \'ice  Presidents  ha\e  sufficient  independent  means 
(or,  sometimes,  long-term  Washington  prospects)  that  en- 
able them  to  provide  themselves  with  trappings  suitable 
to  their  high  office. 

A  proper  residence,  proper  staff  and  a  proper  budget 
for  that  purpose  are  in  order. 
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A  BEHEMOTH— YET 

You  and  I  may  think  we  have  a  thing  or  two  to  do, 
decisions  to  make,  lesponsibiHties.  But  can  you  even  im- 
agine managing  a  private  enterprise  whose  assets  are  big- 
ger than  tliose  of  General  Motors,  Standard  Oil  of  New 
Jersey,  U.S.  Steel  and  IBM  all  put  together;  an  outfit  daily 
dealing  with  multimillions  of  customers  whose  each  trans- 
action averages  only  dimes  or  so,  each  of  whom  gets  billed 
monthly  witli  items  running  into  the  dozens;  an  outfit  that 
xearly  needs  to  raise  $8.5  billion  in  cash  for  new  plant  and 


WELL  IN  HAND 

equipment;  an  outfit  that  has  to  cope  with  regulatory 
agencies  in  50  states  and  more  on  the  federal  level? 

To  run  at  all  a  business  so  incomprehensibly  huge  would 
seem  well  nigh  impossibje— yet  American  Tel  &  Tel,  despite 
an  occasional  rash  of  wrong  numbers,  is  mn  and  ex- 
traordinarily well  run. 

Looking  at  theirs',  we  might  even  find  comfort  in  the 
relative  pioportions  of  our  own  problems.  I'm  glad  AT&T's 
in  Mr.  deButts'  hands  rather  than  in  yours  or  mine. 


A   FIRST-RATE  THOUGHT  ON  THE   BUSINESS   OF  LIFE 


Since  Forbes'  Year  One  several  decades  ago,  ev- 
ery issue  has  carried  "Thoughts  on  the  Business  of 
Life."  Here's  one  Thought  that's  too  long  for  that  page. 


but  profoundly  deserving  of  the  widest  dissemination. 
Surprisingly,  it  was  a  radio  station  editorial— by  news- 
caster Edward  Brown  of  WNEW  in  New  York  City. 


The  Supieme  Court  ruled  today  that  the  Mas- 
sachusetts law  which  allows  married  people  ac- 
cess to  birth  control  information  and  devices- 
hut  denies  that  right  in  most  cases  to  single 
people— is  unconstitutional.  The  vote  was  4  to  3. 
Justice  William  Brennan,  speaking  for  the  ma- 
jority, said:  "Whatever  rights  the  public  has  to 
birth  control  devices— that  right  must  be  the  same 
lor  all." 

Massachusetts  is  one  of  some  two  dozen  states 
with  similar  laws.  The  attempt  by  Massachusetts, 
in  the  words  of  its  attorney,  "to  deter  premari- 
tal fornication"  seems  to  me  to  be  a  useless  and 
harmful  exercise  .  .  .  which  can  contribute  to  se- 
rious public  health  problems. 

It  is  the  function  of  the  home  or  church  or 
individual  conscience  to  develop  personal  ethics, 
and  it  should  be  the  right  of  individuals  to  de- 
termine their  own  sexual  behavior  so  long  as  it 
does  not  intrude  on  the  public's  right  not  to  be 
a  paity  to  it— or  exposed  to  it. 

This  right  does  not  conflict  with  society's  legit- 
imate right  to  protect  the  young  or  the  unwill- 
ing from  sexual  abuse. 


But  withholding  birth  control  information  and 
services  can  only  harm  the  individual— and  the 
state.  While  it  .should  not  be  the  business  of  the 
state  to  control  private  sexual  conduct  between 
consenting  individuals,  it  should  be  the  concern 
of  the  state  to  help  prevent  unwanted  pregnan- 
cies, unnecessary  abortions  and  the  abandonment 
of  children,  all  of  which  create  social  and  eco- 
nomic problems. 

It  should  also  be  the  concern  of  the  state  to 
make  legally  available  the  information  and  ser- 
vices which  will  combat  the  raging  tide  of  venereal 
disease  which  is  sweeping  the  country. 

It  is  a  prime  duty  of  the  state  to  protect  pub- 
lic health.  That  does  include  concern  through 
law  for  public  morality.  But  it  is  immoral,  I 
think,  to  deal  with  social  problems  with  the  pre- 
tense that  all  human  behavior  can  be  regulated 
by  statute  and  that  prohibitions  are  superior  to 
education. 

Public  health  is  not  protected  if  knowledge, 
medical  assistance  and  other  health  safeguards 
are  made  available  only  to  the  married— while 
trying  to  enforce  celibacy  on  the  unmarried. 


ANNUAL  MEETINGS   SERVE  A   USEFUL  PURPOSE 


111  "Side  Lines"  Forbes  comments  on  what's  to  be  said 
lor  doing  away  with  corporate  annual  meetings.  I  think, 
though,  that  there's  more  to  be  said  for  keeping  them. 

True,  annual  meetings  are  often  abused  by  the  asinine 
.1  lilies  of  professional  publicity  seekers.  Yet  when  corpora- 
luiii  chicis  must  ready  themselves  annually  to  face  their 
shaichoidcrs,  of  necessity  they  must  review  what's  apt  to 
come  up;  must  be  ready  to  answer  for  shortcomings;  ready 

NUFF  SAID 

If  you  live  long  enough  to  know  about  enough,  you're 
snally  old  enough  no  longer  to  care  enough. 

i6 


to  outline  future  prospects;  and  be  ready  to  deal  with  ques- 
tions on  social  problems  that  don't  seem  germane  to  the  run- 
ning of  a  profitable  business.  This  discipline  forces  manage- 
ment to  think  about  things  it  probably  otherwise  wouldn't. 
The  fact  that  often  nothing  of  consequence  comes  up  and 
only  a  handful  of  stockholders  show  up  is  quite  unimpor- 
tant next  to  the  beneficial  results  from  management's  Get- 
ting Ready  process. 


I 


SOME  DAYS 

Are  for  living. 

Others  are  for  getting  through. 

—MALCOLM  S.  FORBES, 

Editor-in-Chief 


Under  the  management  of  the  Trust 
Oil  Specialists  at  First  in  Dallas,  the  answer 
in  many  cases  is  yes.  Producing  oil  and  gas 
properties  have  proved  to  be  sound  investments 
for  employee  benefit  funds. 

An  added  benefit  is  flexibility.  Trust  fund 
investments  in  producing  oil  and  gas  properties 
can  take  three  forms:  ( 1 )  production  loans, 

(2)  production  loans  with  reversionary  interests, 

(3)  outright  purchase  of  the  properties  by  the 
trust  account,  or  a  combination  of  these  three. 

First  National's  Trust  Oil  Specialists 
are  responsible  for  more  than  8.700  mineral 
properties.  They  make  an  important 
contribution  to  our  performance  on  the  more 
than  $  1  billion  in  market  value  of  assets  under 
our  Trust  Services  management. 

We'd  like  to  talk  with  you  about  managing 
your  employee  benefit  funds.  About  the 
innovative  services  of  our  Trust  Oil  Department. 
And  about  other  trust  investment  opportunities 
available  in  the  growing  Southwest. 

Call  Larry  Budnerat(2l4)749-47l  1. 
Or  John  Depew  at  749-47  1 6.  First  National 
Bank  in  Dallas. 


Roy  Christian,  First  in  Dallas  Trust  Oil  Specialist. 


Is  there  room  in  an 

employee  benefit  portfolio 

for  producing  oil 

and  gas  properties? 


Trust  Oil  Specialists 
in  the  Southwest. 

fiist 
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NATIONAL  BANK 

IN  DALLAS 

NOW  LEASING  IN  DALLAS:  the  56-story  First  International  BIdg.  for  occupancy  first  quarter  1974.  P.O.  Box  603  i,  Dallas,  Texas  75222. 

Member  FDIC 
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"oDad, 

^.  ^his  little  bottle's  here  to  say 
you've  made  me  what  I  am  today. 

Your  stories  of  bankers,  your  stories 
of  kings,  your  stories  of  conglomerates, 
they  taught  me  things. 

So  today  I'm  rich,  today  I'm  wiser. 
3ut  as  this  gift  shows,  Dad, 
'm  not  a  miser. 


'"4 


Johnnie  Walker 
Black  Label  Scotch 

YEARS  ,;-"i2^  OLD 


■$10  A  FIFTH  PRICES  MAY  VARY  AC 


,t'Jliirglll.1MI»J.'IHHIlW:Vl: 


XES  12  YEAR  OLD  BLENDED  SCOTCH  WHISKY.  86.8  PROOF.  BOTTLED  IN  SCOTLAND.  IMPORTED  BY  SOMERSET  IMPORTERS, 
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A  Business  in  Billions,  a  Profit  in  Pennies 

The  bigger  it  gets,  the  less  money  International  Harvester  seems 
to  make.  Can  Brooks  McCormick  reverse  this  dangerous  trend? 


Is    International     Harvester    turning 
around  at  last? 

President  Brooks  McCormick,  55,  a 
great-grandnephevv  of  the  founder, 
says  it  is.  He  recently  told  secur- 
it>  analysts  that  Harvester  would  be 
netting  $4  a  share  within  two  years, 
which  would  be  nearly  double  the  av- 
erage showing  of  the  last  four  years. 

We  have  stopped  moving  rather 
steadily  backward,"  he  said. 

If  so,  it  is  not  a  day  too  soon.  Har- 
ester  could  not  have  gone  on  indefi- 
iitely  the  way  it  was.  It  had  reached 
a  point  where  it  was  virtually  all  sales 
and  no  profit.  Sales  in  the  last  fiscal 
car  passed  the  $3-billion  mark,  rank- 
ng  the  company  in  35th  spot  among 
\\\  U.S.  corporations  in  revenues.  Prof- 
ts,  however,  were  getting  thinner  and 
thinner.  As  against  35th  spot  in  sales 
n  Forbes'  Directory  Issue  (May  15) 
Harvester  ranked  only  202nd  in  net 
profits.  At  just  $45  million  last  year, 
profits  amounted  to  only  1.5  cents  on 
he  sales  dollar  and  under  3%  on  stock- 
lolders'  equity.  Only  five  years  earlier, 
profits  were  better  than  4  cents  on  the 
sale's  dollar,  nearly  10%  on  equity. 

Meanwhile,  as  profits  shrank,  capi- 
:al  needs  were  climbing.  In  1966  Har- 
.ester  employed  total  assets  of  about 
H.8  billion;  last  year  nearly  $2.3  bil- 
ion.  A  plodding  Harvester  was  hav- 
ng  to  sell  more  and  more  and  use 
nore  and  more  capital  to  achieve 
imaller  and  smaller  profits. 

That  way,  of  course,  lies  disaster. 

Since  he  became  chief  executive 
ast  October,  Brooks  McCormick,  a 
loft-spoken  but  determined  man,  has 
vorked  hard  to  reverse  these  poten- 
ially  lethal  trends.  This  fiscal  year  he 
las  produced  tangible  signs  of  prog- 
ess:  For  the  first  half  of  the  fiscal 
■  ear  that  will  end  this  Oct.  31,  Har- 
ester's  earnings  rose  to  $35  million 
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from  a  depressed  $9  million  last  year. 
This  was  an  impressive  gain,  but  to 
call  it  a  turnaround  would  be  prema- 
ture. It  still  left  Harvester  with  a  re- 
turn on  sales  of  only  about  2.3%,  and 
this  in  a  period  when  most  of  its  busi- 
nesses were  booming.  "Remember," 
says  a  well-known  former  truck  execu- 
tive, "this  was  in  a  year  when  truck 
sales  were  going  through  the  roof."  In 
short.  Harvester  is  currently  in  a  sell- 
ers' market.  The  U.S.  truck  industry 
gained  40%  in  total  volume  since  the 
first  of  the  year,  and  trucks,  50%  of 
Harvester's  sales,  are  far  and  away 
its  primary  item.   In  Harvester's  sec- 


ond-biggest line,  faim  machinery  (30% 
of  sales),  U.S.  sales  were  24%  ahead 
of  last  year's  for  the  first  half. 

The  fact  is  that  Harvester  has  not 
been  sharing  fully  in  the  boom.  Its 
truck  volume  was  up  30%— ten  points 
less  than  the  industry— and  it  dropped 
from  26%  of  the  market  to  24%  in  the 
important  heavy-duty  trucks. 

What's  wrong?  One  problem  is  pro- 
duction. Harvester  says  it  suffers  from 
a  difficult  labor  situation.  At  $7.14 
an  hour,  its  labor  costs  are  even  high-, 
er  than  General  Motors— but  without 
GM's  vaunted  efficiency  to  mitigate 
them.  And  wages  are  only  part  of  it. 
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Low  Ball.  Competitors  say  Harvest 
selling  to  government  fleets  under 
the  lucrative  spare  parts  business,  w 

er  stays  No.  One 
factory  cost.  The 
here  markups  run 

in  heavy  trucks  by 
return  comes  from 
to  30yo  and  more. 

19 


Chancy.  Harvesfer  is  gambling 
thai  farmers  will  accept  its 
fancy      air-powered      planter. 


"Our  union  contiact  doesn't  give  us 
the  right  to  utihze  overtime,"  says 
Keith  P.  Mazurek,  vice  president  in 
charge  of  the  truck  division.  "And  we 
haven't  gone  to  two  shifts— where  it's 
pure  profit  gravy— because  we  can't 
justify  hiring  added  foremen." 

At  the  moment,  Brooks  McConnick 
won't  say  much  because  he  doesn't 
feel  he  has  been  in  charge  long  enough 
to  be  judged  on  his  record.  But  Har- 
vester's top  management  recently  re- 
leased a  policy  statement  outlining  the 
kind  of  organization  Harvester  should 
have:  ".  .  .  centralized  coordination 
and  performance  control,  decentral- 
ized assignment  of  profit  responsibility 
and  decision  authority  for  all  oper- 
ating functions,  with  effective  com- 
munications, both  upward  and  down- 
ward." Cutting  through  the  verbal  fog, 
this  means  that  what  Haivester  needs 
is  a  1970's-style  management,  not 
1920's-style.  What  is  alarming  is  that 
in  1972  the  company  apparently  has 
not  yet  achieved  this.  Top  manage- 
ment is  still  heavily  inbred,  with  the 
almost  sole  exception  of  Keith  Mazur- 
ek, who  was  hired  away  from  Chrys- 
ler of  Canada  in  1969  to  run  the 
truck  division. 

Management  and  labor  problems 
aside,  IlaiA'ester  suffers  a  serious  com- 
IX'titive  disadvantage.  Though  it  is 
l)igger  overall  than  most  of  its  compet- 


itors, it  is  smaller  than  they  are  in 
each  of  its  major  lines.  Caterpillar  far 
overshadows  it  in  construction  equip-., 
ment.  Deere  is  ahead  by  a  comfortable 
lead  in  U.S.  faim  machinery  sales. 
And  Harvester's  8%  of  the  total  U.S. 
truck  market  is  dwarfed  by  GM's  42%. 

IH  used  to  beat  everyone  else  in 
selling  farm  machinery  to  American 
farmers.  But  back  in  1958  Deere  & 
Co.  zipped  into  the  No.  One  spot. 
Deere  now  has  an  estimated  30%  of  the 
U.S.  farm  machinery  market  while 
Harvester  holds  perhaps  20%.  "Har- 
vester lagged  behind  them  going  into 
heavier  horsepower  tractors,  and  then 
seemed  to  have  a  weaker  set  of  deal- 
ers," says  Terry  Nagelvoort,  an  analyst 
with  Faulkner  Dawkins. 

Brooks  McCoiTuick  has  said  that 
Harvester's  future  lies  overseas.  But 
there,  too,  recent  results  have  not 
been  good.  Hai-vester  sells  more  trac- 
tors in  Geimany  and  France  than  any- 
one, but  its  European  operation  lost 
$3.2  million  last  year.  High  costs  and 
lots  of  competition  have  forced  the 
closing  of  farm  machinery  plants  in 
Sweden,  France  and  England.  English 
truckmen  recall  Harvester's  attempt  a 
few  years  ago  to  make  a  heavy  tmck 
for  British  industry.  The  attempt 
failed.  "Nobody  was  prepared  to  pay 
for  it,"  says  one  man.  "Who  needs  In- 
ternational Harvester  when  Ford  and 
Bedford  are  wiping  up  the  market?" 
Harvester  now  hopes  to  return  to  the 
common  market  with  a  Dutch  truck 
maker,   DAF. 

IH  has  always  been  proud  to  lead 
in  the  U.S.  in  heavy-truck  sales,  but 
even  in  this  area  IH  faces  eight 
competitors,  most  of  whom  make 
tioicks  more  profitably.  The  competi- 
tion includes  General  Motors  and 
Ford,  who  have  decided  to  carve  out 
a  big  niche  in  heavy  trucks,  where 
one  sale  at  $25,000  can  counter  the 
sale  of  ten  Toyotas.  In  seven  years 
Ford  has  doubled  its  share  of  this 
market  and  now  holds  15%  of  the  mar- 
ket. CMC  sits  on  13%,  and  recently 
expanded  medium-  and  heavy-duty 
truck  production  by  50%.  While  IH 
held  30%  of  the  heavies  market  in  the 
mid-Sixties,  it  now  holds  about  24%. 

Critics  say  that  IH  has  been  un- 
discriminating  in  carrying  a  full  line  of 
truck  models  and  all  kinds  of  options. 
James  Ryder,  head  of  the  nation's  big- 
gest truck-leasing  firm,  says  he  recalls 
visiting  Harry  O.  Bercher,  IH's  former 
board  chairman,  to  argue  for  fewer 
models  to  cut  costs.  "Bercher  said 
he'd  like  to,"  Ryder  remembers,  "but 
that  it  was  hard  for  him  to  turn 
down  a  fleet  sale  if  the  drivers  wanted 
some  frill  or  option." 

McCormick  inherited  other  prob- 
lems. John  Deere  effectively  used  its 
financ>e  company  to  build  new  sales, 


financing,  for  instance,  a  farmer's  TV 
set  and  appliances  as  well  as  his  new 
tractor.  Until  recently,  IH  has  em- 
phasized instead  the  financing  of  a 
dealer's  showroom  inventory.  Once, 
such  receivables  move  off  the  parent 
company  books  onto  those  of  IH's  fi- 
nange  company,  they  are  recorded  as 
sales— even  though  they  remain  on  the 
dealer's  lot.  IH  is  carrying  some  $557 
•million  of  such  "sales"  right  now.  In 
contrast,  Deere  keeps  them  in  the  par- 
ent company  until  an  actual  machinery 
sale  is  made. 

Harvester's  annual  inventory  turn- 
over is  down  to  about  1.5  times  now 
compared  with  White  Motor's  3. 

Hai-vester's  answer  has  been  a  pro- 
gram of  plant  closings,  and  McCor- 
mick plans  on  no  new  capacity  for  at 
least  two  years.  The  most  dramatic 
closedown  was  that  last  year  of  the 
South  Chicago  tractor  works,  nearly 
1  million  square  feet  of  ancient  fac- 
tory space  that  was  bleeding  Harvest- 
er white.  Total  costs,  including  sever- 
ance pay  and  machinery  shifts:  an 
estimated  $48  million. 

Going  for  Light 

While  Harvester  has  been  taking  off 
weight,  Mazurek  has  been  allowed  to 
make  some  un-Hai-vester-like  moves  in 
the  truck  division.  He  has  put  new  em- 
phasis on  Harvester's  light  trucks,  an 
area  that  the  company  was  ready  to 
leave  just  as  sales  took  oft.  He  has  re- 
organized the  dealer  setup  from  dis- 
tricts into  regions.  And  he  has 
changed  some  old  IH  production 
methods.  For  instance,  one  medium- 
sized  tiiick  was  being  built  in  a  tiny 
building  off  a  main  assembly  line.  Ma- 
zurek put  it  up  on  the  line  and  shifted 
a  low-volume  van  to  another  factory. 
Suddenly,  Harvester  found  it  could 
make  75  mediums  a  day  vs.  33. 

But  it  is  an  uphill  fight.  Before  Ma- 
zurek, Hai-vester  had  4%  of  the  highly 
competitive  light-truck  market.  That 
has  only  risen  to  4.7%  in  two  years. 

The  promise  McCormick  has  made 
to  date  is  modest  enough:  $4  a  share, 
within  a  few  years.  At  this  rate.  Har- 
vester would  still  be  earning  only 
about  9%  on  stockholders'  money  and 
3.5%  on  sales,  hardly  an  inspiring  goal. 
Nonetheless,  McCormick  has  taken 
several  steps  in  the  right  direction- 
closing  of  the  obsolete  tractor  works, 
for  example,  and  giving  more  elbow 
room  to  men  like  Keith  Mazurek. 

But  some  big  questions  remain: 
Will  the  truck  boom  continue?  Can 
Harvester  get  its  construction  business 
in  the  black?  When  will  the  Euro- 
pean operation  get  back  to  profitabili- 
ty? Can  Harvester  avoid  further  loss  of 
market  share  in  trucks  and  farm  ma- 
chinery? Brooks  McCoiTnick's  troubles 
are  far  from  over.   ■ 
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What  Walt  Hath  Wrought 

A  land  boom  that,  like  all  booms, 
seems  to  be  getting  out  of  hand. 


BuELL  G.  Duncan  Jr.,  senior  vice 
president  of  the  First  National  Bank 
at  Orlando,  tells  of  a  friend  who  came 
upon  110  acres  of  land  a  few  miles 
from  the  cit\-  at  a  price  he  thought 
was  a  steal.  The  owiier  wanted  $4,500 
an  acre,  and  Duncan's  friend  was  sure 
that  it  e\entuallv  would  be  worth 
$15,000  to  S20,060  per  acre.  He  put 
up  a  deposit  of  $25,000  and  went 
looking  for  partners.  Everyone  he  ap- 
proached laughed  at  him.  Unable  to 
swing  the  deal  alone,  he  ended  by 
forfeiting  the  deposit. 

That  was  in  1967.  Two  years  ago, 
54  acres  of  the  land  brought  in 
$10,000  an  acre.  Since  then  the  owner 
has  sold  one  parcel  of  45  acres  for 
$400,000,  another  of  four  acres,  also 
for  S400,000-a  total  of  $1.34  million, 
with  47  acres  still  to  go! 

Far-fetched?  Then  consider  this: 
In  1966  Holiday  Inn  acquired  ten 
acres  of  land  on  State  Road  530  at 
$4,000  an  acre.  F"our  years  later, 
Marathon  Oil  paid  $155,000  for  one 
acre  facing  Holiday  Inn. 

It's  stories  like  these,  true  though 
they  may  be,  that  bring  the  latecom- 
ers, the  suckers,  rushing  in. 

This  Florida  land  rush  was  started 
by  Walt  Disne\'  Productions,  which  in 
1967  began  assembling  27,500  acres, 
partly  swampland,  16  miles  southwest 
of  Orlando  for  Disney  World,  a  coun- 
terpart of  Disne\land  in  Anaheim, 
Calif.  "Since  then,"  says  banker  Dun- 
can, "the  land  between  Orlando  and 
Disney  World  has  gone  up  20  times. 
Other  land  in  the  vicinity  of  Orlando 
has  gone  up  four  or  five  times." 

Says  Dick  Marlowe,  business  and 
financial  editor  of  the  Orlando  morn- 


ing Sentinel:  "People  are  buying  land 
175  miles,  200  miles  from  Disney 
World  in  the  belief  that  it's  near  Dis- 
ney World.  A  little  old  lady  from 
Boston  was  here  recently.  She'd 
bought  a  quarter  acre  'near  Disney 
World'  for  $6,000  after  hearing  it  ad- 
\ertised  on  the  radio,  and  she  wanted 
to  see  it.  Her  property  was  closer  to 
Miami!  1  know  that  country;  there  are 
no  roads  there.  E\en  if  she  could  get 
to  her  property  on  foot,  she  wouldn't 
be  able  to  find  it  without  a  suiA'eyor." 

The  announcement  of  Disney  World 
started  a  land  rush  because  Disney 
expects  to  attract  10  million  visitors 
this  year,  more  next.  An  estimated 
805?  of  them  will  come  by  car.  They'll 
need  gas.  That's  why  Marathon  Oil 
would  pay  $155,000  an  acre  for  a 
first-class  station  site. 

The  visitors  to  Disney  World  also 
will  have  to  sleep  somewhere.  When 
Disney  World  opened,  there  were  only 
5,800  hotel  and  motel  rooms  in  the 
whole  Orlando  area.  So  a  rush  to  build 
hotels  is  under  way.  At  Major  Center, 
Howard  Johnson  already  has  opened 
a  ten-story,  261-room  Motor  Lodge. 
Sheraton  will  not  only  have  a  724- 
room  hotel  there,  but  a  410-room  mo- 
tor inn  as  well.  Elsewhere  in  the  area, 
at  the  intersection  of  U.S.  192  and 
545,  a  Howard  Johnson,  a  Quality 
Court  and  a  Scott  Inn  motel  are  now 
in  the  works.  Press  agent  Charles 
Richards  of  the  Orlando  Chamber  of 
Commerce  estimates  there  will  be 
27,000  new  hotel  and  motel  rooms  in 
Orlando  In  the  next  ten  years. 

Disney  World  also  has  attracted 
other  entertainment  companies  to  Or- 
lando. Ringling  Bros.-Barnum  &  Bailey 


Combined  Shows,  a  subsidiary  of  Mat- 
tel (of  Barbie  doll  fame),  has  an- 
nounced plans  to  build  a  $50-million 
circus-like  complex  called  Living 
World  on  600  acres  just  ten  miles 
away.  Nearby,  Sea  World,  in  part- 
nership with  Florida  Land,  plans  a 
$12-million  complex  featuring  seals, 
porpoises,  penguins  and  Japanese 
pearl  divers.  After  all,  the  reasoning 
goes,  if  10  million  people  visit  Disney 
World,  some  can  be  persuaded  to 
spend  an  extra  day  or  two  to  see  Ring- 
ling  Bros.'  Living  World  or  Sea  World. 
Whether  they  will  or  won't,  however, 
in  the  meantime  the  early  land  specu- 
lators have  theirs  made. 

Aside  from  the  land  speculators, 
the  big  profitmakers  in  Orlando  have 
been  the  banks.  Seven  new  banks 
have  opened  since  Disney  World 
opened,  three  of  them  in  just  one  week 
in  March.  First  at  Orlando  Coip., 
founded  only  five  years  ago,  has  grown 
fast  enough  to  become  the  fourth- 
largest  bank  holding  company  in  Flori- 
da and  the  42nd-largest  in  the  U.S. 
Chairman  William  H.  Dial  reports 
that  between  1967  and  1971  assets 
grew  87%,  from  $428  million  to  $801 
million,  and  per-share  earnings  124%, 
from  62  cents  to  $1.39. 

Different  This  Time? 

Florida  land  booms  have  usually 
ended  in  busts,  like  the  granddaddy 
of  them  all  in  the  Twenties.  The 
Twenties  boom  was  launched  by  the 
completion  of  a  bridge  to  Miami 
Beach,  then  not  a  beach  but  a  man- 
grove swamp.  Tens  of  thousands  of 
people  came  to  Miami,  bringing  mil- 
lions of  dollars.  A  typical  incident: 
Four  hundred  acres  of  sand-covered 
swamp  were  put  up  for  sale  one  morn- 
ing at  8:30.  By  11,  the  real  estate 
office  had  to  close  because  of  the  mob 
that  was  forcing  cash  and  checks  on 
the  salesmen— $33  million  worth. 


Jumping   The   Gun.  So  great  is  the  tourist  flow  into 
Orlando  to  visit  Disney  World  that  Sheraton  opened 


its    first    hotel    there    even    before    it    was    completed, 
using  a  trailer  as  a  makeshift  office  and  booking  desk. 
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Prices  started  softening  late  in  1925, 
and  in  1926  a  Iiurricane  swept  the 
east  coast  of  Florida.  Every  city  on 
the  coast  was  hit;  Miami,  where  100 
died,  the  worst  of  all.  That  was  the 
end.  The  people  who  owned  the 
swampland  found  they  couldn't  give 
it  away. 

Will  it  happen  in  Orlando? 

Probably  not.  At  least,  not  to  the 
same  degree.  Disney  World  may  be  a 
world  of  fantasy,  but  it's  no  fantasy 
itself.  Florida  is  the  biggest  U.S.  tour- 
ist state  (23  million  in  1970),  and  the 
state's  highway  pattern  is  such  that 
anyone  who  travels  through  Florida 
by  car  must  pass  near  Disney  World. 

But  this  does  not  mean  that  every- 
one who  invests  money  "near  Disney 
World"  is  going  to  get  rich.  Some  as- 
tute observers  believe  Orlando  even- 
tually will  end  up  with  too  many  hotel 
and  motel  rooms.  Says  banker  Dun- 
can; "I  believe  there  will  be  too  many 
hotel  and  motel  rooms  for  a  while— un- 
til Living  World  and  Sea  World  open. 
The  chains  with  national  reser\'ations 
systems  will  survi\'e,  but  I'm  not  sure 
about  the  ma-and-pa  motels;  they're 
in  for  a  rough  time." 

$100  a  Day 

Will  there  be  enough  spillover  from 
Disney  World  to  make  Li\'ing  World 
and  Sea  World  profitable?  Some  peo- 
ple wonder.  It  costs  about  $100  a  day 
for  a  family  of  four  to  visit  Disney 
World,  and  it  takes  at  least  two  days 
to  see  all  the  attractions.  Two  days, 
$200.  How  many  families  will  spend 
another  two  days  and  another  $200 
to  visit  Living  World  and  Sea  World? 
Nobody  knows. 

The  construction  boom,  which  is 
the  cause  of  the  banking  boom,  will 
end  in  a  very  few  years.  How  will  all 
the  banks  fare  then?  A  community 
that  lives  primarily  on  tourists  is  not 
a  very  solid  base  for  a  bank.  As  the 
Regional  Planning  Council  points  out, 
hotel  and  motel  workers— bellhops, 
maids,  waiters  and  waitresses— are  not 
particularly  well  paid. 

Thinking  businessmen  in  Orlando 
are  well  aware  of  these  problems,  and, 
for  that  reason,  the  Chamber  of  Com- 
merce has  appointed  a  committee  of 
200  to  attempt  to  entice  high-paying 
industries  to  Orlando.  So  far,  it  has 
met  with  some  success.  Seven  insur- 
ance companies  have  set  up  regional 
home  offices  in  the  city.  Chrysler  has 
moved  its  parts  distribution  center 
there  from  Jacksonxille.  Fuller  Brush, 
J.C.  Penne\,  7-11  convenience  stores- 
all  have  set  up  distribution  centers  in 
Orlando,  attracted  by  the  same  high- 
way network  that  attracted  Disney. 

But  they  should  waste  no  time.  An 
area  geared  to  boom  can  get  a  terrible 
shock  when  the  boom  slows  down.  ■ 
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Cease-Fire? 

Imperial  Chemical  Industries  is  the  world's  biggest 
chemical  company.  It  is  far  from  the  most  profitable. 
So  it  is  asking  its  competitors  for  a  kind  of  truce. 


In  April  1971  Britain's  Imperial  Chem- 
ical Industries  topped  out  its  world- 
wide empiie  by  taking  over  Atlas 
Chemical  Industries  of  Wilmington, 
Del.  With  Atlas  adding  about  $155 
million  to  its  sales,  ICI  became  in- 
disputably the  world's  biggest  chem- 
ical company  in  both  sales  ($4  bil- 
lion) and  assets  ($4.6  billion).  Its 
nearest  competitors  in  size  are  du 
Pont,  with  $3.8  billion  sales,  and  Un- 
ion Carbide,  with  $3  billion. 

Biggest,  yes,  but  by  no  means  the 
most  profitable.  ICI  earned  $254  mil- 
lion last  year,  well  below  the  $357 
million  du  Pont  earned.  ICI's  return 
on  equity  was  10.5%,  vs.  14.1%  for 
du  Pont  and  14%  for  Dow,  though  ICI 
bettered  Carbide's  8.5%. 

The  gap  widened  in  1972's  first  quar- 
ter. ICI's  earnings  dropped  43%  at  a 
time  when  American  and  even  some 
German  competitors  were  beginning 
to  show  gains.  Says  ICI's  new  chair- 
man, John  Callard,  a  59-year-old  ICI 
career  man:  "This  is  one  of  the  most 
difficult  periods  in  our  history." 

There  are  short-term  reasons  for 
the  difficulties:  ICI  has  $1.1  billion 
worth  of  sales  in  plastics  and  fibers 
from  the  U.K.  alone,  where,  after 
taxes  and  interest  charges,  it  did  well 
to  break  even  last  year.  The  problem 
was  a  familiar  one:  overcapacity  and 
consequent  price-cutting.  This,  of 
course,  dragged  the  whole  company's 
showing  down,  just  at  the  time  when 
it  was  taking  some  $147  million  in 
write-offs  on  textile  operations. 

World  Gone  By 

But  there  is  a  longer-term  prob- 
lem and  a  more  serious  one.  It  in- 
volves not  only  ICI,  but  all  of  Brit- 
ish industry  as  it  struggles  to  live  in  a 
world  where  the  old  imperial  protec- 
tions are  gone.  Until  the  early  1960s 
ICI  was  what  its  name  proclaimed: 
a  British  Empire  company.  It  had  been 
brought  into  being  in  1926  by  Harry, 
later  Lord,  McGowan  to  protect  Brit- 
ain's leading  chemical  companies  from 
being  taken  over  by  the  American  and 
German  giants. 

A  couple  of  years  later,  ICI  con- 
cluded its  famous  patent-sharing 
agreement  with  du  Pont  and  reached 
an  understanding  with  I.G.  Farben. 
Under  these  arrangements,  ICI  stayed 
out  of  the  U.S.  and  Europe,  and  ev- 
eryone else  stayed  out  of  the  British 
Empire.  McGowan  ran  the  company 
for  20  years  and  stepped  down  only 
in  1950  at  the  age  of  76.  While  Mc- 


Gowan's  world  lasted,  ICI  prospered. 

iCl  kept  its  share  of  the  cartel  deal. 
In  1951  its  combined  sales  to  the  U.S. 
.and  Europe  amounted  to  only  $19 
million,  a  mere  2%  of  the  total. 

Even  after  the  U.S.  Federal  Trade 
Commission  put  an  end  to  the  du 
Pont  agreements  in  1952,  it  was  some 
years  before  ICI  began  to  behave  as  if 
the  world's  markets  were  really  open 
to  it.  ICI's  two  potential  bonanza 
products  for  the  postwar  period  were 
polyester,  which  du  Pont  brought  out 
under  license  as  Dacron,  and  poly- 
ethylene. But  ICI  never  ventured 
directly  into  the  U.S.  with  either:  In 
polyester,  it  joined  Celanese  in  form- 
ing Fiber  Industries,  in  which  it  holds 
a  37.5%  interest;  polyethylene  is  sim- 
ply licensed  to  U.S.  manufacturers. 


Like  many  a  chemical  compa- 
ny, ICI  is  into  such  high-prof- 
it   items    as    pharmaceuticals. 


What  converted  ICI  into  a  true 
international  marketer  was  the  abrupt 
30%  drop  in  profits  that  it  experi- 
enced in  1961,  which  was  in  turn  the 
result  of  the  end  of  the  postwar  fibers 
boom.  Sales  dwindled,  and  ICI  was  re- 
\ealed  as  a  notoriously  commodity- 
oriented  company  with  a  contempt  for 
marketing,  committee-run  by  a  senior 
management  that  was  half  scientif- 
ic, half  civil  senice  in  its  outlook. 

It  took  a  civil  servant  to  show  the 
company  how  to  confound  its  critics. 
Under  its  new  chairman.  Sir  Paul 
Chambers,  a  former  senior  official  in 
Britain's  Inland  Revenue,  ICI  at  least 
temporarily  abandoned  its  monopolist 
stance  and  within  a  decade  became 
an  international  leader  to  be  reck- 
oned with.  Chambers  took  ICI  into 
Europe,  setting  up  manufacturing 
plants  in  Holland,  West  Germany, 
France.  ICI  now  has  a  $350-million 
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investment  in  ICI  Euiopa.  which 
manufactures  around  S221)  miUion 
annualK .  \\liile  ICI  itself  exports  over 
$312  milhon  uortli  of  products  from 
the  United  Kingdom. 

Chambers'  expansion,  houexer, 
was  expensi\e.  Breaking  into  new  mar- 
kets and  new  products  and  building 
expensive  plant  cut  into  profits.  And 
the  pace  of  the  expansion  helped  pro- 
duce the  veiy  o\ersuppl\  that  further 
damaged  profits.  Between  1964  and 
1970,  for  example.  ICI  added  SI. 7  bil- 
lion in  sales,  but  oiiK  some  S96  million 
to  net  profits;  return  on  sales  thus  fell 
from  8"?  to  6.9'?. 

Pa\ing  this  kind  of  freight.  Cham- 
bers realized  he  couldn't  take  on  the 
whole  world  at  once,  and  so  he  left 
the  U.S.  for  last.  ICI's  early  invasion  of 
the  U.S.  in  the  1960s  was  halting  and 
timid.  Pre-.'\tlas  Chemical,  ICI  Ameri- 
ca's total  \olume  amounted  to  onI\- 
S6.5  million— a  remarkabK-  slender 
presence  for  a  compan\  of  ICI's  size. 
Celanese  handled  its  polyesters,  Amer- 
ican Home  Products  some  of  its  key 
ethital  drugs,   Che\ron   Chemical   its 


The  first  indication  that  ICI 
was  opting  for  a  cease-fire  in  the 
international  chemical  war  came 
last  September  when  Edmond  Wil- 
liams, chairman  of  ICI's  plastics 
division,  startled  a  Dusseldorf  plas- 
tics meeting  by  arguing  that  the 
industr\  needed  "some  legally  rec- 
ognized procedure  for  better  inter- 
national and  intercompany  consul- 
tation, some  orderly  arrangement 
for  the  bringing  in  of  new  capacity 
and  perhaps  more  joint  \entnres." 

Williams  didn't  exactly  come 
right  out  and  saij  ICI  wanted  an 
international  cartel,  but  that  clear- 
\\  was  pretty  close  to  what  he 
proposed;  and  that  in  itself  under- 
scored just  how  seriously  ICI  views 
the  state  of  the  industn'  these  days. 
'  After  all,  an  estimated  $2.6  billion 
worth  of  European  chemical  plant 
capacity  currently  lies  idle,  and 
there  is  increasing  talk  of  some  of 
the  weaker  companies  going  to  the 
wall— this  at  a  time  when  a  number 
of  developing  countries  (Spain,  for 
example)  are  trying  to  establish 
chemical  industries  of  their  own. 

As  ICI  Chairman  Jack  Callard 
sees  it,  the  overcapacity  in  fibers 
and  plastics  is  caused  by  the  huge 
increase  in  economic  plant  size.  It 
only  needs  a  couple  of  companies 
building  giant  chemical  complexes 
to  produce  a  substantial  amount  of 
overcapacit\ .  Then  everyone's 
plants  either  operate  below  eco- 
nomic capacity  or  prices  drop,  until 


agricultural  chemicals  (pesticides, 
herbicides,  and  so  on ) .  But  with  Atlas, 
ICI  America  sales  ballooned  to  around 
S200  million,  which  should  expand 
even  more  later  this  year  when  a  new 
$50-mi]lion  polyester  film  plant  goes 
on  stream  in  Hopewell,  Va. 

New  rhrusf 

Having  suffered  painfully  for  its 
position  as  a  commodity  producer 
elsewhere  in  the  world,  ICI  has  de- 
cided that  the  U.S.  market  is  no  place 
to  compete  in  high-tonnage  or  capital- 
intensive  products.  Instead,  it  is  going 
after  such  high-margin  markets  as 
pharmaceuticals,  fine  chemicals  and 
agricultural  products— products  where 
Atlas  is  already  established. 

As  Chambers'  successor,  Callard 
seems  to  be  shifting  definitely  toward 
a  less  expansionist  policv.  Between 
I960  and  1971  ICI  expanded  its  sales 
nearly  threefold,  and  during  most  of 
that  period  ICI  could  rely  on  volume 
and  the  economies  of  scale  to  keep  its 
profits  rising.  But  that  is  no  longer 
the  case.  The  road  to  future  profits  lies 

Call  it  Cartel?  Or  Cooperation? 

demand  eventually  catches  up  and 
triggers  another  round  of  overin- 
vestment. Says  Callard,  "That's  a 
pretty  clumsy,  long-drawn-out,  ex- 
pensive wa\'  of  using  resoiuces." 

When  pressed  for  alternatives, 
Callard  points  respectfully  to  the 
Japanese.  "Their  great  success,"  he 
says,  "has  been  that  their  invest- 
ment has  been  carefully,  methodi- 
cally, and  by  agreement  between 
the  government  and  the  companies, 
phased  in  such  a  way  that  their 
new  capacity  comes  into  use  at  a 
much  higher  rate  than  ours,  and 
this  gives  them  an  advantage.  I 
don't  mean  that  governments  in  the 
W'est    should    necessarily    do    the 

Wi\\\am%  of  la 


not  in  building  ever-larger  plants,  but 
in  improved  margins  and  cost  controls. 

As  for  new  products,  ICI  is  build- 
ing a  $3-miIlion  pilot  plant  to  make 
synthetic  protein  food,  and  has  put 
$10  million  into  research  on  nonto.xic 
synthetic  cigarettes.  But  these  are  rel- 
atively small  projects.  Why  not  some 
new  fiber?  "If  you  look  at  the  range  of 
synthetic  fibers  now  available  and 
what  they  will  do,"  says  Callard,  "no- 
body really  needs  another  one.  The 
cost  of  inventing,  developing  and  es- 
tablishing another  major  fiber  is  so 
high  that  very  few  people  would  con- 
template doing  it.  And  this  is  also 
largely  true  of  thermoplastics. 

"I'm  hungry  for  profits,"  Callard 
says,  and  he  makes  it  fairly  clear  that 
the  period  of  big  capital  spending  is 
about  over.  In  fact,  he  has  been 
thumping  for  international  agreements 
between  the  great  chemical  compa- 
nies (see  box)  to  restrict  their  plant 
investment.  In  time  of  stress,  organisms 
tend  to  revert  to  type.  Somewhere, 
above  or  below,  Lord  McGowan's  ghost 
must  be  smiling  faintly.   ■ 


FORBES,   JUNE    1,    1972 


same  thing,  but  I  think  they  should 
see  that  there  is  an  advantage  to 
be  gained,  and  they  should  permit 
more  of  it,  maybe  encourage  it." 

Callard  has  already  won  govern- 
ment approval  for  ICI,  British  Pe- 
troleum and  Shell  to  coordinate 
their  ethylene  production,  and  for 
ICI,  Shell  and  Fisons  (one  of  the 
U.K.'s  main  fertilizer  producers)  to 
do  the  same  with  fertilizer  capacity. 

Nor  is  Callard  alone  in  seeking 
intercompany  cooperation.  Recent- 
ly the  leaders  of  the  French,  Italian 
and  Dutch  chemical  industries 
have  been  trying  to  persuade  the 
European  Economic  Community 
Commission  at  Brussels  to  accept 
what  would  constitute  a  registered 
chemical  cartel.  The  commission 
has  been  leaning  toward  greater 
competition,  but  Callard  says,  "1 
would  hope  that  the  commission 
will  see  the  advantage  in  [the  in- 
dustry proposal]  and  allow  it  to 
proceed." 

ICI  even  cherishes  some  hope 
of  getting  at  least  moral  support 
from  U.S.  chemical  companies. 
"There's  a  closer  relationship  be- 
tween capacity  and  demand  in  the 
States  than  there  is  in  Europe,"  says 
Bill  Duncan,  the  head  of  ICI  North 
America.  "But  the  American  com- 
panies have  in\'ested  in  Europe,  too, 
so  that  the  problem  of  getting  the 
capacity-demand  relationship  into  a 
more  sensible  relationship  is  their 
problem,  too." 


23 


The  88  Ventures  of  Johnson  &  Johnson 

Three  rules  guide  one  of  the  greatest  American  market- 
ers: 1)  Let  one  thing  lead  to  another.  2)  No  matter  how 
big  you  get,  stay  small.  3)  Make  your  managers  rich. 


"I  WAS  BRINGING  the  General  home 
from  Florida  to  die  after  he  learned 
that  he  was  suffering  from  cancer.  He 
was  lying  on  a  sofa,  and  he  said:  'Kid, 
you  know,  I  don't  want  you  ever  to 
forget  this:  Don't  buy  a  business  that 
you  can't  run  yourself.'  " 

You'll  probably  be  surprised  to 
learn  who  said  this.  It  wasn't  the 
founder  of  a  small  family  business 
leaving  some  final  wisdom  behind  for 
his  son.  The  dying  man  was  General 
Robert  Wood  Johnson,  patriarch  until 
his  death  in  1968  of  mighty  Johnson 
&  Johnson  of  New  Brunswick,  N.J. 
The  "kid"  turned  out  to  be  Philip  B. 
Hofmann,  then  in  his  50s,  J&J's  chair- 
man now. 

Hofmann  was  telling  this  story  to 
Forbes  to  make  a  point.  The  point 
was  this:  Here  is  a  company  with 
sales  of  $1.1  billion  and  stock  market 
valuation  of  $6.7  billion;  yet  it  is  ran 
in  many  ways  like  a  small  business. 
More  accurately,  it  is  run  like  a  big 
collection  of  small  companies. 

There  are  88  actual  companies  in 
the  J&J  fold,  all  of  them  wholly  owned, 
all  essentially  autonomous  except  in 
matters  involving  finance.  Each  com- 
pany has  its  own  president  and  its 
own  board  of  directors.  Some  of  the 
smaller  companies  have  sales  of  less 
than  $1  million. 

J&J's  dedication  to  smallness  goes 
all  the  way.  The  company  has  no  cen- 
tral marketing  organization,  no  cen- 
tral research  laboratory.  Each  of  the 
88  companies  does  its  own  research, 
although  they  do  exchange  ideas  with 
each  other.  The  reasoning:  J&J  op- 
erates in  36  countries  and,  says  Hof- 
mann, "All  the  brains  aren't  in  the 
U.S.  ...  The  most  prolific  laboratory 
we  have  is  the  laboratory  of  Dr.  Paul 
Jansen"  (who  runs  J&J's  Belgian  com- 
pany). Tlie  same  is  true  in  marketing. 
"We  don't  have  a  national  distribution 
network  for  this  corporation,"  says 
J.E.  Burke,  vice  chairman  of  the  ex- 
ecutive committee.  "We've  got  20,  30, 
I  don't  even  know  how  many.  Each 
company  is  responsible  for  its  own 
distribution." 

Who/  Economies? 

Doesn't  this  fragmentation  of  re- 
search and  marketing  result  in  a  sac- 
rifice of  the  economies  of  scale? 

"We  have  periodically  studied  the 
economics  of  consolidation,"  says 
Knrke.  "Let's  just  take  our  lonsumer 


Up  The  Ladder.  Chairman 
Philip  B.  Hofmann  started  af 
J&J  as  a  shipping  clerk  and 
gradually  worked  his  way  up. 


businesses  and  consolidate  the  distri- 
bution network.  .  .  .  There  would  be 
some  dollar  efficiencies  on  paper.  But 
we  say  to  ourselves  these  efficiencies 
would  have  to  be  enormous  before 
we'll  go  with  them,  because  we  be- 
lieve that  if  the  manager  of  a  busi- 
ness can  control  all  aspects  of  his  busi- 
ness, it  will  be  run  a  lot  better.  And 
we  belie\  e  that  a  lot  of  the  efficiencies 
you  are  supposed  to  get  from  econo- 
mies of  scale  are  not  real  at  all.  They 
are  elusi\e.  Once  you  get  your  big 
monster  going,  \ ou  are  going  to  create 
inefficiencies  that  \()u  don't  know  are 
there.  And  if  the  manageemnt  does 
see  them,  it  won't  be  aggressive  in 
rooting  them  out  because  it  doesn't 
have  to  control  them." 

Another  aspect  of  J&J's  private  phi- 
losophy is  reflected  in  its  board  of 
directors.  Johnson  &  Johnson  has  never 
had  an  outside  director.  Says  Hof- 
mann: "I'xe  had  (juite  a  lot  of  lectures 
about    that,    about    how    we    should 


have  outside  directors,  because  they 
would  make  suggestions.  If  a  man 
wasn't  doing  well,  they  could  change. 

"I  got  this  lecture  from  a  personal 
friend  of  mine  of  many  years— I  went 
to  school  with  him.  I  haven't  seen  him 
lately,  but  I  plan  to  ask  him  a  ques- 
tion. What  happened  to  Penn  Central? 
What  happened  to  Scott  Paper?  He 
was  a  director  of  both.  .  .  . 

"I  have  no  outside  directorships, 
but  I'm  a  commissioner  of  the  Port 
of  New  York  Authority.  ...  I  feel  ter- 
ribly frustrated  there.  I  feel  I'm  not 
doing  what  I  ought  to.  I  don't  have 
time.  I  don't  know  what's  going  on. 

"We  have  three  meetings  a  month 
at  the  Port  Authority.  We  march  in 
there  like  nice  little  boys.  The  execu- 
tive director  makes  his  report.  W'e  ap- 
prove programs.  We  approve  millions 
of  dollars  in  constraction— $18  million 
for  part  of  a  new  railroad  station  for 
PATH  [Port  Authority  Trans  Hudson] 
in  New  Jersey.  I  don't  know  what  it's 
about.  And  can't  know. 

"Now  you  take  the  other  side,  the 
inside  board  such  as  we  have  at  J&J. 
If  we're  going  to  spend  millions  of  dol- 
lars at  J&J,  I  know  something  about  it, 
because  we've  been  talking  about  it  i 
day  after  day,  week  after  week,  per- 
haps for  years." 

Up,  Up,  Up 

All  this  seems  to  work.  In  the  five 
years  1967  through  1971,  sales  dou- 
bled from  $525.8^iiillion  to  $1.1  bil- 
lion. Net  earnings  more  than  kept 
pace:  They  rose  from  $41.2  million  to 
$101.8  million;  earnings  per  share, 
from  76  cents  to  $1.82. 

One  of  the  reasons  Johnson  &  John- 
son works  so  well  is  that  its  managers, 
unlike  those  of  most  big  companies, 
have  an  enormous  stake  in  making  it 
work.  Not  onlv  do  thev  receixe  heft)' 
salaries  (Hofniann's  is  $302,409),  de- j 
ferred    compensation    and    stock    op- 1 
tions;    they    also    get    stock    outright. 
The   result   is   that   management   and 
the   Johnson    Foundation    (which   in- 
herited General  John.son's  10.2  million 
.shares)  own  approximately  35%  of  the] 
55.8    million    outstanding.    Hofmaitt 
owns   117,781   worth  more  than  $l3 
million.  H.S.  McNeil,  director  of  J&J's  I 
McNeil  Laboratories,  owns  1.5  million 
shares  worth  over  $175  million.  Says 
S.C.     Anderson,     vice     president     tt 
charge  of  finance:  "Every  member  d^l 
the  executive  committee  [which  coii' 
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sists  of  14  directors]  was  a  million- 
aire  before   he   became   a   member." 

Both  the  policy  of  creating  Johnson 
&  Johnson  as  a  group  of  independent 
companies  and  the  policy  of  cutting 
e\ecuti\es  into  the  melon  are  nearly 
as  old  as  the  company  itself.  J&J  was 
started  in  1885  b\-  two  brothers,  James 
\\'ood  and  Edward  Mead,  on  the 
fourth  floor  of  what  had  been  a  wall- 
paper factory  in  New  Bnuiswick.  The 
first  product:  mustard  plasters.  Then 
■'Uncle  Jimmy,"  as  Hofmann  calls  him, 
learned  how  to  make  absorbent  cot- 
ton. "He  also  learned  how  to  mix 
rubber  and  resin  and  zinc  oxide  to 
make  adhesive  plaster  >ou  could  put 
on  human  l>eings  and  take  off  without 
taking  the  skin  off." 

A  third  brother,  Robert  Wood 
Johnson,  who  was  to  become  the  com- 
pany's dri\ing  force,  joined  J&J  soon 
after.  Then  Edward  Mead  left  to 
form  his  own  company.  Mead  John- 
son, now  a  division  of  Brislol-M\  ers. 

Companies  Sprout 

One  product  led  to  another,  and, 
as  a  product  caught  on,  J&J  formed 
a  compan\  around  it.  When  this  com- 
pany dexeloped  a  hot  product,  J&J 
formed  a  company  around  that. 

At  J&J.  executives  like  to  sit  with  a 
huge  pad  of  drawing  paper  in  front 
of  them  and,  as  they  talk,  draw  rough 
charts.  Says  Hofmann,  who  had  a 
pad  of  drawing  paper  spread  before 
him:  "We  have  the  suture  business, 
Ethicon,  which  came  out  here.  It  pro- 
duced De\ro  [which  makes  sausage 
casings];  it  produced  Arbrook  [prod- 
ucts and  systems  to  limit  the  trans- 
mission of  hospital  infections].  We  just 
started  a  new  one  off  up  here.  We  cut 
the  dental  division  loose  from  John- 
son &  Johnson,  put  a  whole  new  team 
in,  bought  them  a  new  plant  down 
here  in  Hightstown;  the  boys  are  on 
their  w  a\ .  .  .  . 

"A  group  of  gynecologists  came  to 
see  Mr.  Johnson  in  1928;  they  said 
they  wanted  a  contraceptive  jelly  and 
they  wanted  him  to  make  it.  From 
that  developed  Ortho  Pharmaceutical 
—the  whole  contraceptive  business. 
W'e're  probablv  one  of  the  biggest  in 
the  world  in  this  business.  Dick  [Sel- 
lars]  and  I  started  that  company.  Dick 
was  the  salesman.  I  was  the  first  gen- 
eral manager.  That  was  .30  years  ago, 
when  birth  control  wasn't  a  polite 
business  to  be  in.  Then  we  developed 
the  diagnostic  business  because  of  re- 


P/oneer.  J&J  has  been  in  the  forefront 
in  developments  in  needle  and  suture  com- 
binations (left)  and  in  cost-cutting  dis- 
posable hospital  supplies  such  as  the 
disposable     hypodermic     needle     (right). 
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Since  J&J  makes  a  large  variety  of  arficles  from  clofti,  from   bandages  to  crib   sfieefs,   it  has  its  own  textile  plant. 


search  in  the  area  of  obstetrics.  .  .  . 
"Back  in  1928  we  had  an  order 
come  in  here  from  a  Httle  retail  drug- 
gist in  Detroit.  He  wanted  500  rolls 
of  12  by  10  adhesive  plaster.  That  or- 
der would  have  filled  his  diiigstore 
more  than  five  times,  so  we  figured  it 
was  a  mistake.  So  we  sent  him,  I 
think,  five  or  ten  rolls.  He  came  back 
and  asked  for  500  rolls.  The  sales 
manager  went  out  there.  This  drug- 
store was  located  across  the  street 
from  the  main  plant  of  the  Fisher 
Body  Co.  They  were  then  changing 
from  hand  painting  with  brushes  to 
.spray  painting  auto  bodies;  they  were 
using  our  surgical  tape  to  hold  the 
paper.  We  developed  a  paper  tape 
that  is  now  used— the  pressure-sensi- 
tive tape— and  that  built  a  whole  new 
business,  Permacel." 

The  Fizzles 

For  even'  new  product  that  became 
a  big  success,  J&J  has  had  several  that 
flopped  or  fizzled;  every  packaged 
goods  company  has.  J&J  was  the  first 
company  to  develop  a  disposable  dia- 
per. Procter  &  Gamble  came  out  with 
a  di.sp()sable  diaper  that  drove  J&J's 
right  ofi  the  market.  How  come,  when 
J&J  had  a  head  start?  "It  was  a  better 
product,"  says  Hofmann  simply. 

"I  might  also  add  that  we  had 
toothpaste  in  a  tube  in  1889  and  shav- 


ing cream  in  a  tube  in  1907.  And  we 
did  very  well  with  them  for  a  while, 
and  then  somebody  came  along  and 
knocked  our  brains  out." 

The  point  is  this:  J&J  is  so  well  or- 
ganized that  it  takes  these  flops  in 
stride.  Nor  does  it  give  up  easily.  For 
example,  it  recently  developed  a  new 
type  of  disposable  diaper  it  thinks  is 
superior  to  P&G's  Pampers.  What  will 
J&J  call  it?  "Johnson's  Disposable 
Diapers,  of  course,"  says  Hofmann. 
"What  else?"  The  theoiy  is  that  a 
mother  who  bathes  her  baby's  behind 
with  Johnson's  Baby  Oil  and  powders 
it  with  Johnson's  Baby  Powder  auto- 
matically will  reach  for  a  Johnson's 
Disposable  Diaper. 

This  is  part  of  Hofmann's  plan  to 
make  the  Johnson  &  Johnson  name 
generic— "just  like  Kodak,  the  best 
trademark  in  the  world.  A  patent  lasts 
17  years,  a  trademark  lasts  forever." 

About  20%  of  Johnson  &  Johnson's 
sales  consist  of  prescription  and  non- 
prescription drugs,  diagnostics,  thera- 
peutics, contracepti\'es  and  xeterinary 
products.  Toiletries  and  hygienic  prod- 
ucts, including  baby  products,  ac- 
count for  29%.  Surgical  dressings,  liga- 
tures and  sutiues,  surgical  instruments 
and  other  hospital  products  provide 
34%,  and  industrial  tapes  and  adhe- 
sives,  textiles  and  paper  products  17%. 

The  fastest-growing  part  of  the  or- 


J&J  even  makes  surgical  drapes,  packs  and  gowns  for  every  hospital  purpose. 


ganization  is  o\erseas,  accounting  for 
31%  of  total  sales  and  36%  of  earnings. 
Such  profitability  is  especially  impres- 
sive because  J&J  thinks  nothing  of 
going  into  countries  where  it  doesn't 
expect  to  break  even  for  five  or  even 
ten  years.  J&J  looks  on  the  world's 
underdeveloped  countries  as  a  long- 
term  investment.  What  with  Medi- 
care, Medicaid,  Blue  Cross,  Blue 
Shield  and,  perhaps  some  day.  Na- 
tional Health  Insurance  (Hofmann 
thinks  it's  bound  to  come),  health  is 
a  growth  industry  in  the  U.S.  But  the 
tniderde\'eloped  countries  are  starting 
almost  from  scratch  in  health  care; 
and  J&J  is  sure  that  it  eventually  will 
become  a  boom  industry  in  those  areas. 

The  Long  View 

Says  Hofmann:  "We're  already  in 
36  countries.  And  we  are  on  our  way 
to  a  lot  more.  For  example,  we're 
training  a  black  man  to  run  a  business 
for  us  in  Ghana. 

"Now,  I'll  be  long  gone  before  that 
will  pay  off.  But  15  years  from  now, 
the  Johnson  &  Johnson  trademarks  will 
be  generic  as  that  nation  emerges. 

"Why  am  I  sure  it  will  pay  off? 
Well,  25  years  ago  we  sent  a  young 
Englishman  to  India.  His  office  and 
home  consisted  of  a  two-room  suite 
in  the  Taj  Mahal  Hotel  in  Bombay. 
Today  we  employ  over  1,000  people 
in  India.  Our  names  and  our  trade- 
marks are  the  only  ones  people  know. 

"We're  going  in  everywhere.  We 
don't  know  what  tlie  political  stability 
of  these  countries  will  be.  We  may 
lose  out  in  some.  But  there's  an  old 
story  that  the  time  to  buy  a  ticket  to 
a  hit  show  is  before  the  rest  of  the 
world  disco\  ers  it's  a  hit. " 

Unlike  most  international  compa- 
nies, Johnson  &  Johnson  has  organized 
its  foreign  operations  along  product, 
not  geographical,  lines.  Hofmann  ex- 
plains: "We  manage  by  expertise,  not', 
geography.  We  ha\  e  an  Ethicon  plant 
in  Canada;  we  have  an  Ortho  in 
Canada;  we  have  a  J&J  in  (Canada; 
we  have  a  Devro  in  Canada.  They 
don't  all  report  to  one  man  because 
tliey're  in  Canada;  they  report  to  the 
man  who  has  expertise  in  the  area.  ... 

"Let  me  show  you  how  that  works. 
Let's  say  we  have  a  technical  problem 
in  Rome.  Now  the  manager  knows 
that  Owen  Dawson  in  Edinburgh  and 
Hans  Muxfeldt  in  Hamburg  both  face 
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lfour*Missing 

*^rsons  Bureau' 

finds  you,  it's  not 

the  end 

of  the 
game. 


only  the  beginning.  D  Because  we  care  about 
I,  Carte  Blanche  set  up  a  "Missing  Persons 
reau"  not  only  as  a  way  to  find  old  friends, 
t  new  ones,  too.  We  contact  people  who  no 
ge*  carry  our  credit  card  and  find  out  why 

■y  dropped  out.  Their  answers  tell  us  a  lot 
)ut  how  we  could  have  been  a  better  card  for 
:m,  and  how  we  can  be  a  better  card  for  you. 
^s  a  result,  "lost"  members  are  coming  back, 
i  new  members  are  coming  in.  That's  because 
rte  Blanche  has  made  the  credit  card  business  a 
md  new  game.  D  We've  added  more  and  more 
vices  here  and  abroad.  More  airlines.  Hotels 
i  motels.  Gas  stations.  Restaurants.  Travel 
ir  services.  Hospital  admission  credit.  Our 
ers"  card.  Even  a  service*  that  lets  you  borrow 
m  $1500  to  $5000,  by  mail.  D  We've  also  put 
mdly  people  between  you  and  our  computers, 

3<  when  you  have  a  problem  or  a  question,  we 

l.ible  where  program  is  restricted  or  prohibited  by 
iiornia  residents  serviced  by  AVCO  Thrift. 


get  back  to  you,  fast.  D  If  you're  a  former 
member  we  haven't  located  yet,  please  get  in 
touch;  we  have  some  good  news  for  you.  If 
you're  a  stranger  to  Carte  Blanche,  use  the 
coupon  to  get  acquainted,  and  to  get  an 
application.  D  Carte  Blanche.  Services  that 
matter,  from  people  who  care. 
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SUBSIDIARY  OF  AVCO  CORPORATION 


^1ail  to:  Carte  Blanche,  Dept.  FB-61 
P.O.  Box  54116,  Los  Angeles,  California  90054 


Name 


Address 


City 


State 


C^;:;^ 


Zip 


It's  a  brand  new  card  game. 


Facts  for  your  portfolio  on 


FERRO 


^ 


Ferro  Sets  First  Quarter 
Sales  and  Income  Records 


•  Ferro  Corporation  consolidated  sales  were 
24%  above  first  quarter  in  1971. 

*  Net  income  for  the  first  quarter,  1972, 
reached  89%  above  the  same  period  last  year. 


CONSOLIDATED  RESULTS 

Three 

Months 

Ended  March  31 

(Thousands  of  dollars) 

1972 

1971 

•  Net  Sales 

$46,573 

$37,497 

•  Income  Before  Taxes. .  . 

4,427 
1,864 

2,501 

•  Income  Taxes 

, , 

1,143 

•  Net  Income 

2,563 

1,358 

•  Earnings  pershare  based 

on 

average  shares  outstandi 

ng 

$0.65 

$0.37 

*  Ferro,  a  multinational  producer  of  specialty  materials  for  the  plastics  and 
ceramics  industries,  last  year  achieved  record  sales  of  $167.5  million,  record 
earnings  of  $2.18  per  share. 


Write  for  our  latest  financial  report: 
Dept.  F-601.  One  Erieview  Plaza, 
Cleveland,  Ohio  44114. 
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FERRO 

CORPORATION 


The 
Doctor 
is  in... 

A  SHIP  MAKES  HIS  HOUSE  CALLS 

The  man  shown  is  a  teacher.  He  gets 
no  pay.  Ail  he  gels  is  the  satisfac- 
tion of  knowing  that  because  he  cares 
and  sacriticcs,  sick  people  are  re- 
stored to  health  and  live  happier, 
more  productive  lives. 

He  is  also  a  doctor  ...  an  Amer- 
ican ...  a  "Hopie."  If  "Hopie" 
sounds  just  the  least  bit  funny,  the 
service  he  performs  in  developing 
countries  is  a  serious  business  indeed. 
His  kind  has  traveled  to  Asia,  Africa 
and  Latin  America,  training  local 
doctors  and  nurses  and  bringing  med- 
ical aid  to  those  who  desperately 
need  it  .  .  .  all  part  of  a  unique  self- 
help  project  we  call  HOPE. 

This  doctor  and  hundreds  of  his 
fellow  professionals  have  volunteered 
their  time  and  abilities  to  serve  on 
the  world's  first  peacetime  hospital 
ship,  the  S.S.  HOPF.  They  go  forth 
as  teachers  .  .  .  and  their  legacy  bene- 
fits generations  yet  unborn. 


Still  other  "Hopies"  are  at  home 
training  disadvantaged  Mexican- 
Americans  and  American  Indians  for 
health  careers. 

Send  your  share, of  hope  today. 

PROJECT 


1960-70 


A  LEGACY  OF  HEALTH 


DEPT.  A,  WASHINGTON,  DC.  20007 
Your  Contribution  is  Tax  Deductible. 


the  same  problem.  So  he  calls  the 
managers  of  those  plants  in  Edin- 
burgh and  Hamburg  and  he  says  that 
he'd  like  to  have  Owen  and  Hans 
down  in  Rome  the  day  after  tomorrowj 
They  come  down  and  help  the  fellov 
in  Rome  solve  the  problem. 

"We've  had  this  type  of  manage-j 
ment  only  since  1961.  Before  that,  we 
managed  by  geography.  But  there'^ 
no  such  thing  as  an  expert  on  everyj 
'thing.  An  expert  on  everything  is  a^ 
expert  on  nothing." 

Slowdown? 

That  Johnson  &  Johnson  will  grow 
at  a  slower  rate  than  in  the  past  is  a 
mathematical  certainty,  but  it  can't 
help  but  grow  as  long  as  the  health- 
care business  grows. 

What  pitfalls  could  possibly  lie 
ahead?  A  product  failure?  That  would 
mean  a  setback,  says  Hofmann,  but 
not  a  fatal  one.  "We  don't  have  any 
single  product  whose  loss  would  have 
a  major  effect  on  earnings.  We  have 
so  many  products.  It  wouldn't  be  like 
some  of  the  boys  in  the  bulk  chemical 
business  who  have  had  some  terrible 
situations  where,  say,  the  market  fell 
out  of  a  certain  plastic  where  they 
had  40%  of  their  business." 

"1  won't  say  the  failure  of  a  prod- 
uct wouldn't  hurt,"  adds  Anderson, 
"but  it  wouldn't  be  a  disaster." 

Burke  and  F.B.  Whitlock,  his  fel- 
low vice  chairman,  agree  that  a  prob- 
able future  problem  for  J&J  is  compe- 
tition—but not  from  other  health-care 
companies.  Says  Burke:  "The  real 
threat  will  come  from  the  big  retailing 
complexes  that  decide  to  market  their 
own  brands. 

"Sears  is  a  good  example.  I  think 
it  has  done  a  fantastic  job  in  private 
brands.  It  has  built  a  reputation  for  a 
quality  product  and  service,  and  they 
spend  a  hell  of  a  lot  of  money  on  mar- 
ket research.  And  a  lot  of  time  think- 
ing of  better  ways  to  .serve  the  con- 
sumer than  the  national  brands  they're 
fighting  against.  If  they  do  that  job 
better,  they're  going  to  win." 

That,  of  course,  is  the  old-fashioned 
build-a-better-mousetrap  argument,  as 
old-fashioned  as  J&J's  small-business, 
ownership-management  orientation, 
But  don't  knock  this  single-minded- 
ness.  It  works  for  J&J.  Its  powerful 
consumer  franchise  depends  neither 
on  monopoly  nor  on  exclusive  tech- 
nology nor  on  mass  production  per  se. 
The  franchise  was  won  in  the  market- 
place. And  defended  there. 

Wall  Street,  at  least,  is  currently 
impressed  enough  to  value  J&J  stock 
at  over  60  times  1971  earnings,  high- 
er than  IBM  or  any  other  major  U.S. 
coiporation.  Is  any  big  stock  worth 
such  a  price?  Who  can  tell?  But  if 
J&J  isn't,  then  no  big  company  is.  ■ 
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It  takes 
150  pounds  of  ore 

to  develop  your 
Little  Leaguer. 


1000  feet  of  average  8mm  home  movie 
film  uses  .374  troy  ounces  of  silver.  To 
obtain  such  a  small  amount  of  silver, 
we  mine  as  much  as  150  pounds  of  ore. 


Asarco  is  the  world's  leading  silver  refiner. 
For  photographic  film,  photosensitive  copy 
paper,  complex  printed  circuits,  electrical 
switches,  batteries,  commemorative  coins, 
tableware,  jewelry.  And  the  demand  for 
silver  is  growing  steadily. 


Silver— usually  a  by-product  of  copper  and 
lead  smelting— is  one  of  24  basic  materials 
Asarco  puts  into  workable  form  for  all  of 
industry.  For  more  information  about  this 
precious  metal,  write  us  at  120  Broadway, 
New  York,  N.Y.  10005. 


ASARCO 


AMERICAN  SMELTING  AND  REFINING  COMPANY 


Summer  Swallow? 

Rudy  Drews  says  that  the  Foremost-McKesson 
merger  is  finally  beginning  to  take  hold.  Is  it? 


Rudolph  J.  Drews,  chairman  and 
chief  executive  of  San  Francisco's 
Foremost-McKesson,  is  a  stubborn 
fighter.  He  lost  two  big  battles  in 
1963  and  1965  when  the  Federal 
Trade  Commission  forced  Foremost 
Dairies,  which  he  headed,  to  sell  two 
big  eastern  operations.  But  he  turned 
defeat  into  victory  by  using  the  pro- 
ceeds to  win  control  of  New  York- 
based  McKesson  &  Robbins  in  1967. 

Well,  a  victory  of  sorts.  Today  Fore- 
most-McKesson is  the  No.  One  inde- 
pendent distributor  of  drugs,  liquor, 
wine  and  chemicals  in  the  U.S.  It  is 
the  No.  One  processor  of  dairy  by- 
products and  bottled  water.  And  it  is 
a  major  force  in  milk  in  the  West. 

What  it  isn't  is  much  of  a  money- 
maker. In  the  five  years  since  the 
Foremost-McKesson  merger,  earnings 
rose  only  15%  on  a  30%  increase  in 
sales,  and  in  fiscal  1971  earnings  ac- 
tually dropped  below  those  of  1968. 

Drews  concedes  that  the  merger 
took  unexpectedly  long  to  jell.  "But 
we  tried  not  to  move  so  fast  that  we 
would  make  mistakes  and  have  to  do 
things  over  two  or  three  times.  That 
would  shake  eveiyone  up. " 

As  it  happened,  Drews  did  a  pretty 
good  job  of  shaking  everyone  up  any- 
way. He  took  over  a  company  more 
than  twice  the  size  of  Foremost  and 
patiently  hammered  the  combine  into 
a  conglomerate  in  which  Foremost 
was  unquestionably  the  dominant  ele- 
ment. In  fact,  there  isn't  a  McKesson 
man  at  even  the  vice-presidential  level 
at  Foremost's  headquarters.  For  a 
while,  Drews  seemed  almost  to  be 
running  the  whole  company  alone: 
He  took  three  years  to  name  William 


Morison,  head  of  Foremost  Foods,  to 
the  presidency,  and  four  years  to 
create  top-level  staff  positions. 

"We  could  have  had  a  Foremost 
company  out  here,"  Drews  explains, 
"and  a  McKesson  company  back  East. 
But  we  felt  that  the  way  to  go  was 
to  bring  them  closer  together."  There's 
no  thought,  he  goes  on,  of  trying  to 
merge  Foremost-McKesson's  opera- 
tions themselves.  Fresh  milk,  indus- 
trial chemicals  and  generic  drugs,  for 
example,  are  quite  different  busi- 
nesses. "We're  not  trying  to  drag  all 
that  power  into  corporate  headquar- 
ters," he  says.  "We  are  trying  to  give 
the  individual  companies  more  help." 

p.5-Mi\\\on  Sfick 

In  so  doing,  Drews  devised  a 
wicked  weapon:  a  $7.5-million  re- 
serve for  future  write-offs  that  he 
created  in  fiscal  1971.  The  message 
is  clear:  Executives  running  an  un- 
profitable unit  may  suddenly  find  it 
liquidated.  "It's  interesting,"  says 
Drews,  "that  the  performance  of  some 
managers  who  suspected  they  might 
be  on  our  list  has  suddenly  improved." 

The  reorganization  and  the  $7.5- 
million  big  stick  came  too  late  to 
avert  fiscal  1971'$  problems.  "Basical- 
ly," says  Drews,  "about  five  things  hit 
us  at  once.  The  economy  slowed  down, 
of  course.  But  the  big  problems  were 
at  Jiffy  Fry,  '21'  Brands,  Curtin  Sci- 
entific and  our  dairy  operation." 

The  daily  operation  was  hard  hit 
when  Lucky  Stores,  a  major  customer, 
set  up  its  own  fresh  milk  operation 
and  phased  out  Foremost.  The  reve- 
nues of  Curtin  Scientific,  a  distributor 
of  laboratory  supplies  and  equipment, 


dropped  in  response  to  cutbacks  in 
government  funding.  JifiFy  Fry,  a  pro- 
cessor of  frozen  french-fries,  lost  $1.3 
million  in  fiscal  1971  when  potato 
prices  fell,  costs  increased  and  a  plant 
burned.  At, "21"  Brands,  an  unexpected 
glut  among  wholesalers  and  retailers 
shaiply  cut  liquor  sales. 

These  problems  are  hardly  reassur- 
ing. But  as  costly  as  they  were,  Jifty 
and  Curtin  and  "21"  are  only  small 
parts  of  giant  Foremost-McKesson. 
The  real  gains  in  prospect  lie  in  fur- 
ther cost  savings  at  Foremost  Foods 
($417  million  in  sales  in  fiscal  1971), 
at  McKesson  &  Robbins  Drug  Co. 
($771  million  sales),  and  at  McKes- 
son Liquor  Co.  ($398  million  sales). 

On  this,  Drews  seems  confident. 
The  daily  plant  consolidations  are  80% 
complete.  Home  delivery  routes, 
once  a  third  of  Foremost  sales,  now 
account  for  only  5%. 

In  drugs  and  liquor,  progress  is  slow- 
er. Two  of  94  full-line  drug  houses 
were  closed  in  fiscal  1972,  one  of  56 
liquor  and  wine  warehouses. 

Within  the  company's  present  prod- 
ucts, Drews  pinpoints  some  especially 
promising  areas:  convenience  foods- 
Foremost  Instant  Breakfast  and  Instant 
Milk,  for  example,  are  strong  sellers 
in  their  markets;  bottled  water— the 
company's  water  division  is  a  high- 
margin,  $30-million-a-year  operation; 
chemical  distribution— a  $150-million- 
a-year  business  that  is  growing  as 
manufacturers  discontinue  less-than- 
carload  shipments;  liquor  and  wine 
distribution— both  almost  recession- 
proof;  and  land  development. 

Indeed,  in  fiscal  1972,  ended  Mar. 
31,  Foremost-McKesson  posted  a  10% 
sales  increase  and  a  25%  profit  gain, 
and  Drews  is  beginning  to  talk  con- 
fidently of  10%  average  earnings 
growth  for  the  next  se\'eral  years. 

But  if  one  swallow  does  not  make 
a  summer,  is  one  good  year  a  trend?  ■ 


MWk  &  Booze  have  been  problems  for  Foremost  receni- 
ly,  the  former  ihrougb  loss  of  a  big  Califorr)ia  supermar- 
ket accour^t,  the  latter  from  a  sudden  inventory  glut. 


Only  one  communications  company 

can  keep  a  closer  eye 

on  your  service  than  you  do. 


It's  your  local  Bell  Company,  of 
course. 

We  operate  automatic  test 
equipment  that  constantly  monitors 
performance  over  our  entire  network. 
Many  troubles  are  spotted— 
and  solved— even  before  you  notice 
them. 

Many  other  communications 
problems  can  be  fixed  at  our  place. 
Without  a  repairman  setting  foot  in 
your  place. 

When  you  do  call  us  in,  our  people  often  arrive  with  test 
results  and  a  preliminary  diagnosis  of  the  trouble. 

This  homework  helps  us  get  things  back  in  business  for  you 
very  quickly  and  very  efficiently. 

With  such  quick,  often  out-of-sight  service,  Bell  System 
maintenance  is  one  of  the  best  bargains  in  your  telephone  bill. 
AT&T  and  your  local  Bell  Company. 
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Profit  Freeze 

Atlantic  Richfield  has  a  brilliant  future,  but  a  rather  dismal  present. 


It  is  four  years  now  since  Atlantic 
Rich  field's  discovery  of  North  Ameri- 
ca's largest  oil  reserve  made  headlines, 
years  that  have  turned  out  to  be  as 
long  as  the  nights  on  its  North  Slope 
holdings.  Atlantic  Richfield's  1971 
profits  were  down  to  $3.73  a  share 
from  1968's  $3.83,  and  this  year's  first- 
(jjuarter  earnings  were  nearly  40?  be- 
low tho.se  of  the  same  period  last  year. 
Its  stock  is  selling  for  65,  half  of  its 
1969  high.  Its  return  on  equity  has 
dipped  to  9.4%,  which  is  low  for  a 
major  oil  company.  It  is  selling  service 
stations,  cutting  back  refinery  capac- 
ity and  reducing  staff. 

All  this  is  in  sharp  contrast  to  the 
air  of  jubilation  that  prevailed  at  At- 
lantic Richfield  headquarters  back  in 
1968.  At  that  time  it  was  admitted 
that  other  oil  companies  would  also 
profit  fiom  the  North  Slope  find.  But 
Atlantic  Richfield,  because  of  its  small- 
er size  (  $2.3-billion  revenues  in  1968), 
would  profit  the  most. 

Robert  Orville  Anderson,  55,  At- 
lantic's chairman,  lias  this  consolation: 
Things  might  have  been  worse  had 
he  not  acted  as  decisively  as  he  did. 
\Mien  lie  took  over  at  Atlantic  in 
1965,  the  company  was  a  humdrum 
S6()()-niillion-sales  East  Coast  refiner 
and  niarketei',  earning  less  than  8%  on 
e(|uit\ .  And,  with  its  8,800  service  sta- 
tions spread  thinly  through  15  states, 
it  had  little  prospect  of  doing  much 
better.  "One  of  the  driving  reasons  for 
this  company  getting  larger,"  says 
President  Thornton  F.  Hradshaw,  "is 
that  it  absolutely  had  to. " 

A  year  later  Anderson  made  his  first 
crucial  deal,  merging  with  Richfield. 
Richfield's  size  ()i>315-milli()n  sales), 
refining  capacity  and  9%  share  of  the 
fast-growing  California  gasoline  mar- 
ket (since  raised  to  11%)  vaulted  At- 
lantic Richfield  into  the  billion-dollar- 
sales  club  and  lifted  return  on  equity 
(oa  glossy  1\%. 

Rich  Burden 

Then  came  the  unexpected  1968 
discoxery  on  Richfield's  North  Slope 
concession.  Suddenly  that  meant  At- 
lantic Richfield  would  Tieed  even  more 
marketing  slrengtli  to  s((neeze  the 
potential  profit  from  each  barrel  of 
Norlli  Slope  crude.  So  .Anderson  made 
his  .second  big  purchase,  fil.^-billion- 
sales  Sinclair  Oil. 

Hut  since  then,  Atlantic  Richfield's 
profitability  has  averaged  almost  the 
lowest  of  au)  major  oil  company,  and 
Sinclair  has  been  a  big  factor  in  drag- 
ging it  down.  Bradshaw  still  defends 
the    merger:    "We    wanted    Sinclair's 


32 


properties,  like  those  in  the  South- 
east, and  other  marketing  and  refining 
properties,  in  preparation  for  that 
crude  oil,  which  we  expected  to  be 
flowing  by  1972.  The  deal  would  nev- 
er have  taken  place  if  Atlantic  Rich- 
field hadn't  discovered  that  North ' 
Slope  crude." 

Because  that  crude  oil  is  not  flow- 
ing, Atlantic  is  forced  to  divest  in- 
stead of  expand,  fire  instead  of  hire.  It 
has  on  the  block  9,000  of  its  23,000 
.service  stations  (including  2,500  that 
have  been  ordered  sold  by  the  Justice 
Department).  It  will  release  5,700  of 
its  19,200  employees  by  the  year's 
end.  It  is  modernizing  production  fa- 
cilities at  its  ancient  Philadelphia  re- 
finery. All  told,  these  programs  by 
1974  may  save  some  $74  million  year- 
Iv  over  197rs  costs.   But  total  refin- 


Bleak  was  ihe  Norfh  Alaskan 
ouflook  for  Richfield  (now 
part  of  Atlantic  Richfield) 
in  1966.  With  Humble  Oil,  it 
had  spent  $4.5  million,  found 
nothing.  But  they  moved  to 
barren  Prudhoe  Bay,  and  their 
next  well  (below)  struck  North 
America's  biggest  oilfield. 


ing  will  drop  some  5%  in  that  period. 

Right  now  the  North  Slope  is  spong- 
ing up  all  the  cash  flow  Atlantic  can 
get.  Its  share  of  the  pipeline  cost  will 
be  $840  million.  It  is  building  tankers 
whose  contract  cost  is  $131  million. 
It  will  pay  at  least  $1  million  for  eacli 
of  the  many  development  wells  it  must 
drill  on  its  concession.  That's  a  total 
of  about  $1  billion,  of  which  the  com- 
pany has  spent  only  about  $200  mil- 
lion so  far.  With  long-teiTn  debt  al- 
ready at  $856  million,  vs.  $2.9  billion 
in  equity,  the  squeeze  could  become 
even  more  painful. 

Yet  if  that  great  day  ever  comes 
when  North  Slope  oil  starts  flowing, 
there  will  Ix;  profits  aplenty.  Pnttinc 
pencil  to  paper,  it's  easy  to  see  why 
Based  on  the  latest  estimated  pipe- 
line construction  cost  of  $3  billion,  it 
will  cost  about  75  cents  a  barrel  to 
get  the  oil  through  the  pipeline  to 
Valdez,  a  southern  Alaska  port  city. 
On  top  of  this,  ocean  transportation 
from  Valdez  to  the  West  Coast  should 
average  another  35  cents  a  barrel. 
Similar  oil  sells  today  on  the  West 
Coast  for  $3.20,  so  oil  entering  the 
pipeline  would  cost  around  $2.10. 

The  state  of  Alaska  will  take  20? 
of  this  price  for  royalty  and  taxes,  and 
other  costs  should  be  on  the  order  of 
25  cents  a  barrel  more.  After  taxes  ol 
40  cents  or  so,  that  leaves  over  $1  ;i 
barrel  for  the  bottom  line.  Bradshaw 
can't  confirm  these  estimates  except 
the  big  one.  He  agrees  that  $1  a  bar- 
lel  is  "an  ahsohitc  minimum"  for  net 
profit.  And  no  one  doubts  that  oil  will 
cost  more  than  $3.20  in  1975.  Witli 
an  estimated  1.9  billion  barrels  in  tli( 
ground,  it's  easy  to  see  why^  Atlantit 
Richfield's  entire  corporate  strategy  is 
based  on  that  crude. 

The  earliest  that  North  Slope  oil 
could  reach  market  would  be  1975, 
with  Department  of  Interior  clear- 
ance a  fact  and  settlement  ot  envi- 
ronmentalists suits  hoped  for  this 
year.  Bradshaw  estimates  that  the 
l)ipeline  could  reach  maximum  flow 
by  1979  at  the  latest.  At  that  point. 
.\tlantic  would  be  licher  by  over  S150 
million  after  taxes,  at  least  $3.25  per 
shait'.  Last  year  the  company  netted 
only  $210  million. 

But  back  in  1968  Anderson  was  pre- 
dicting that  the  oil  would  reach  the 
II.S.  market  by  1972.  When  that  oil 
does  flow  to  market,  Atlantic  Rich- 
field w  ill  be  one  of  the  world's  richesi 
oil  companies.  But  this  won't  be  ip 
1972  or  in  1973,  and  until  it  flows. 
Atlantic  Richfield  may  well  remair 
one  of  the  least  profitable.   ■ 
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striking  It  Ricii  in  Forest  City 

How  an  Iowa  town  of  4,000  produced  two  dozen  millionaires. 


A  CENTURY  ago  it  was  gold  that  could 
turn  a  dusty  countn  \illage  into  a 
boom  town.  Later  it  was  oil.  In  1972? 
Belie\  e  it  or  not,  a  hot  stock. 

A  few  \ears  ago  Forest  Cit\  (pop- 
ulation then:  2,970)  was  just  another 
small  Iowa  larm  town  with  no  stop- 
lights, one  bank  and  a  single  grain 
elevator.  Farmers  were  selling  out 
and  the  \oung  were  moving  out. 

Toda\,  in  the  late  afternoon.  For- 
est City's  three-block  business  district 
is  clogged  \\  ith  traffic.  In  the  distance 
is  the  sound  of  earth-moving  equip- 
ment, tearing  up  corn  fields  for  new 
plants.  .And  there  are  two  dozen  mil- 
lionaires in  Forest  ('ity,  gi\t'  or  take  a 
few.  Forest  Cit\  has  .struck  it  rich. 

The  stor\  l)egins  in  the  I95()s  when 
some  of  Forest  C^itv  s  leading  business- 
men suddenK  realized  that  their  town 
was  in  trouble.  Uniting,  the\  tried  to 
entice  anxone  who  would  listen  to 
build  a  plant  in  Forest  C'it\.  No  one 
was  interested. 

One  of  the  businessmen  was  John  K. 
Hanson,  uho  had  operated  the  local 
Intenuitional  Harvester  dealership  and 
owned  a  mortuary  (he  was  a  licensed 
embalmer  until  1968)  and  a  Inrni- 
lure  store.* 

Though  a  snuill-toun  bov ,  Hanson, 
then  in  his  niid-4()s,  was  not  a  small 
thinker.  In  Twn-  magazine  he  had  read 
that  trailers  and  camping  were  boom- 
ing in  (ialiforiiia.  He  went  West,  re- 
turned excited  and  convince<l  209  For- 
est Citv  residents  to  put  up  anumnts 
ranging  from  SUM)  to  $1,000  each,  a 
total  of  S50,000.  to  form  a  company 
to  build  trailers  tor  a  small  West 
Coast  inamibicturi'r. 

It  didn't  woik  out.  Williin  a  feu 
months  the  little  lompanv  was  out  of 
business.  But  out  of  the  chaos  Han- 
son bought  control  of  the  plant  and 
inventory  for  a  few  thousand  dollars. 
Today  that  company,  Wiimebago  In- 
dustries, Inc.,  is  the  leading  company 
in  the  fast-growing  motor  home  busi- 
nes.s,  has  revenues  of  $133.2  million, 
profits  of  $13.6  million  and  a  stock 
market  value  of  over  $1  billion.  La.st 
year  Winnebago,  up  462'f,  was  the 
biggest  gainer  on  the  Mew  York  Stock 
Exchange.  In  March  Winnebago's 
early  Forest  C:ity  investors  held  a  party 
for  Hanson.  .About  two  dozen,  includ- 
ing perhaps  a  dozen  relatives,  had  be- 
come nnllionaires.  Hanson  and  his 
wife  Louise  still  own  50%  of  the  stock, 
worth  on   paper  about  $550  million. 

But   the   gains   aren't    limited   to   a 

'A  not  unusual  form  of  small  town  synergism  origi- 
nating in  the  days  when  the  furniture  store  owner 
had  the  lumber  to  build  o  cofTln  ond  the  horse  ond 
wogoi    to    tronsDOtt    it 


tew .  .Some  se'cretaries  and  production 
line  workers  have  made  $10,000, 
$50,000,  $100,000  or  more  on  their 
Winnebago  stock.  Perry  Gross,  a 
$l(),()()()-a-veai"  Winnebago  foreman, 
bought  80' shares  in  1967  for  $12.50 
a  share.  Today,  with  several  splits, 
those  shares  are  worth  some  $110,000. 

A  21 -year-old  local  college  student, 
Terry  Suby .  bought  five  calls  for 
$1,700  in  becemljer  1970  when  the 
stock  was  selling  for  16/2.  When  he 
exercised  them  six  months  later,  the 
stock  had  climbed  past  $40  and  Snbv 
had  a  profit  of  about  $I(),()()().  Suby 
still  owns  the  shares,  which  have  since 
split  2-for-l  .iiid  are  worth  $89,000. 

Perhaps  200  people  a  day  troop 
into  .\I.  Wittenstein  &  Co.,  I'orest 
City's  lone  brokerage  house,  to  check 


the  latest  prices  and  gossip  about 
who  is  buying  and  .selling  their  Win- 
nebago stock.  Drivers  passing  Witten- 
stein, the  only  branch  of  a  33-year- 
old  Des  Moines  securities  firm,  slow  to 
a  crawl,  straining  to  check  Winne- 
iiago's  latest  price  in  the  window 
without  piling  into  the  car  ahead. 

Norman  Stromer,  who  single-hand- 
edly runs  Wittenstein,  estimates  that 
perhaps  1,000  people  in  town  own 
\\'innebag()  stock  and  that  99%  of  his 
customeis  own  Winnebago.  Stromer, 
who  set  up  "Forest  City's  gambling 
parlor"— as  some  townspeople  call  it 
only  halt-jokingly— three  years  ago, 
has  given  up  trying  to  predict  Winne- 
bago's price.  "I  tell  people  it  is  too 
high  today,  but  it  is  going  higher,"  he 
savs.  Stromer  w  ;is  a  farmer  until  three 
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Big  Number.  Motor  homes 
(above)  are  Winnebago's  big  sel- 
ler. Buf  Forest  City's  main  in- 
terest is  the  price  of  Winneba- 
go stock,  which  is  posted  ev- 
erywhere. "Our  diversification  is 
lousy,"  says  broker  Norman  Stro- 
mer (below),  "if  Winnebago  goes 
to  pot,  we  all  go  down  together." 


\t:ai.^  ago  when  he  decided  he  liked 
the  hiokerage  business.  He  still  owns 
his  340-acre  farm,  but  now  leases  it  to 
other  farm  operators. 

.Some  of  Forest  City's  Winnebago 
profits  are  now  going  into  municipals, 
preferreds,  even  condominiums.  Oth- 
er once-cautious  Forest  Cit\'  residents 
have  gotten  the  hot  stock  bug.  Amer- 
ican Nuclear,  a  Wyoming  uranium 
mining  company,  is  one  local  favorite. 
Forest  City  residents  own  \0%  to  15% 
of  the  2.5  million  shares.  Another  is 
Huck  Finn,  a  Minneapolis  manufac- 
turer of  plastic  beer  kegs.  Its  stock 
has  gone  from  4  to  25  in  the  past  four 
months. 

Each  company  has  its  own  Forest 
Cit\-  inxestor  who  follows  the  compa- 
ny closeK.  John  Buren,  a  Pontiac 
salesman,  watches  American  Nu- 
clear. Doug  Eddee,  one  of  those  who 
hit  it  rich  in  Winnebago,  has  started 
to  put  money  into  Ivac,  a  California 
medical  equipment  company.  Eddee 
plans  to  \isit  the  company  this  sum- 
mer. If  he  likes  Ivac,  other  Forest  City 
mone\'  is  sure  to  How  into  it. 

Winnebago  means  more  to  the 
town,  howe\er,  than  just  speculative 


profits.  Norman  Stromer,  the  broker, 
has  a  son  who  works  on  the  assembly 
line.  Ben  Carter,  the  local  publisher, 
handled  all  of  Winnebago's  advertis- 
ing until  the  job  got  too  big.  Jack  Sod- 
erling,  a  dentist,  checks  out  buyer  at- 
titudes when  he  takes  time  out  from 
drilling  teeth  to  deliver  a  Winnebago 
to  an  out-of-state  dealer. 

Forest  City  people  are  proud  of 
their  company  and  have  backed  it  all 
the  wa\ .  Maroff,  a  Winnebago  subsid- 
iary that  builds  small  trailers,  received 
its  name  when  a  bank  examiner  raised 
his  eyebrows  over  a  loan  John  Martin, 
president  of  the  Forest  Cit\'  Bank  and 
Trust,  had  written.  The  subsidiary 
was  formed  and  named  Maroff  for 
"getting  Martin  off  the  hook."  Terr\ 
Suby,  the  local  college  student,  wash- 
es windows  for  Winnebago  Financial 
Vice  President  G.  Wallace  Peterson 
for  $1.50  an  hour.  "I'd  work  for  free 
because  you  can  learn  so  much 
from  him,"  says  Suby. 

To  Forest  City,  Winnebago  is  not  a 
mere  fine-print  stock  quotation.  It  is 
assembly  lines,  plants,  friends  and 
hundreds  of  Winnebago  motor  homes 
drawn  up  in  ranks  of  50  across  com 


fields  waiting  to  be  delivered  to  deal- 
ers. "If  I  was  on  the  other  side  of  the 
U.S.,  I  would  think  it  was  the  wild- 
est story  I  have  ever  heard  of,"  says 
Mrs.  Martha  Clement,  54,  wife  of  a 
farmer,  whose  small  investment  in 
Winnebago  stock  in  1967  has  gone 
up  a  hundredfold. 

Even  so,  it  seems  unlikely  that  For- 
est City's  conservative  lowans  would 
have  started  playing  the  market,  ex- 
cept for  John  K.  Hanson— "John  K."  as 
he  is  known.  "If  I  didn't  believe  in 
him,  I  wouldn't  have  bought  it,"  says 
Perry  Gross,  the  Winnebago  foreman. 

At  first,  there  seems  little  about 
Hanson  that  qualifies  him  to  play  the 
corporate  mogul,  running  a  $133.1- 
million  revenues  company,  which, 
since  February,  has  a  big  new  com- 
petitor in  General  Motors.  Hanson's 
only  previous  brush  with  fame  was 
in  the  late  Forties  when  he  hit  on  the 
gimmick  of  selling  farmers  a  rocking 
chair  for  a  dozen  bushels  of  corn,  a 
refrigerator  for  three  hogs.  Farmers 
drove  in  from  miles  around  and  Time 
covered  the  event.  But  what  does  a 
man  who  has  onl\'  run  an  Interna- 
tional Han'ester  franchise,  a  mortuar\ 


If  VOL'  \i.\n  1)  lived  in  Forest  Cit\'; 
2)  an  extra  Sl,250  in  1965:  .3) 
known  "John  K., "  would  you  have 
invested  in  Winnebago?  If  you 
had,  you  would  have  become  a 
millionaire.  About  a  dozen  people 
outside  Hanson's  famih  did. 
Among  them  were  Ben  Carter, 
publisher  of  the  Forest  City  Stmi- 
mit  (circulation:  4,000),  Doug 
Eddee,  a  contractor,  and  Dr.  Jack 
Soderling,  a  dentist.  Every  dollar 
they  invested  in  Winnebago's  ini- 
tial private  offering  is  now  worth 
over  $1,000.  At  78^2  (it  recently  sold 
at  89),  every  $1,000  investment  was 
worth  $1  milli(m. 

Soderling  has  inxesled  some  of 
his  profits  in  an  18-lane  bowling 
alle\ .  lie  and  Charter  ha\e  largeK 
stopped  playing  the  market.  But 
his  friend  Doug  Eddee  (both  were 
in  the  backfield  of  the  Forest  City 
Indians  in  1949)  was  bitten  by  the 
bug— almost  disastr()\isl\ .  Eddee 
bought  his  Winnebago  on  margin 
belorc     and     during     the     market 

I      break  of   1970.   When   Winnebago 
< hopped  Irom  42  to  10,  Eddee  had 

•      44,000  shares  worth  $440,000.  but 
he  owed  the  banks  $45(),0()().  Ed- 

j      dee  had  to  mortgage  his  new  home, 

I      ;ind    told   his   wife  "she   might   be 
teaching  forever."  "Hell,"  says  Ed- 
dee, "you  only  take  one  trip  and 
then  you  are  dead  a  long  time." 
Morris  Kluver  didn't  make  a  mil- 


Forest  City's  Investors 


Carter 


Soderling 


Kluver 


lion  dollars  on  Winnebago.  He  only 
started  buying  in  1969  when  the 
stock  had  alread\  reached  the  30s. 
That  was  just  before  the  sharp 
market  break,  and  it  wasn't  long 
until  Kluver  had  a  sizable  loss.  But 
he  refused  to  sell  out.  And  when 
Winnebago  started  rising  again  in 
1971,  he  began  buying  again.  The 
stock  has  since  split  2-for-l,  and 
Kluvei'  has  a  nice  profit. 

How  could  a  conservative  farm- 
er plunge  on  a  high-flyer?  PartK' 
because  he  knew  and  belie\'ed  in 
John  Hanson  and  Winnebago,  ex- 
plains Kluver.  But,  he  sa\s,  sitting 
at  a  desk  with  a  computerized 
anaKsis  of  his  farming  operations: 
"I  looked  at  it  as  a  di\ersification, 
the  \\a\  I  might  diversify  among 
corn,  hogs,  feeder  calves  and  soy- 
beans. I  could  have  invested  the 
same  money  in  new  farm  machin- 
ery, but  1  invested  in  Winnebago. 
.M\  philosoph\  is  that  if  the\  can 
alloicl  it,  more  farmers  should  have 
a  little  di\  ersification  into  stocks." 

Wasn't  Kluxer  scared  when  the 
stock  started  falling  in  1970?  "I 
was  concerned,"  he  says,  "but  you 
can't  be  in  the  stock  market  unless 
you  are  able  to  take  a  loss.  We've 
had  bad  years  in  cattle  and  hogs 
and  so\beans  and  we  have  had 
good  ones.  Winnebago  is  cyclical 
in  its  pattern  much  as  cattle  and 
hogs  ha\  e  their  cvcles." 
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and  a  S200,000  (revenues)  furniture 
store  know  about  big  business? 

In  Hanson's  view,  he  could  hardly 
have  had  better  training.  "If  \ou  want 
to  learn  about  business,  for  heaven's 
sake,  don't  go  to  a  big  concern, "  he 
says.  "It  is  too  specialized.  I  tell  the 
young  men  to  go  to  a  small  one  where 
they  can  learn  about  trades,  terms, 
notes,  contracts,  parts  and  pieces,  in- 
stallation, repairs. " 

As  far  as  Hanson  is  concerned,  ba- 
sic principles  don't  change.  Most  of 
his  top  corporate  staff  comes  from 
Forest  City.  Dewey  Galloway,  37, 
who  worked  in  a  grocer>'  store,  is  now 
in  charge  of  purchasing.  Ronald  E. 
Haugen,  31,  came  to  Winnebago  right 
out  of  Forest  City  High  School.  He  is 
now  in  charge  of  all  manufacturing. 
"Some  of  them  were  scared  to  death, " 
says  Hanson.  "But  gi\e  them  all  the 
load  the>-  can  carr\-  and  they  will  find 
their  high-water  mark." 

Other  bits  of  Hanson  wisdom: 

On  suppliers:  Except  for  the  Dodge 
chassis  and  the  appliances,  Winneba- 
go makes  almost  everything  itself, 
down  to  stitching  the  fabric  onto  the 
foam  seat  cushions.  "Why  should  we 
give  a  suppher  a  profit,  when  we  can 
make  a  profit?" 

On  goals:  "1  always  set  myself  a 
quota.  If  you  make  a  profit  every  day 


you  are  going  to  have  a  profit  at  the 
end  of  the  week  and  the  end  of  the 
month,  aren't  you?" 

On  problem-solving:  "Lots  of  peo- 
ple look  at  all  the  problems.  I  tell  them 
to  look  at  the  big  one  first  and  lick 
that.  Go  the  high-dollar  route." 

On  competition:  "Look  at  Maytag 
[headquartered  130  miles  away].  How 
did  they  whop  GM?  Who's  afraid  of 
the  big  bad  wolf?  Mavtag  isn't  afraid 
of  them.  We  like  GM.  They'll  add 
prestige  to  our  industry. " 

When  Forest  City's  leading  busi- 
nessmen held  their  monthly  luncheon 
in  April,  it  ended  not  with  a  bene- 
diction but  with  words  from  "John  K." 

Pools,   Snowmobiles,    Security 

How  has  Forest  City  responded  to 
its  sudden  Wall  Street  wealth?  Doug 
Eddee  has  built  a  new  home.  Its  in- 
door swimming  pool  is  the  talk  of  the 
town.  But  Eddee  still  heads  into  his 
window  construction  office  a  couple 
of  times  a  day.  Farmer  xMorris  Kluver 
bought  two  new  snowmobiles.  But  he 
still  has  the  couch  he  and  his  wife 
bought  20  years  ago  when  they  got 
married.  Foreman  Perry  Gross  still  has 
his  old  car.  But  instead  of  working 
51  or  52  weeks  a  year,  he  now  takes  a 
full  three  weeks'  vacation.  Martha 
Clement   bought   a  new   sewing   ma- 


chine and  draperies.  But  she  still 
works  as  a  secretary,  and  her  husband 
still  farms  300  acres.  "Most  of  the  peo- 
ple have  continued  on  just  about  the 
same  way,"  says  Mrs.  Clement.  "The 
difference  is  you  have  a  sense  of  se- 
curity. You  know  when  you  get  older 
you  will  have  something." 

Of  course,  there  are  problems,  too: 
jealousy  between  the  people  who 
bought  the  stock  and  those  who 
didn't;  worry  over  the  "new  people" 
who  have  come  into  town;  concern 
that  children  are  going  to  start  tak- 
ing prosperity  for  granted;  and,  of 
course,  the  nagging  question  of  whe- 
ther Winnebago  stock  may  some  day 
collapse  again,  as  it  did  in  1969-70 
when  it  fell  75%. 

But  generally,  the  mood  is  happy. 
"It  has  been  a  blessing,"  says  Mrs. 
Clement.  "If  we  hadn't  had  this,  we 
would  be  pretty  much  a  ghost  town." 
And  a  bit  perplexed.  "I  guess  I'm  just 
a  dummy,"  says  one  woman  on  the  as- 
sembly line,  "but  I  just  don't  under- 
stand the  stock  market." 

Or  does  Forest  City  understand 
stocks  better  than  Wall  Street  does? 
At  least  its  citizens  grasp  the  truth 
that  wealth  springs  more  from  a  good 
idea  and  good  management  than  it 
does  from  inside  information  and 
esoteric  charts.   ■ 


HANNA  INDUSTRIES 

Solves  the  puzzle! 

It's  a  well  established  fact:    The  car  wash  business  is  a  highly  profitable  one. 
You've  probably  seen  figures  that  would  have  put  you  into  the  business 
before  now  except  for  one  thing   .    .   .   expertise. 
Hanna  Industries  has,  in  the  past,  offered  years  of  expertise  in  such  critical 
areas  as:  a)  Site  Layout,  b)  Site  Analysis,  c)  Market  Studies,   d)  Operating 
Pro  Forma,  e)  Equipment  Selection,  and   f)  Capital  Justification  Expenditure 
Studies.   Through  Hanna's  financial  engineering,  you  are  still  offered  these, 
plus  the  one  missing  piece  of  the  puzzle  that  makes  it  a  total  concept: 
A  building  that  is  structurally  integrated  for  Hanna  equipment,  and 
available  through  the  Challenger  Division. 
As  a  businessman,  you  are  aware  of  the  tremendous  tax  advan- 
tages available  to  you  when  purchasing  equipment  as  opposed 
to  purchasing  property.   The  modular  structures  offered  by 
Hanna  Industries  are  integrated  with  the  equipment  which 
means  accelerated  depreciation  schedules  and  easier 
financing.  Due  to  the  innovative  roof  design  which  utilizes 
concrete  slabs,  ecological  and  aesthetic  considerations 
have  been  more  than  met. 
Hanna  Industries  solves  investment  puzzles  every  day. 
Perhaps  you  should  investigate  how  we  can  help  you  with 
yours.    For  further  information  contact  the  Challenger 
Division,  or  call  toll  free  800/547-7911. 

^^  HANNA 
^^F  INDUSTRIES 

Dept.  247,  P.O.  Box  3736,  Portland,  Ore.  97208 
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Colorado  meat  packers 
have  a  prime  reason  for 
shipping  their  steaks 
Burlington  Northern:  We 
take  them  915  miles  to  Chicago 
markets  for  about  2^  a  pound. 

We  trim  their  shipping 
costs  down  to  the 
bone  by  keeping 
our  railroad  up 
to  the  minute. 


Whether  you're 
shipping  steaks  or  brakes 
or  cornflakes,  you  owe  it 
to  yourself  to  find  out  how  a 
modern  railroad  can  help  you 
hold  the  line  on  distribution 
costs.  Everybody's  looking 
for  a  better  way 
to  go. 

Maybe  we've 
got  yours. 


The  better  we  get,  the  better  it  is  for  you. 


i 


The  Money  Men 


This  Man  Is  Militant! 


You've  heard  about  Black  Power. 
Women's  Lib  Power.  Even  Red 
Power.  Now  add  Institutional  In- 
vestor Power  to  the  list. 

A  big  Chicago  money  man 
stopped  by  our  New  York  offices  re- 
cently at  our  invitation  for  a  chat 
about  institutional  investor  power. 
That's  our  word  for  it,  not  his.  El- 
mer Lyle  (Nick)  Nicholson,  the 
new  chairman  of  big  ($3.8  billion 
in  assets)  CNA  Financial,  usually 
doesn't  throw  around  phrases  like 
that.  But,  no  doubt  about  it,  he 
did  raise  some  very  fundameiital 
questions  about  the  business  of  in- 
stitutional investing.  Questions  that 
could  have  sweeping  implications 
for  all  U.S.  corporations.  Throw  a 
scare  into  them,  you  might  say. 

It  may  be  true  that  money  talks, 
but  institutional  money  doesn't  talk 
loud  enough.  That's  the  feeling 
Nicholson  gets  in  managing  CNA's 
$700-million  portfolio  of  listed  se- 
curities. "The  only  decision  I  have 
is  to  buy  or  sell  a  particular  stock," 
he  said,  "Now,  is  that  an  incom- 
plete thought  process?  It  seems  to 
me  the  larger  a  position  you  hold 
in  a  company,  the  more  that 
thought  process  should  include  the 
possibility  of  attempting  to  effect 
changes  in  the  company  or  changes 
in  management. " 

Is  that  a  nice  thing  for  a  money 
manager  to  say?  Threatening  to 
kick  out  management?  Isn't  he  sup- 
posed to  be  managing  money,  not 
managing  businesses?  Nicholson's 
answer  is  simply  that  the  two  are 
not  separate  compartments.  The 
one  without  the  other  is,  as  he  puts 
it,  "an  incomplete  thought  process." 

Nicholson  says  the  business 
of  sell-the-stock-if-you-disapprove- 
of-management  doesn't  work  too 
well  any  longer.  If  the  institutional 
investor  spots  what  he  thinks  is  a 
colossal  blunder  by  one  of  the 
companies  in  his  portfolio,  he  rush- 
es to  sell  that  stock  as  fast  as  he 
can— before  other  investors  see 
what  he  sees  and  the  stock  col- 
lapses. The  premium  is  on  speed. 
If  he  waits,  he  risks  getting  burned 
in  the  rush  to  sell,  or  getting  locked 
in  with  an  undesirable  investment. 
The  exits  just  aren't  big  enough  to 
let  everybody  out  at  the  same  time. 
So  a  lot  of  people  get  trampled. 

Not  only  does  that  make  the 
stock  market  more  volatile,  it  is  in- 


herently immoral,  as  Nicholson  sees 
it.  "Is  it  legitimate  that  I  discover 
the  problem  before  another  inves- 
tor does  and  jump  out,  taking  a 
profit?  The  guy  who  jumped  out  of 
Penn  Central  when  he  saw  the 
problem  at  40:  Did  he  take  a  legit- 
imate profit?" 

How  do  you  think  corporate 
managements  would  react  to  the 
kind  of  pressure  you're  talking 
about?  we  asked. 

"In  today's  environment,  they'd 
probably  say  'Go  to  hell.  Sell  oiu' 
stock.'  But  that's  a  short-range  at- 
titude. Ultimately,  the  effect  of  sell- 
ing is  to  depress  the  value  of  their 
stock,  which  management  doesn't 
want  any  more  than  investors." 

But  CNA  can't  take  this  type  of 
action  all  by  itself,  can  it? 

"Well,  that  depends,"  said  Nich- 
olson. "When  I  became  chief  ex- 
ecutive we  had  a  33%  interest  in 
Healthco,  a  medical  supply  and 
nursing  home  company.  It  lost 
$8.5  million  on  sales  of  $132  mil- 
lion last  year,  and  it  was  in  the  red 
the  year  before.  It  was  doing  so 
poorly  I  decided  we  should  move 
in  and  take  a  much  firmer  hand  in 
management.  It  was  either  that  or 
face  the  possibility  of  losing  our  in- 
vestment. Healthco  is  in  the  black 
for  the  first  quarter,  instead  of  los- 
ing $1.7  million  like  it  did  the  first 
quarter  last  year.  So  that  helps. 

"But  in  general,  you're  right," 
Nicholson  continued.  "This  situa- 
tion is  only  going  to  be  cured  if  it 
becomes  a  majority  thought  pro- 
cess among  institutional  investors. 
Changes  have  to  be  made.  Finan- 
cial institutions  have  not  really 
geared  themselves  up  for  examin- 
ing carefully  enough  the  compa- 
nies in  which  they  are  investing. 
In  my  opinion,  the  investor  should 
be  well  qualified  enough  so  that 
whether  or  not  management  is  ask- 
ing for  advice,  the  investor  is  going 
to  give  it  to  him.  So  I'm  asking  my- 
self: Is  there  a  possibility  that  by 
concentrating  our  funds  and  ex- 
pertise in  fewer  industries,  we 
could  provide  advice  and  consul- 
tation for  managements  which  in 
the  long  run  would  get  us  better 
results?" 

Such  consultation  between  man- 
agement and  lender,  Nicholson 
said,  goes  on  when  there's  a  private 
placement.   Why  not  extend  it  to 


Nicholson  of  CNA  Financial 


institutional  investing?  This  won't 
happen  until  institutional  investors 
stop  being  in-and-outers,  Nichol- 
son said.  Also,  they  will  have  to 
change  their  habit  of  diversifying 
their  investments  so  broadly  that 
they  know  very  little  about  any 
given  company. 

"Financial  institutions  got  a  lot 
of  education  on  that  score  in  the 
late  Sixties,"  said  Nicholson.  "How 
much  more  education  do  we  need?" 
As  he  spoke,  the  ghosts  of  Penn 
Central  and  Four  Seasons  and 
Commonwealth  United  marched 
around  the  room. 

"The  main  thing  we're  talking 
about  is  management,"  Nicholson 
went  on.  "There's  just  a  great  deal 
of  incompetence  in  corporate  man- 
agement. Facing  up  to  incompe- 
tence is  a  tough  decision.  It's  easier 
to  divest  oneself  of  a  subsidiary  or 
a  plant  than  it  is  to  divest  oneself 
of  a  chief  executive  or  a  financial 
vice  president.  Yet  the  conse- 
quences in  terms  of  ultimate  value 
could  be  greater  by  divestment  in 
the  personnel  field  than  in  the 
plant  field." 

We  could  almost  hear  the 
screams  of  outrage,  not  just  from 
corporate  chief  executives,  but  also 
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The  Money  Men 


from  the  Antitrust  Division  of  the 
Justice  Department.  And  what 
about  Wright  Patman?  Wasn't 
Nicholson  simply  suggesting  a  re- 
turn to  cartels,  in  which  a  financial 
institution  would  in  effect  control 
entire  industries  like  J. P.  Morgan  & 
Co.  did  a  half  century  ago? 

"The  pendulum  could  swing  too 
far,"  Nicholson  conceded.  "But  there 
is  a  middle  ground." 

In  another  sense,  we  observed, 
all  that  Nick  Nicholson  was  sug- 
gesting was  a  return  to  real  long- 
term  investing. 

"Precisely,"  Nicholson  replied. 
"I'm  calling  for  a  reorientation  of 
values,  and  I  think  it's  going  to  take 
place.  I  think  it's  almost  easier  to 
manage  for  short-term  results,  as 
too  many  companies  do,  than  to 
manage  for  long-term  results.  We 
have  a  piece  of  developed  real  es- 
tate, for  example,  that  because  of 
accounting  factors  is  running  at  a 
loss.  Yet  I  can  sell  it  now  and  take 
a  $l-million  profit  and  there  I  have 
it.  Even  though  we're  convinced 
we'll  do  better  by  letting  it  appre- 
ciate still  further  before  selling  it. 

"Well,  if  corporate  management 
became  convinced  that  a  significant 
number  of  investors  were  looking 
for  those  long-term  results,  they'd 
behave  difi^erently,  I  think.  And  we 
might  find  U.S.  business  becoming 
more  internationally  competitive  in 
the  process,  because  it  would  be 
spending  money  on  research  and 
plant  and  equipment  to  a  much 
greater  extent." 

We  thought  about  that  for  a 
moment,  and  then  we  wondered  out 
loud  if  the  current  trend  towards 
social  conciousness  in  investments 
among  major  institutions  might  not 
be  the  beginning  of  the  changes 
Nicholson  was  talking  about. 

"It  could  be,"  he  replied.  "If  you 
can  tell  them  to  stop  polluting  or 
you  won't  buy  their  stock,  then  ma\'- 
be  the  next  thing  you  can  do  is 
tell  them  to  get  rid  of  their  presi- 
dent or  to  close  an  obsolete  plant. " 

You  may  feel  that  what  Nichol- 
son advocates  is  desirable.  Or  you 
may  think  he's  all  wrong.  But  you 
can't  doubt  this:  The  last  couple  of 
years  have  taught  the  big  institu- 
tions that  their  stockholdings  aren't 
quite  as  liquid  as  they  once  thought 
they  were.  So,  Nicholson  is  saying, 
since  they  can't  always  run,  the  in- 
stitutions increasingly  will  have  to 
stand  and  fight— even  if  this  means 
fighting  management.   ■ 
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IS  the  reason  why 


TgTiTa^fSCTif^'git'iiiti*: 


In  operating  earnings  last  year. 


REVENUES  AND  EARNINGS 

1 

REVENUES 
Operating  Groups 

Building  Materials 

Retail 

Homes 

Industrial  Products 

Intergroup  revenue 

Total  Revenues     . 

EARNINGS 
Operating  Groups 

Building  Materials 

Retail 

Homes 

Industrial  Products 

Unallocated  interest  and  other  expenses 

Earnings  Before  Taxes A 

Net  Earnings 

Per  Common  Share:* 

Primary 

i         Assuming  Full  Dilution  . 


1971 

$343,769,000 

186,182,000 

103,811,000 
114,259,000 
748,021,000 
(21,963,000) 
$726,058,000 

1970 

$269,894,000 

147,178,000 

72,258,000 

115,604,000 

604,934,000 

(13,502,000) 

$591,432,000 

% 
Change 
+  27% 
+  27 
+  44 
-    1 

+  23% 

$  14,150,000 
13,937,000 

13,611,000 
10,638,000 
52,336,000 
(17,746,000) 

$     9,623,000 

8,214,000 

9,207,000 

11,623,000 

38,667,000 

(16,680,000) 

+  47% 
+  70 

+  48 
-   8 

$  34,590,000 

$  21,987,000 

+  57% 

$  18,990,000 

$  11,737,000 

+  62% 

^      .      $1.23 
.      .       $1.13 

$  .87 
$  .82 

+  41  % 
+  38% 

.^^1 

k. 

vans  is  a  mcu*keting  company. 


At  year  end,  1971,  our  Retail  Group  totaled  163 
Iding  material  supermarket  outlets ...  a  net  gain  of  26 
m  1970.  Operating  under  the  trade  names  of  Gross- 
n's  and  Moore's,  these  stores  emphasize  sales  to  home- 
miners  and  do-it-yourselfers.  And  they  had  a  fine  year. 

Revenues  were  up  27%.  Operating  profits  were  up 
0.  Which  proves  that  when  you  have  a  multi-national 


production  capacity  as  backup  for  your  marketing  serv- 
ices, and  when  you  have  a  policy  that  says:  don't  just  sell 
—sell  at  a  good  profit,  your  company  grows. 

Write  for  our  Annual  Report  and 
get  the  rest  of  the  story.  The  address  is 
Evans  Products  Company,  Box  3295, 
Portland,  Oregon  97208. 


PRODUCTS  compRnv 
TH€  BUILDinC  PRODUCTS  COmPfiinY 


Puts  and  Calls: 


Dream  or  Delusion? 

The  option  business  is  starting  to  boom, 
/s  this  a  game  for  sophisticates?  Or  for 
sucliers?    Who   is   raiding   in    the    chips? 


"Option  buying,"  says  LeRoy  Gross, 
who  heads  Reynolds  Securities'  op- 
tions department,  "otters  absolute 
guaranteed  limited  risk,  yet  unlimited 
profit  potential.  It  is  the  best  of  both 
worlds.  That  is  what  I  call  an  inves- 
tor's dream." 

An  investor's  dream?  For  investors, 
such  dreams  often  turn  out  to  be 
nightmares  that  lead  to  rude  awaken- 
ings. But  dreams  are  part  of  what 
makes  Wall  Street  go,  especially  for 
men  like  LeRoy  Gross. 

A  few  years  ago  Gross  was  a  cus- 
tomer's man  in  a  small  Reynolds  office 
in  Charlottesville,  Va.  Today,  pro- 
pelled by  his  enthusiasm  for  puts  and 
calls,  the  red-haired,  southern-accent- 
ed salesman  is  a  successful  Wall 
Streeter,  head  of  the  country's  largest 
put  and  call  operation.* 

The  option  business  is  booming. 
Even  in  the  relatively  dull  stock  mar- 
kets of  early  May,  option  contracts 
were  being  written  at  the  rate  of 
1,200  or  so  a  day,  and  the  total  for 
1972  could  easily  top  .350,000  con- 
tracts, involving  3.5  million  shares. 
This  would  represent  roughly  a  20% 
gain  over  1971  and  75%  over  1970's 
depressed  figure. 

Since  every  option  covers  100 
shares  of  a  stock  and  the  average  op- 
tion sells  for  around  $400,  this  means 
Wall  Street  will  sell  close  to  $140  mil- 
lion worth  of  options  and  might  gen- 
erate as  much  as  $10  million  or  more 
in  stock  exchange  commissions  from 
the  transactions. 

Reynolds  may  be  The  Street's  cur- 
rent leader  in  options.  But  Merrill 
Lynch,  Pierce,  Fenner  &  Smith,  sens- 
ing a  good  thing,  has  beefed  up  the 
option  department  it  acquired  with 
Coodbody  &  Co.  last  year,  and  is  cur- 
rently pushing  hard.  Goldman  Sachs, 
Donaldson,  Lufkin  &  Jenrette  and  ap- 
proximately 65  other  stock  exchange 
houses  are  now  in  the  business. 

"WhcTi  Reynolds  went  public  last 
November,"  one  Wall  Streeter  says, 
"they  all  read  that  prospectus."  What 
they  read  was  this:  Reynolds  grossed 
$1  million  in  its  put  and  call  busi- 
ness in  1970  and  $1.4  million  in  the 
first  nine  months  of  1971. 

'Put  ■nd  call  options  give  tha  buyar  tha  rliht  to  buy 
or  sail  a  givan  quantity  of  sacuritlas  at  a  fliad  prica 
(usually  tliat  day's  mariiat  price)  for  a  spacifiad  tima— 
say.  tha  right  to  buy  100  General  Motors  at  78  for  90 
days.  A  call  Is  an  option  to  buy;  a  put  is  an  option  to 
sail.  In  affact,  a  call  bets  that  a  stock  will  go  up 
•oon.  A  put  batt  It  will  go  down  soon. 


"I  think  put  and  call  options  are  at 
the  stage  mutual  funds  were  15  years 
ago,"  says  Reynolds'  Gross.  The  anal- 
ogy is  far-fetched.  An  option  is  at  the 
opposite  end  of  the  investment  spec- 
trum from  a  typical  mutual  fund. 
Where  the  fund  is  long-term  and  di- 
versified, the  option  is  short-term  and 
concentrated.  A  mutual  fund  might 
be  the  first  place  you  would  put  your 
children's  college  money.  Options 
would  probably  be  the  last  place. 

But  call  it  gambling  or  call  it  so- 
phisticated in\esting,  option  trading 
seems  likely  to  continue  growing.  Un- 
less, of  course,  the  Securities  &  Ex- 
change Commission  starts  question- 
ing, which  it  shows  no  sign  of  doing. 
Puts  and  calls  may  get  their  biggest 
boost  next  November  when  the  Chi- 
cago Board  of  Trade  hopes  to  start 
the  first  secondary  market  in  options; 
this  would  enable  an  option  buyer  to 
trade  his  option  much  as  he  now  can 
trade  a  warrant.  This  would  increase 
botli  the  liquidity  and  the  flexibility 
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Reynolds 
Securities  Inc^ 


discover  that  Puts  and 
Calls  offer  high  profit 
potential  even  though 
they  cost  a  lot  less  than 
stocks.  You'll  leamabout 
risks  that  are  real  but 
limited  to  a  relatively 
small  fixed  amount  of  money. 

gi  Bache&Co. 

tsiablished  in  advance. 
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Come  One,  Come  All.  A  heffy 
return  on  a  tiny  investment— 
that's  Wall  Street's  sales  pitch. 


of  the  option  market;  at  present  the 
usual  choice  is  to  hold  the  option  or 
to  e.xercise  it. 

Quite  clearly,  options  appeal  to  the 
gambler  that  lurks  inside  every  serious, 
investor— and  to  The  Street's  hunger 
for  commission  business.  The  investor 
can  get  a  kind  of  action— and  a  degree 
of  risk— in  quite  standard  stocks  that 
at  present  he  can  get  only  in  rankly 
.speculative  ones.  Options  generally  run 
from  30  days  to  six  months  and  ten 
days;  occasionally  they  run  for  a  year. 
After  they  expire,  they  are  worthless. 
Within  this  period  you  can,  in  theoiy 
at  least,  double  or  treble  your  money. 
More  likely  you  can  lose  every  cent 
of  your  investment. 

It  doesn't  hurt  the  potential  market 
that  millions  of  investors  have  had  no 
experience  with  puts  and  calls.  The 
disillusion  factor  is,  therefore,  small. 
Indeed,  the  novelty  and  mysteiy  of 
puts  and  calls  may  be  their  biggest 
appeal.  For  the  investor  discouraged 
with  his  luck  at  guessing  stock  prices, 
puts  and  calls  offer  a  whole  new 
world,  including: 

•  The  Straddle:  a  put  and  a  call 
on  the  same  stock  bought  on  the  as- 
sumption that  the  stock  will  move 
either  up  or  down  sharply; 

•  The  Strip:  two  puts  and  a  call 
bought  b\-  an  uncertain  pessimist; 

•  The  Strap:  two  calls  and  one  put, 
for  the  uncertain  optimist. 

"The  typical  buyer  of  a  stock  is 
pla\ing  the  piano  with  one  finger," 
says  Mike  Gladstein  of  Donaldson, 
Lufkin  &  Jenrette's  Option  Investment 
department.  "When  you  start  buying 
puts  and  calls,  >ou  are  starting  to  play 
all  the  chords." 

Myron  Simons,  former  research 
partner  for  Hirsch  &  Co.  and  now 
manager  of  the  option  department  for 
Oppenheimer  &  Co.,  argues  that  op- 
tions are  less  ri.sky  than  they  look. 
"The  sensible  man,"  he  says,  "isn't  go- 
ing to  put  his  e\ery  dime  into  options. 
He'll  put  in  maybe  10%,  maybe  20%  of 
what  he  has  available  for  the  stock 
market.  If  he  plays  skillfully,  he  can 
get  better  appreciation  o\erall  and 
with  less  risk  than  if  he  puts  all  his 
mone\'  into  stocks.  Figure  it  this  way: 
If  he  puts  20%  into  call  options  and 
the  market  tuins  bad,  sure  he  might 
lose  all  20%;  but  he  could  easily  lose 
much  more  than  20%  in  a  big  bear 
market  if  he  were  entirely  in  stocks." 
Simons  has  a  point,  but  you  could  say 
the  same  thing  about  betting  20%  of 
\  our  money  on  football  or  the  horses. 

Theoretical  arguments  aside,  how 
do  options  work  out  in  practice?  The 
table  on  page  46  gives  a  sampling  of 
real-life  results  from  options  written 
in  late  1971.  For  example,  take 
Merck.  Last  fall  an  investor  decided 
that'Merck  stock,  then  selling  at  109, 
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We  keep  repeating  ourselves. 


It's  getting  to  be  a  familiar  story. 
In  1971,  we  again  achieved  new 
record  levels  in  consolidated  sales 
and  revenues,  net  income  and 
earnings  per  share. 

Worldwide  sales  and  revenues 
totaled  $7.3  billion,  a  record 
high  and  an  increase  of  13%  over 
the  1970  sales  and  revenues  of 
$6.5  billion  as  restated  to  include 
companies  added  through  pooling' 
of  interests. 

New  high  in  income 

Consolidated  income  reached  a 
new  peak  of  $407  million,  before 
the  extraordinary  non-recurring 
charge  of  $70  million  to  cover  the 
uninsured  portion  of  our  investment 
in  Chile.  Such  earnings  increased 
12%  over  the  restated  1970  net 
income  of  $363  million. 

On  a  per-share  basis,  after 
recognition  of  all  common  stock 
equivalents,  earnings  for  the  year, 


before  the  extraordinary  charge, 
amounted  to  $3.45,  compared  with 
restated  earnings  per  share  of 
$3.14  in  1970,  an  increase  of  10%. 
The  special  non-recurring  charge 
was  equivalent  to  60  cents  per  share. 

Increase  in  dividends 

For  the  eighth  consecutive  year, 
the  dividend  on  the  common 
stock  was  increased,  reaching  a  new 
annual  rate  of  $1.19  per  share, 
within  the  limitations  of  the  Wage 
and  Price  program. 

At  the  close  of  1971,  ITT's  man- 
ufacturing backlog  had  reached 
a  new  high  of  $2.8  billion, 
compared  with  the  record  level 
of  $2.3  billion,  as  restated,  for  1970. 

Capital  expenditures  for  plant 
and  facilities  amounted  to  $654 
million,  marking  the  third  year  in 
which  such  outlays  exceeded  $500 
million. 

The  sales  and  revenues  figures  do 
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not  include  Chilean  operations  nor 
the  premiums  and  revenues  of  the 
insurance  and  finance  subsidiaries. 
This  would  amount  to  $1.5 
billion  for  the  year,  and  represents 
an  increase  of  15%  over  the 
comparable  1970  results. 

Annual  report  available 

You  will  find  these  and  other 
results  detailed  in  our  1971  annual 
report. 

For  a  copy,  write:  Director  of 
Investor  Relations,  International 
Telephone  and  Telegraph 
Corporation,  320  Park  Avenue, 
New  York,  N.Y.  10022. 


ITT 


SERVING  PEOPLE  AND  NATIONS  EVERYWHERE 


stood  to  rise  sharply  in  the  succeeding 
six  months.  The  investor  asked  his 
broker  to  find  another  investor  wiHing 
to  offer— "write"  is  the  technical  term— 
a  call  on  Merck.  The  writer,  who 
probably  owned  Merck,  agreed  to 
write  a  call  on  100  shares  in  return 
for  about  $900.  This  committed  the 
writer  to  sell  tlie  option  holder  100 
shares  of  Merck  on  demand  for  $109 
a  .share  at  any  time  over  the  ne.xt  six 
months  and  ten  days.  To  cover  his 
costs  and  profit  margin,  the  broker 
marked  up  tlie  option  to  $955,  nearly 
9%  of  Merck's  current  market  value, 
and  sold  it  to  the  buyer. 

If  Merck  stock  had  stayed  at  or 
below  109— the  so-called  "strike  price" 
at  which  the  buyer  ma\'  purchase  the 
stock— during  the  next  six  months 
and  ten  days,  the  option  would  ha\e 
been  worthless;  the  bu\er  would  ha\e 
lost  all  $955.  The  writer  would  ha\  e 
kept  his  Merck  stock  and  the  $900. 

But   the   buver   was   luckv.    Merck 


stock  rose  27  points  to  136/'4  by  the 
expiration  date.  The  buyer  could  have 
bought  100  Merck  shares  from  the 
writer  for  $109  each  and  sold  them 
immediately  for  $136.25  (the  buyer 
does  not  have  to  put  up  any  capital 
to  exercise  the  option  if  he  buys  and 
sells  the  same  day).  Result:  a  gain  of 
$2,725  which,  minus  the  premium 
cost  ($955)  and  two  sets  of  commis- 
sions ($102.53)  leaves  a  profit  of 
$1,667.47,  a  174%  return  on  invest- 
ment. The  writer  would  make 
money,  too— $900— but  not  as  much  as 
he  would  have  made  if  he  had  not 
written  the  option  which  forced  him 
to  sell  his  Merck  shares. 

An  option  buyer  can  make  money 
on  the  downside,  too.  In  mid-April, 
for  example,  an  investor  who  be- 
lieved McDonnell  Douglas  was  over- 
priced at  45)8  could  have  bought  a 
put  on  100  shares  for  $487.50,  a 
premium  of  almost  11%.  If  McDonnell 
Douglas  were  to  fall  to,  say,   $35  at 


any  time  before  the  end  of  October, 
the  investor  could  then  buy  the  shares 
for  $35  and  "put"  them  to  the  writer 
of  the  option  for  45*8.  Result:  a  profit 
for  the  buver  of  the  put  of  $432 
($1,012.50  minus  $487.50  premium 
and  $93  in  commissions).  In  this  case, 
ho\ve\er,  the  writer  would  lose.  The 
$450  premium  wouldn't  compensate 
for  the  $1,000  loss  of  capital  plus  com- 
'  missions  he  had  to  pay. 

Are  put  and  call  options  a  sucker's 
game?  Or  a  sophisticate's  game?  There 
are  elements  of  both.  As  the  list  of 
options  sold  last  summer  illustrates, 
it  is  far  easier  to  lose  money  on  a  put 
or  call  than  to  make  it.  Even  when 
a  stock  moves  up,  the  buyers  may 
lose  part  of  their  stake,  as  they  did 
with  Chrysler,  Eastern  Air  Lines  and 
Texas  Gulf  Sulphur. 

This  list  also  shows  how  widely  op- 
tion prices  \'ary— from  24%  of  the  mar- 
ket price  in  the  case  of  Chris-Craft 
to    7%    in    the    case    of    International 


W/nn/ng  and  Losing  In  Options 


Type 

of 
Option 


Security 


Trade       Expiration      Strike 
Date"  Datet  Price 


Premium 

$  % 


Break- 
even 
Price      High-Low 


Price  at 

Expiration 

Date 


Gain'* 


Loss* 


Call 
Call 
Call 
Call 


Atlantic  Richfield 
Babcock  &  Wilcox 
Bausch  &  Lomb 
Boise  Cascade 


9/8 
9/1 

7/21 
9/8 


3/17 
3/13 
1/31 
3/20 


74>/4 

375/8 

13278 

283/4 


830.00 

467.50 

2705.00 

405.00 


11 

12 
20 
14 


$82.55     73y8-58 
42.30         40-25 

159.93  1943/4-1241/4 
32.80    28y8-15'/4 


67% 
341/2 

I851/2  90% 

18 


1000/0 
100 

100 


Call  Braniff  Airways 

Call  Chris-Graft  Industries 

Call  Chrysler 

Call  Eastern  Air  Lines 


8/17 
9/2 
8/17 
9/7 


2/28 
3/13 
2/28 
3/13 


115/8 

63/8 

311/2 

21 1/8 


266.25 
152.50 
380.00 
330.00 


23 
24 
12 
16 


14.29 

7.90 

35.30 

24.43 


18-115/8 

71/2-51/4 
35-251/2 
271/8-I6 


173/4 

63/8 

331/2 
233/8 


110 


100 
70 
54 


Call  Fairchild  Camera  &  Instrument  9/10  3/20 

Call  Gillette  8/16  2/28 

Call  Homestake  Mining  8/17  2/28 

Call  IBM  9/7  3/13 


391/2 
40^8 
241/2 
300 


605.00 

467.50 

392.50 

2205.00 


15 

11 

16 

7 


45.55  445/8-191/8 

45.55  431/8-35 

28.43  271/4-17 

322.05  3833/4-2901/2 


385/8 

401/2 

235/8 

3731/4 


225 


100 
100 
100 


Call  Levitz  Furniture  9/15  12/20 

Call  Levitz  Furniture  9/1  3/13 

Call  Merck  9/1  3/13 

Call  Mohawk  Data  Sciences  9/2  3/13 


Call 
Call 
Call 
Call 


Call 

Call 
Put 
Put 


Put 
Put 

Put 


83% 
761/4 
109 
271/4 


842.50 

1250.00 

955.00 

505.00 


10  92.30  1193/4 

16  88.75  1613/8 

9  118.55  1381/2 

19  32.30  285/8 


Call  Natomas  8/24  3/6 

Call  Northwest  industries  Warrants  9/7  3/17 

Call  Occidental  Petroleum  8/19  2/29 

Call  Planning  Research  9/1  3/10 


83 

221/8 

161/4 

18 


1330.00 
425.00 
216.25 
353.75 


16  96.30  905/8 

19  26.38  241/4 
13  18.41  163/4 

20  21.54  19% 


RCA 

Syntex 

Telex 

Tesoro  Petroleum 


9/1 
8/18 
9/1 
8/18 


3/13 
2/28 
3/13 
2/28 


34 

683/8 

14 

271/4 


400.00 
855.00 
253.75 
380.00 


12  38.00  44% 

13  76.93  1075/8 
18  16.54  14% 

14  31.05  491/8 


Texas  Gulf  Sulphur 
Union  Corp 
Bausch  &  Lomb 
IBM 


8/16 
9/1 
8/13 
8/30 


2/28 
3/13 
2/23 
3/6 


171/8 
141/8 

138 

3151/2 


266.25 

266.25 

2200.00 

2675.00 


16  19.79     203/4 

19  16.79     251/2 

16  116.00  1943/4 

8  288.75      380 


Levitz  Furniture 

Mattel 

Merrill  Lynch,  Pierce, 

Fenner  &  Smith 


9/1 

8/24 

9/10 


3/13 

3/6 

3/20 


76V« 
233/4 
38 


1100.00 
425.00 
525.00 


14  87.25  1613/8 

15  24.50    343/4 


863/8 
863/8 

IO81/2 
145/8 


1193/4 

1571/8 

1361/4 

235/8 


451/4 

151/8 

10 

101/8 


813/8 
223/8 
11% 
163/8 


311/4 

65 

81/4 

261/2 


41 

1043/8 
13 

483/8 


113/4 

8 

1241/4 

2901/2 


201/4 
141/4 

1741/2 

380 


863/8 
183/4 


14      32.75    405/8-291/4 


1571/8 
301/2 
431/2 


313 
538 
173 


52 
308 

432 


100 


100 
100 
100 
100 


100 


7 
100 
100 
100 


100 
100 
100 


Source.   Lombord  Street;  Meaill  Lynch,  Pio-ce,   Fenner  &  Smilh,   Inc.;  Forbes.  'AH  trade   dotes  ore   1971.   t  All  options  expire  in   1972  except  9/15  coll  on  Levitz  Furniture. 
After  transactions  charges. 
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1% 


That's  been  our  philosophy  ever  since 
ve  started  building  our  financial  ser- 
ices  holding  company  in  1968.  And 
ast  year  we  had  combined  assets  of 
nore  than  $1  billion  and  consolidated 
let  income  of  $24.8  million,  up  67.3% 
rem  the  previous  year. 

To  our  original  title  and  personal 
nsurance  and  mutual  fund  sales  affili- 
ites,  we've  added  partners  in  invest- 
nent  counseling,  mortgage  and  real 
'State,  and  casualty  insurance. 

All  profitable  operations  when 
hey  joined  us.  All  promising  even 
rreater  profits  with  the  help  of  the 
-Richmond  Corporation  advantages  of 
unplified  cross  marketing,  mutual 
)perating  economies,  and  the  unique 
nterchange  between  our  member  com- 
panies. 

Life  of  Virginia's  net  income  in- 
breased  16.4%  in  1971.  It  ranks  among 
!:he  top  21/2%  of  the  nation's  1,800  legal 
■eserve  life  companies. 

Lawyers  Title  posted  a  92%  gain 
n  net  income  last  year.  It's  one  of  the 


countrysWgest  title  insurers. 

Leatherby  Companies,  Inc.  earn- 
ings increased  threefold  in  1971,  the 
first  full  year  as  an  affiliate  of  the 
holding  company.  This  California-based 
firm  markets  casualty  and  general  in- 
surance, workmen's  compensation  and 
employers"  liability  coverage. 

Morton  G.  Thalhimer,  Inc.,  a 
Southeastern  real  estate  brokerage 
firm,  saw  earnings  increase  22.5%  last 
year,  the  first  full  year  of  affiliation 
with  Richmond  Corporation. 

Cooke  &  Bieler,  Inc.  last  year  bet- 
tered previous  record  earnings  by 
165%.  It  is  an  investment  counseling 
firm  with  client  portfolios  totaling 
approximately  $250  million. 

Insurance  Management  Corpora- 
tion gained  momentum  during  1971, 
adxling  important  property  and  casualty 
organizations  in  four  states  to  its  agency 
network. 

First  Virginia  Management  and 
Research  Corporation  is  the  investment 
adviser  and  distributor  of  shares  of  First 


Fund  of  Virginia,  a  mutual  fund.  In 
1971  sales  increased  11.9%. 

Richmond  Equivest,  Inc.  is  an  af- 
filiate formed  in  1970,  as  a  vehicle  for 
equity  real  estate  investments,  includ- 
ing joint  ventures.  Last  year  the  or- 
ganization broke  ground  for  a  $50- 
million  environmental  community. 

One  or  more  of  our  companies 
markets  products  and  services  to  the 
residents  of  46  states,  Washington, 
D.C.,  Puerto  Rico,  the  U.S.  Virgin 
Islands  and  eight  Canadian  provinces. 

Together  they  represent  a  profit 
center  with  assets  of  more  than  a  billion 
dollars. 

We  have  a  young,  vigorous  man- 
agement. 

And  we're  making  way  for  more 
who  share  our  views  on  people,  property 
and  profits. 

RICHVIOISD 

CORPORATION 

Look  into  us  for  all  we're  worth. 


tichmond  Corporation.  914  Capitol  Street ,  Richmond.  Virginia  23219/The  Life  Insurance  Company  of  Virginia/Lawyers  Title  Insurance  Corporation/Leatherby  Companies, 
nc./Morton  G.  Thalhimer.  Inc./Insurance  Management  Corporation/Cooke  &  Bieler,  Inc./First  Virginia  Management  and  Research  Corporation/Richmond  Equivest,  Inc. 


Business  Machines.  Volatile  stocks 
such  as  Bausch  &  Lomb  are  always 
priced  higher  than  more  stable  stocks 
such  as  Babcock  &  Wilcox.  Reason: 
There  is  more  risk  for  the  writer  and 
greater  potential  for  the  buyer.  For 
the  same  reason,  longer  options  in 
the  same  stock  are  always  priced 
higher  than  short  ones:  Compare  the 
Levitz  Furniture  call  that  expired  in 
December  with  the  one  that  expired 
three  months  ago  in  March. 

Though  figures  are  hard  to  come 
by,  it  is  almost  certainly  true  that  op- 
tion buyers  lose  far  more  often  than 
they  gain.  And  though  there  are  many 
yarns  of  writers  grown  rich  from  op- 
tions, a  more  realistic  guess  is  that 
some  do— but  some  don't— make  mon- 
ey writing  options. 

Whence,  then,  come  the  stories  of 
the  buyer  who  bought,  say,  a  six- 
month  call  on  Levitz  last  November 
for  $1,250  and  ended  with  over 
$6,000  profit?  Just  as  there  are  swing- 
ers who  brag  of  their  conquests  but 
never  their  rebuffs,  so  there  are  op- 
tion players  who  like  to  impress  their 
friends.  Nor  do  put  and  call  brokers 
discourage  such  stories. 

The  purchaser  of  a  call  (or  put) 
still  has  a  big  decision  to  make  once 
he  buys  an  option:  When  to  exercise? 
This  list  assumes  all  the  option  holders 
exercised  a  few  days  before  the  ex- 
piration date— or  let  their  options  ex- 
pire. Actually  the  purchaser  of  the 
Union  Corp.  call,  for  example,  might 
have  been  smart  enough  to  exercise 
at  25K.  That  way  he  would  have 
made  a  nice  profit  instead  of  losing 
his  entire  premium. 

Scorecard 

Some  studies  that  have  been  made 
do  little  to  bolster  the  case  for  options. 
Martin  E.  Zweig,  an  assistant  pro- 
fessor at  City  University  of  New  York, 
studied  a  total  of  54  different  simu- 
lated writing  and  buying  strategies 
during  the  1961-68  market.  Zweig's 
conclusion    was    that   none    of   these 


strategies  outperformed  simply  buy- 
ing and  holding  the  same  set  of  stocks. 
"I  would  estimate,"  he  says,  "that 
about  60%  of  options  purchased  end' 
up  totally  worthless.  Perhaps  less  than 
10%  are  extremely  profitable."  As  for 
the  typical  writer  of  options,  "He  can 
kid  himself  for  years  without  ever 
really  knowing  what  his  real  rate  of 
return  is,"  says  Zweig. 

Remember  this:  In  buying  options, 
you  are  not,  as  you  are  in  stocks,  buy- 
ing an  interest  in  a  piece  of  property. 
You  are  gambling  on  a  substantial 
price  change.  You  have  to  be  right 
about  the  move.  Perhaps  more  diffi- 
cult, you  have  to  be  right  about  the 
timing  of  the  move. 

Note  the  number  of  cases  in  the 
table  where  the  loss  was  100%:  The 
speculator  in  stocks  loses  only  if  the 
market  goes  against  him.  The  buyer  of 
options  loses  then,  too;  but  he  also 
loses  if  his  stock  remains  fairly  static. 

Furthermore,  most  options  are  quite 
expensive.  A  typical  six-month  option 
will  cost  12%  to  15%  of  the  stock's 
price.  At  even  the  lower  figure,  a 
100-share  option  on  a  $50  stock  would 
cost  $600;  exercising  it  and  selling  the 
stock  would  cost  $130  in  commissions. 
Just  to  break  even  for  the  option 
buyer,  therefore,  the  stock  would 
have  to  go  up  to  57/9.  At  60,  it  would 
return  a  small  profit.  At  55,  it  would 
show  a  loss.  Thus,  nothing  short  of  a 
fairly  big  move  in  a  stock  will  bail 
out  an  option  buyer  at  these  prices. 
Alas,  the  timing  of  such  moves  is  un- 
predictable, even  for  professionals. 

Oppenheimer  &  Co.'s  Myron  Simons 
thinks  the  prices  could  be  lowered  if 
the  supply  of  options  could  be  in- 
creased. He  spends  a  good  deal  of 
his  time  proselytizing  big  investing 
institutions  to  get  into  the  writing  side 
of  options.  If  options  start  trading 
on  the  Chicago  Board  of  Trade,  that 
might  possibly  reduce  their  prices. 

However,  at  present  options  are 
so  expensive  the  odds  would  seem 
stacked  against  the  option  buyer.  The 


more  the  buyer  pays  for  them,  the 
greater  is  his  risk,  the  less  his  chance 
of  meaningful  gain.  Oppenheimer's 
Simons  thinks  8%  to  10%  might  be  a 
fair  premium  for  a  six-month  call  on  a 
big  company,  and  that  it  would  still 
enable  a  smart  writer  to  return  12% 
or  more  on  his  money.  Question:  If 
there  is  a  shortage  of  writers  at  12% 
and  15%  premium,  how  many  would 
there  be  at  8%? 

Where  the  Action  Is 

There  is  no  argument  on  one  point: 
The  broker  is  often  the  winner.  In  the 
case  of  successful  options  such  as 
Merck,  or  even  unsuccessful  ones  like 
Chiysler  or  Eastern  Air  Lines,  there 
could  have  been  three,  even  four, 
100-share  commissions:  one  when  the 
writer  sold  his  shares  to  the  buyer; 
a  second  when  the  buyer  bought  the 
shares;  a  third  when  the  buyer  im- 
mediately resold  the  shares;  and  a 
possible  fourth  if  the  writer  had  not 
already  owned  the  stock  and  had 
bought  it  specifically  to  write  the  op- 
tion. So  there's  Wall  Street's  take:  on 
the  Merck  example,  four  commissions 
totaling  $205.06,  plus  the  markups  on 
the  options  themselves. 

At  this  rate,  even  the  small  investor, 
the  $1,000  and  $2,000  shooter,  is  ex- 
tremely profitable  to  handle.  Is  it  any 
wonder  the  retail  houses  are  attracted 
to  put  and  call  options? 

Is  there  any  "rule"  of  buying  puts 
or  calls?  Not  really.  But  one  useful 
principle,  says  Leon  Pomeranz,  head 
of  Donaldson,  Lufkin  &  Jenrette's  op- 
tion department,  and  one  of  Wall 
Street's  acknowledged  experts,  is  that 
no  one  should  buy  a  straight  call  or 
put  unless  he  thinks  he  can  make  200% 
on  his  premium  investment.  You  need 
that  kind  of  winner  to  pay  off  the 
more  numerous  losers. 

Perhaps  Reynolds  Securities'  Gross 
should  have  called  options  a  broker's 
dream  rather  than  an  investor's  dream. 
Unless,  that  is,  the  investor  has  an 
extremely  accurate  crystal  ball.  ■ 


-The  House  Special 


The  only  puts  and  calls  many  in- 
vestors know  about  are  in  ads  like 
this  one.  What  do  they  mean? 

Usually  these  are  options  that 
are  in  a  put  and  call  broker's  in- 
ventory. 'They  differ  from  regular 
options  where  the  closing  price  and 
the  strike  price  {see  story)  are 
identical.  Since  the  so-called  'spe- 
cial option"  was  written  in  the 
past,  tlie  closing  price  has  usually 
changed.  Most  of  the  stocks  on  this 
April  list,  such  as  AM  REP,  have 
moved  up.  However,  several,  such 
as  Commercial  Solvents  and  Fair- 
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child  Camera,  have  moved  lower 
since  the  option  was  written. 

Naturally,  as  the  stock  moves 
higher  on  a  call,  the  dealer  in- 
creases the  option's  price.  As  it 
moves  lower,  he  would  probably 
reduce  the  option's  price. 

Are  there  bargains  in  these  list- 
ings? Perhaps.  But  dealers  are  not 
stupid  or  philanthropic.  Nor  do 
they  always  expect  to  get  what 
they  ask.  Sometimes  the  prices  of 
these  house  .specials  can  be  re- 
duced by  bargaining.  After  all, 
the  spoilage  rate  is  veiy  high. 
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\  quick  glance  at 
Rapid-American's 
1971  accomplishments 
md  growth 

:  ^  -pts  from  the  Annual  Report  for  the  year  ended 
tnuary  31,  1972,  now  being  distributed  to  shareholders. 

'om  the  Message  to  Shareholders: 

ales  and  earnings  for  fiscal  1 971  established  new 
jcords  for  your  company. 

Ithough  we  anticipated  these  excellent  results,  as 
redicted  last  May  at  the  annual  nneeting  of  share- 
Dlders,  we  are  very  pleased  to  report  their 
;hlevement .... 

'e  have  expanded  the  data  in  this  annual  report, 
■awing  from  our  total  corporate  financial 
formation,  because  we  hope  that  it  will  be  useful 
shareholders.  Included  are  breakdowns  of  sub- 
diary  and  divisional  sales  and  operating  income 
)ntributions,  summaries  of  the  financial  reports  of 
len  Alden  and  McCrory,  descriptive  schedules,  a  list 
the  principal  publicly  traded  securities  of  the  Rapid- 
merican  Family  of  Companies,  a  five-year  review  of 
3y  Rapid-American  financial  data,  and  a  condensed 
ilance  sheet  for  the  parent  company  (in  addition 
consolidated  balance  sheets). 


RAPID-AMERICAN 
CORPORATION 

Glen  Alden 
Corporation 

[75%  owned] 

Rapid-American 
Divisions 

McCrory 
Corporation 

157%  owned] 

Schenley 

Joseph  H.  Cohen 
&  Sons 

McCrory- 
McLellan-Green 

Playtex 

Leeds 
Travelwear 

S   Klein 

B.V.D. 

Cross  Country 
Clothes 

Otasco 

Textiles 

Lerner  Shops 
[59%  McCrory  owned] 

Our  successful  1 971  year  was  based  on  accomplish- 
ments in  two  areas,  operating  performance  and 
corporate  financial  planning.  Each  is  a  basic  com- 
ponent of  the  Rapid-American  program,  which  is 
characterized  by  aggressive,  dynamic  management 
teams,  sound  business  practices,  and  a  concentration 
on  extending  our  record  of  solid  growth. 

We  expect  this  program  to  be  successful  in  the 
current  year.  We  are  fully  confident  of  our  ability  to 
continue  generating  growth  and  again  to  reach 
new  peaks  in  earnings. 


Sincerely, 


M.  Riklis 

Chairman  of  the  Board  and  President 

April  20,  1972 


Rapid-American  Corporation  &  Subsidiaries  /  Five-Year  Comparative  Financial  Data 

'  Ended  January  31, 

EARNINGS:  1972  1971                          1970                          1969                          1968 

Met  Sales  (1)  $2,328,229,000  $2,188,904,000       $1,950,838,000        $    891,695,000       $    837  632  000 

Dperating  Income  (1)  (2)  143,883,000  133,170,000            125,774,000              46,298,000              36,892,000 

ncome  Before  Minority  Interest 

and  Extraordinary  Items  (1)  44,383,000           *  30,645,000              33,538,000               18,173,000              15,913  000 

ncome  Before  Extraordinary  Items  23,112,000  14,919,000              20,033,000                 7,959,000                 7,190,000 

Niet  Income  25,575,000  13,030,000              20,742,000               10,896,000                7,190,000 

Met  Income  Applicable  to 

Common  Shareholders  21,305,000  7,421,000               15,508,000                9,390,000                 5,957,000 

^er  Share— Fully  Diluted: 

Income  Before  Extraordinary 

Items 1.75  .83                          1.41                           108                          108 

Niet  Income 1.98  .58                          150                          163                          108 

Weighted  Average  Shares 7,554,000  shs.  7,365,000shs.         7,654, OOOshs.         5,310,000shs.         4,550,000shs. 

er  share— Primary: 

Iricome  Before  Extraordinary 

Items 2.72  1.40                          2  59                          2.13                          2.67 

Net  Income 3.08  111                          2  72                          3.10                          2.67 

Weighted  Average  Shares  6,768,000  shs.  6,591, OOOshs.         5, 665, OOOshs.         3,030,000shs.         2, 233, OOOshs. 

FINANCIAL  POSITION: 

Current  Assets  $    950,634,000  $    951,602,000       $    947,466,000       $    186,135,000       $    160,205,000 

Current  Liabilities 382,537,000  458,681,000             469,422,000               90,724,000               81,550,000 

Working  Capital  568,097,000  492,921,000             478,044,000               95,411,000               78,655,000 

Total  Assets  1,571,808,000  1,621,450,000          1,701,074,000             386,042,000             337,780,000 

Shareholders'  Equity  208,357,000  176,061,000            175,013,000              52,321,000              38,115,000 

')  From  continuing  operations  (without  giving  effect  to  operations  sold  subsequent  to  January  31 ,  1972). 

2)  Excludes  other  income,  interest  and  debt  expense.  Federal  and  foreign  income  taxes,  minority  interest  and  extraordinary  items. 

Certain  amounts  for  the  four  years  ended  January  31,  1971  are  restated. 

This  information  should  be  read  in  conjunction  with  the  financial  statements  and  data  appearing  in  the  Annual  Report. 

If  you  would  like  more  than  a  quick  glance,  write  us 
for  your  own  copy  of  the  Rapid-American  Annual  Report: 

SHAREHOLDER  RELATIONS,  DEPT.  C,  RAPID-AMERICAN  CORPORATION,  711   FIFTH  AVENUE,  NEW  YORK,  N.Y.  10022 


Faces  Behind  the  Figures 


Cover  Story 


It  has  been  16  years  since  Col- 
liers died;  three  years  since  the 
death  of  the  Saturday  Evening 
Post.  But  Norman  Rockwell,  who 
for  over  six  decades  painted  up- 
ward of  400  covers  for  them,  lives 
on  as  America's  best-known  artist. 

He's  78  now,  still  tall  and  slim 
in  his  faded  blue  work  shirt,  a 
gray-haired  version  of  the  eager, 
freckle-faced  kid  he  has  painted  so 
often.  He  works  in  the  studio  of  his 
old  Stockbridge,  Mass.  saltbox 
("You  know  who  used  to  live 
here?"  he  twinkles.  ".  .  .  Aaron 
Burr."),  his  Rockwellian  vision  of 
America  essentially  unchanged.  If 
that  vision  seems  too  middle-class 
and  middle-aged  by  today's  stan- 
dards, it  is  still  an  honest  vision.  "I 
don't  say  to  myself,  I'll  make  Amer- 
ica look  nicer  than  it  is.  I  just  paint 
my  neighbors,  and  they  all  seem 
to  be  nice  people." 

And  America,  much  of  it  at 
least,  still  loves  that  vision.  For  the 
next  two  years  he  is  booked  solid 
with  commissions.  One  of  his  most 
lucrative  outlets:  covers  for  com- 
pany annual  reports,  including  Mc- 
Donald's, A-T-O  and  NVF. 

To  Rockwell,  an  annual  report 
is  simply  another  painting,  another 
aspect  of  America.  And  in  1972, 
what  is  more  American  than  a  Mc- 
Donald's hamburger,  pictured  at 
$10,000  per  rendering?  "But  peo- 
ple tell  me  that's  not  enough,"  he 
says.  "I  have  so  much  work,  I'm 
afraid  I'll  have  to  go  up." 

What's  the  difference  between 
working  for  a  large  corporation  and 
doing  Post  covers?  "Oh,  the  com- 
mittees in  the  corporations!"  he  ex- 
claims, collapsing  back  into  his 
Boston  rocker  for  emphasis.  "There's 
always  some  guy  who  wants  to  add 
a  little  more  blue.  So  I  insist  on 
having  only  one  contact  guy  in  a 
company.  He  can  fight  with  the 
committee  if  he  wants  to." 

Most  companies  swallow  his  de- 
mands, for  few  artists  have  his 
reputation.  Rockwell's  likeness  of 
Richard  Nixon  is  the  official  por- 
trait in  the  National  Gallery.  "This 
month  he  receives  the  Albert  Ein- 
stein Award  for  Fine  Arts,  and  a 
group  of  his  paintings  is  traveling 
to  museums  across  the  country. 

"But  I'm  no  fine  arts  man,"  he 
protests.  "I'm  an  illustrator.  I  paint 
stories.  I've  done  ads,  books,  you 
name  it.  It's  only  in  the  last  few 
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years  that  people  started  arguing 
with  me  that  I  was  an  artist.  I  nev- 
er believed  it.  The  fame  interferes 
with  my  work  more  than  anything 
else.  I'm  not  painting  when  I'm  out 
doing  some  public  stunt." 

The  fame  caused  him  one  other 
problem,  too:   an  income  last  year 


of  $1.4  million.  "It  puts  me  in  a 
70%  bracket!  Of  course,  I  don't  want 
to  cheat,  because  I  don't  want  to  go 
to  jail,"  he  says,  pausing  to  draw 
on  his  famous  pipe.  "But  gee  whiz, 
I  suppose  it  would  be  quiet  there. 
Now  if  I  could  only  be  sure  I  could 
get  a  good  north  light.  ..."  ■ 
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LSome  investors  don't  buy 
Moody's 
Handbook  of  Common  Stocks'' 

until  after  tiiey' ve 
made  several  costly  mistakes^ 


Whywaitt 
Moody's ''Handbook'' 
costs  only  MS. 
Yet  Moody's  believes 
it  could  save  you- 
or  help  you  make- 
hundreds,  perhaps 
thousandSfOf  dollars. 
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fou  can  benefit  from  Moody's  Hand- 
ook  whether  you're  a  conservative 
nvestor  or  are  willing  to  take  big 
isks  with  the  purpose  of  making  big 
rofits.  It  covers  all  the  stocks  of  in- 
;rest  to  most  investors:  practically 
very  stock  listed  on  the  New  York 
tock  Exchange,  on  the  American 
(lock  Exchange,  plus  many  of  the  im- 
ortant  unlisted  stocks.  2491  stocks 
nail! 

The  Handbook  includes  plenty  of 
ignificant  facts  for  each  stock: 

Jature  of  Business 

icker  Symbol 

evenucs 
Vorking  Capital 

enior  Capital 
Jumber  of  Shares 
nterim  Earnings 

rice-Earnings  Ratio 


Dividend  Payments 

Period 

Record  Date 

Payment  Date 

Last  Amount 
Average  Yield 
Price  Range  (Recent) 
Price  Range  ( 10  years) 


Years  Cash  Dividends  Consecutively  Paid 
Earnings  per  Share  for  Past  3  Years 
Dividends  per  Share  for  Past  3  Years 
Number  of  Institutions  Owning  Stock 
Number  of  Shares  Institutions  Own 

iven  more  data  is  given  for  1010 
videly  held  stocks.  A  full  page  is  de- 
oted  to  each. 

The  Comment  at  the  top  of  each 
age  defines  the  quality  of  the  stock 
s  High  Grade,  Investment  Grade,  Me- 
ium  Grade,  or  Speculative.  It  in- 
ludes  Moody's  opinion  of  what  the 
took  may  offer,  such  as  "better  than 
verage  growth  possibilities."  And 
'lighlights  unique  characteristics  or 
lossible  drawbacks,  such  as  "Profit 
nargins  have  been  slipping  from 
ompetitive  pressures  for  a  decade." 

A  chart  makes  it  easy  for  you  to  see 
low  the  stock's  price  has  moved  in 
elation  to: 


( 1 )  earnings  per  share 

(2)  dividends  per  share 

(3)  other  stocks  in  the  same  industry 

(4)  Moody's  Industrial  Average 

The  lines  and  figures  on  the  chart 
cover  the  last  18  years  if  the  company 
has  been  in  existence  that  long. 

Results  of  Moody's  original  inves- 
tigations of  the  company  are  suc- 
cinctly stated  in  three  sections  under 
the  headings  Background,  Recent  De- 
velopments and  Prospects. 

And  figures  are  given  for  each  of 
the  past  Jen  years  for  all  the  appro- 
priate categories  mentioned  above, 
such  as  Average  Yield,  Price-Earnings 
Ratio,  etc.  plus:  Cash  Flow  per  Share, 
Operating  Profit  Margin,  Net  Income, 
and  Dividend  Payout  per  Share. 

Also  included  are  number  of  stock- 
holders in  the  company,  the  names  of 
principal  officers,  and  similar  infor- 
mation. 

And  to  make  sure  just  about  any 
investor  can  make  full  use  of  the 
Handbook,  there's  a  section  that  de- 
fines terms,  tells  what  can  be  deter- 
mined from  the  statistical  tables,  be- 


sides explaining  factors  peculiar  to 
certain  industries  (railroads,  airlines, 
utilities,  investment  companies,  and 
insurance  companies). 

Other  helpful  information  includes 
four  separate  charts  of  Moody's  In- 
dustrials, Railroads,  and  Utilities 
(each  plotted  against  earnings  and 
dividends)  plus  the  Dow  Jones  In- 
dustrials—all from  1929  on. 

With  these  facts,  charts,  and  com- 
ments on  hand,  isn't  it  likely  you'll 
avoid  many  of  the  mistakes  made  by 
unknowing  investors?  If  you  look  up 
any  of  the  fully  covered  stocks  in 
Moody's  Handbook,  you  won't,  for  ex- 
ample, do  this:  Buy  a  stock  thinking 
it  comparatively  safe  when  unbiased, 
professional  investigation  shows  it 
entails  considerable  risk. 

You  will  be  able  to  quickly  get  sig- 
nificant facts  about  2491  stocks.  You 
will  be  able  to  analyze  1010  stocks  in 
any  of  several  ways.  You'll  find, 
Moody's  believes,  that  this  Handbook 
can  prove  to  be  worth  many  times  its 
price  for  its  help  in  making  one  single 
wise  purchase  or  sale.  What  is  more, 
the  $15  is  tax-deductible. 


1^  MOODY'S  INVESTORS  SERVICE,  INC.  "'' 

P^i|  99  Church  Street,  New  York,  N.Y.  10007 

Please  send  me  Moody's  Handbook  of  Common  Stocks  containing  vital  facts  on  2491 
stocks.  My  check  for  $15  is  enclosed  so  Moody's  pays  handling  and  postage  costs.  If  I 
•  am  not  completely  satisfied,  I  will  return  the  book  within  10  days,  and  Moody's  will 
promptly  refund  $15  to  me. 


Name  (printed) 


City 


Zip  Code 
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Faces  Behind  the  Figures 


Mother  Executive 

liv  THE  TIME  most  wonieii's  chil- 
dren leave  home,  about  all  mama 
can  look  forward  to  is  a  visit  from 
the  grandchildren.  But  when  Ma- 
bel Westerberg's  kids  left  home  in 
her  52nd  year,  she  decided  not  to 
pine  away.  Instead,  she  took  $5,000 
in  savings  and  parlayed  it  into  a 
nice  $23-million  business:  Queen's- 
Way  To  Fashion,  a  party-plan  gar- 
ment company  with  a  sales  force  of 
housewives  who  sell  clothes  at 
neighborhood  kaffeeklatsches. 

"My  girls,  living  in  tlie  suburbs, 
missed  Chicago's  shopping  centers," 
explains  the  nicely  rounded  dump- 
ling of  a  grandmother,  now  71, 
whose  only  previous  business  ex- 
perience was  as  a  secretary.  "So 
guess  who  they  called  on  to  do 
tlieir  shopping  for  them?"  Then  it 
occurred  to  Mrs.  Westerberg  that 
other  young  mothers  would  prob- 
ably welcome  her  help:  "If  she  lias 
to  go  downtown  to  buy  a  $4  slip, 
the  real  bill  lias  to  include  lunch. 


transportation  and  a  babysitter, 
and  the  cost  becomes  prohibitive." 

By  contrast,  Queen's-Way  brings 
the  merchandise  direct  to  the  cus- 
tomer, much  as  Dart  Industries' 
Tupperware  brings  plastic  con- 
tainers. Typically,  a  group  of  ten 
lo  20  housewives  will  invite  one  of 
Mrs.  Westerberg's  housewife-sales- 
women to  one  of  their  homes.  A 
nonprofessional  model  shows  the 
clothes,  and  orders  are  taken  on 
the  spot.  Mrs.  Westerberg  tries  to 
keep  her  prices  competitixe  with 
a  department  store's. 

If  the  whole  approach  sounds  a 
bit  liomey,  well,  it's  homey  like  a 
l^ank.  Last  year  Queen's-Way  ("be- 
cause you  buy  your  clothes  in  the 
luxury  of  your  own  home,  just  like 
the  Queen  of  England")  grew  35% 
in  sales  to  S23  million  and  the  com- 
pany's corps  of  saleswomen-house- 
wives passed  7,000. 

How  has  success  changed  the 
Westerberg  wa\-  of  life?  The  famih' 
is  more  closely  knit,  with  Mrs. 
^\'esterberg's  daughters  and  grand- 


Westerberg  of  Queen's-Way 


daughters  modeling,  her  son-in- 
law  as  president  and  her  husband 
as  chairman— though  there's  no 
question  who  gets  the  title  of  "chief 
operating  mother."  ■ 


The  Poorest  Man  on  Rich  Street 

They  tell  the  story  of  the  Texas 
oilman  who  wouldn't  let  his  pilot 
land  his  two-engine  jet  at  the  local 
airfield.  "How  can  I  put  down 
among  all  those  four-engine  jobs?" 

Chairman  Monford  A.  Orloff  of 
Evans  Products  Co.  feels  a  bit  like 
that  these  days.  Evans  Products  is 


Brody  of  Evans  Products 


currently  selling  at  a  dinky  21  times 
earnings.  Dinky?  Is  21  times  earn- 
ings dinky  for  a  stock  that  sold  for 
as  little  as  11  times  earnings  dur- 
ing much  of  the  past  seven  \ears? 
Twenty-one  times  earnings  in  a 
market  where  the  average  price/ 
earnings  ratio  is  just  17? 

Yes,  Orloff  and  his  fellow  execu- 
tives feel  that  21  times  earnings  is 
pretty  dinky,  and  the  reason  the\ 
think  so  is  that  competitors  like 
Lowe's  Cos.  sell  at  74  times  earn- 
ings, while  Kaufman  &  Broad  sells 
for  as  much  as  54  times  earnings. 

Enter  Executi\  e  \'ice  President  J- 
Kenneth  Brod\ .  Packing  his  brief- 
case, Brod\-  recentl)-  \isited  Mil- 
waukee, Providence,  New  York, 
talking  to  the  press  and  to  secinit\' 
analysts.  One  thing  he  wanted  to 
talk  about  was  what  he  calls  the 
"interesting  paradox"  of  E\ans' 
price/ earnings  ratio.  Being  a  Yale- 
trained  law\er,  Brody  doesn't  use 
words  like  dink\-  to  describe  Ev- 
ans' P/E,  but  that's  what  he  means. 

"Let's  look  at  the  figures, "  he 
told  Forbes,  reaching  for  a  stock 
guide  from  one  of  his  two  PR 
aides.  QuickK'  jotting  down 
some  figmes,  he  works  out  aver- 
age price/ earnings  ratios  for  com- 
petitors in  each  of  Evans'  four 
major  fields:  retail  building  ma- 
terials; homebuilding;  forest  prod- 


ucts; and  railroad  cars  and  other 
industrial  equipment.  Such  aver- 
ages, sa\s  an  article  in  a  company 
press  kit,  impK  "a  stock  price  of 
approximateK  S40  per  common 
share  "  r.s.  a  recent  actual  $26. 

The  press  kit  article  goes  on  to 
take  an  even  rosier  view,  citing 
$50  as  a  "reasonable"  stock  price. 
Should  this  price  be  attained,  Ev- 
ans brass  would  come  out  hand- 
someK,  for  together  they  hold  op- 
tions on  677,000  shares  at  prices 
ranging  from  $11.70  to  $27.51. 

Evans"  essa\'  in  persuasion  is 
not  all  that  unicjue.  A  large  num- 
ber of  corporations  are  doing  sim- 
ilar things  todav .  For  where  in- 
deed is  the  boss  of  a  low  P/E  com- 
pan\  who  doesn't  feel  the  injus- 
tice of  the  other  fellow  ha\ing  a 
high  P/E  ratio?  Who  remembers 
the  old-fashioned  chief  executive 
who  used  to  snap:  "I'm  running  a 
business.  I  don't  have  time  to 
watch  the  stock  market"? 

But  who  can  den\  that  the 
pricc^  of  a  stock  is  a  legitimate  con- 
cern of  management?  If  stock  op- 
tions pa\-  off,  it  is  easier  to  attract 
good  people.  A  high  P/E  ratio 
makes  ac(niisitions  more  ad\antage- 
ous.  It  also  fattens  the  pocketbooks 
of  the  stockholders  who  are,  after 
all,  the  guys  management  is  sup- 
posed to  l)e  working  for.    ■ 
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Faces  Behind  the  Figures 


Two  Loves 

The  two  things  tliat  Danish  ship- 
owner Maersk  McKinney  M0ller 
treasures  most  are  shipping  and 
anon\mity.  But  circumstances  are 
forcing  him  to  diversify  away  from 
one  and  give  up  the  other. 

At  58,  Moller  is  head  of  Den- 
mark's A. P.  Moller,  which  now  op- 
erates 82  ships  of  some  3.5  million 
deadweight  tons,  or  about  1%  of 
the  world's  total  ocean-going  ton- 
nage. During  boom  times,  that  fleet 
is  worth  better  than  $350  million; 
dining  lean  times  like  these,  value 
is  in  the  eye  of  the  lieholder. 

Shipping  has  fallen  on  hard 
times  in  the  last  18  months,  espe- 
cially the  oil  tanker  business,  where 
some  2.7  million  of  M0ller's  3.5 
million  dwt  are  concentrated.  Gone 
are  the  da\s  when  the  Onassises 
and  Paos,  the  Niarchoses  and 
Tungs  could  reap  a  quick  $4-mil- 
lion  profit  on  a  single  month-long 
tanker  charter.  The  index  for  mea- 
suring tanker  rates,  called  world- 
scale, hit  285  at  its  peak  in  the 
summer  of  1970,  l.s.  a  break-even 
point  generally  put  at  75.  Today's 
rate  is  near  35,  though  M0ller  keeps 
better  than  half  his  tankers  on 
three-to-five-year  charters  at  rates 
that  will,  he  hopes,  carry  the  com- 
pany over  the  worst  dips. 

Another  unwelcome  by-product 
of  the  downturn  in  shipping  rates 
has  been  losses  at  A. P.  M0ller's 
famed  Lindo  and  Odense  shipyard 
combine,  one  of  Europe's  largest. 
"Our  shipyard  did  not  make  a  prof- 
it last  year,"  says  Maersk  M0ller 
candidly.  His  reasons:  "fixed-price 
contracts,  greater  absenteeism  than 
previously,  rising  costs  of  supplies, 
more  hours  than  we  allowed  for." 
'  With  these  pressures  on  shipping 
and  shipbuilding,  Maersk  M0ller 
has  no  choice  but  to  consider  step- 
ping up  the  company's  diversifica- 
tion. Currently,  his  sights  are  set 
on  the  U.S.,  where  he  plans  his 
first  nonshipping  U.S.  investment. 
Naturally,  he  is  secretive  about 
what  he  plans  to  do,  though  light 
manufacturing  and  leisure-time  in- 
dustries seem  possibilities.  "Perhaps 
I  will  tell  you  later  this  year,"  he 
says.  "The  Danes  know  nothing 
about  it  yet." 

Deceptively  modest  is  the  en- 
trance to  the  company's  offices  on 
Copenhagen's  Kongens  Nytorv,  a 
pleasant  city  square  that  has 
changed  little  since  Hans  Christian 


Mailer  of  A.P.  Mailer 


Andersen's  day.  It  typifies  Maersk 
M0ller's  old  desire  for  anonymity. 
But  once  past  the  door,  M0ller's 
headquarters  fan  out  along  corri- 
dors and  across  courtyards  to  in- 
clude a  great  multiplicity  of  offices 
and  structures. 

Four  years  ago  the  company 
broke  a  60-year  tradition  of  silence 
to  give  Forbes  an  interview.  The 
resulting  article  (Jan.  15,  1968)  re- 
ported that  the  M0ller  interests 
brought  into  Denmark  annually 
the  equivalent  foreign  exchange 
earnings  of  about  $12  for  every 
Danish  man,  woman  and  child.  To- 
day that  figure  has  risen  to  $50 
or  $250  million.  Since  then,  too, 
M0ller  has  begun  to  appear  from 
time  to  time  in  the  public  prints. 

M0ller's  interests  have  spread  in- 
to diesel  engines,  oil,  tourism,  ho- 
tels, a  charter  airline  and  supermar- 
kets. He  himself  now  sits  on  IBM's 


board  of  directors,  the  first  non-U. S. 
citizen  there.  But  shipping  remains 
his  first  love.  One  sign  of  that  is 
the  $500  million  worth  of  new 
ships  M0ller  has  on  order,  which 
will  double  his  investment:  ten 
more  tankers,  along  with  two  nat- 
ural gas  carriers,  three  bulk  car- 
riers and  a  clutch  of  other  ships. 
Another  is  the  private  campaign 
he  is  mounting  against  the  DISCS 
(Domestic  International  Sales 
Corporations),  which  get  tax  relief 
on  U.S.  export  goods  only  if  they 
are  carried  in  U.S.  flag  vessels.  "I 
forgot  to  mention,"  he  wrote  in  a 
post-interview  note  to  Forbes, 
"that  in  respect  to  freedom  of  the 
sea,  and  the  right  of  users  to  use 
the  ship  of  their  choice,  Denmaik 
practices  the  policy  of  open  door 
that  it  preaches.  Only  13%  of  Dan- 
ish shipborne  foreign  commerce  is 
carried  in  Danish  bottoms."  ■ 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


May  17, 1972 


2,000,000  Shares  "• 

PPG  Industries,  Inc. 


Common  Stock 

(S2.50  par  value) 


These  shares  are  presently  outstanding  and  are  being  sold  by  a  shareholder  of  PPG  Industries,  Inc. 
The  Corporation  will  not  receive  any  of  the  proceeds  of  the  sale. 


Price  $45.25  per  share 


Copies  of  the  Prospectus  mci\  be  ohtamcd  from  iin\  of  the  several  underwriters, 
inchtding  the  undersigned.  onl\  in  States  in  tvhich  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 


Lehman  Brothers 

Incorporated 


Drexel  Firestone 

Incorporated 


Goldman,  Sachs  &  Co 

Blyth&Co.,Inc. 

Hornblower  &  Weeks-Hemphill,  Noyes 

Loeb,  Rhoades  &  Co.  Salomon  Brothers 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporkted 


duPont  Glore  Forgan 

Incorporated 


Kidder,  Peabody  &  Co 

Incorporated 


Halsey,  Stuart  &  Co.  Inc. 
Lazard  Freres  &  Co. 
Stone  &  Webster  Securities  Corporation 


Wertheim  &  Co.,  Inc. 


White,\Veld&Co. 

Incorporated 


DeanVVitter&Co. 

Incorporated 


Bache  &  Co. 

XncorporBtcd 


The  Funds 


The  Philadelphia  Swinger 


Douglas  Koy  Porteous,  one  of 
Philadelphia's  most  successful  and 
least  publicized  money  men,  recalls 
the  decision  that  changed  his  life. 

Late  in. World  War  II,  when  he 
served  as  an  assistant  to  James  For- 
restal,  then  Secretary  of  the  Navy, 
Porteous  prepared  to  return  to  his 
highly  successful  investment  coun- 
seling business.  Now  70,  Porteous 
was  then  in  his  40s.  He  reviewed 
his  past  life  with  a  critical  eye:  "All 
my  clients  were  living  ott  grandpa's 
money.  They  were  charming,  de- 
lightful people  with  all  the  social 
graces,  but  they  were  parasites. 

"So  I  said  to  the  young  lady  who 
was  later  to  become  my  wife,  'I'm 
tired  of  working  for  parasites  and 
being  a  parasite.  I'd  like  to  contrib- 
ute to  others  for  the  balance  of  life. 
If  you  see  things  my  way,  perhaps 
you'll  accompany  me  for  the  rest 
of  the  jouniey.' " 

No,  Porteous  did  not  sail  off  to 
become  a  missionary  to  Africa. 
Nothing  as  rash  as  that.  He  be- 
came a  mutual  fund  salesman. 

He  explains:  "I  felt  sony  for  the 
simple  American  people,  the  wage 
earners.  Without  mutual  funds  I 
didn't  see  how  their  investment 
could  possibly  parallel  the  rise  in 
the  c-ost  of  living. 

"Suppose  they  put  their  money 
into  banks  or  savings  &  loans:  They 
haven't  a  chance  of  coming  out 
even  until  the  day  when  you  read 
in  the  paper  that  the  United  Auto- 
mobile \Vorkers  have  gone  on 
strike  for  a  10%  pay  cut." 

Porteous  went  to  work  for  Wad- 
dell  &  Reed,  the  big  fund  sales  or- 
ganization in  New  York,  as  a  sales 
vice  president.  In  1950  he  bought 
Pennsylvania  Funds  Corp.  and 
built  it  into  a  good-sized  retailer. 
Then,  using  PF  as  his  sales  ami, 
Porteous  started  his  Provident 
Fund  for  Income.  Provident  cur- 
rently has  assets  of  $135  million,  a 
good  size  in  that  it  is  big  enough  to 
be  profitable  for  its  managers  and 
yet  small  enough  to  be  able  to 
swing.  For  Porteous  this  means  an 
estate  on  Philadelphia's  Main  Line 
and  a  "place"  in  Florida. 

But  how  has  Porteous  done  by 
the  little  man  he  set  out  to  help? 
Quite  well.  Provident  Income,  in 
spite  of  its  old-shoe  name,  man- 
aged to  score  an  impressive  A  +  for 
up-market  perfonnance  in  the  latest 


Forbes  Mutual  Fund  Survey  (Aug. 
IS,  1971 ).  The  Lipper  charts  show 
that  Provident  has  doubled  over 
the  past  five  years— something  few 
funds  have  managed— and  ranks 
among  the  very  best  growth  funds 
in  this  period. 

If  this  kind  of  fast  action  sounds 
out  of  character  for  a  70-year-old 
Philadelphia  Main  Liner,  so  does 
the  way  he  has  achieved  it.  The 
Forbes  Mutual  Fund  Survey  also 
gives  Provident  the  lowest  ranking 
in  down-market  performance,  a  fail- 
ing F.  What  this  means  is  simply 
that,  like  all  investment  managers, 
Porteous  pays  for  his  performance 
with  a  good  deal  of  risk. 

If  you  wonder  why,  glance  at 
Provident's  portfolio.  It  looks  like 
a  collection  of  cats  and  dogs  with 
only  an  occasional  blue  chip 
thrown  in.  Among  Porteous'  biggest 
common  holdings  are:  Rapid  Amer- 
ican Corp.;  National  Patent  De- 
velopment; Jim  Walter  Corp.;  Gen- 
eral Instrument;  Gamble-Skogmo; 
Gulf  &  Western.  Nary  an  IBM  or 
other  standard  growth  stock. 

A  full  40%  of  Provident's  money 
is  in  bonds,  many  of  them  converti- 
ble. Here,  too,  are  the  same  kinds 
of  names:  Carter  Group;  Athlone 
Industries;  General  Host;  Leasco; 
McCrory  Coip.;  Allegheny  Air- 
lines; Boston  &  Maine  Railroad. 

"I  tell  the  stockholders,"  says 
Porteous,  "you  might  not  like  the 
stocks  I  bought,  but  we've  done  a 
damned  good  job  for  you." 

Or,  again,  for  those  who  object 
to  the  seeming  chances  he  is  tak- 
ing: "It  takes  courage  to  make 
money.  Go  by  'facts'  alone  and 
you'll  always  be  what  we'd  call  in 
sailboat  racing— my  lifetime  hobby 
—a  pickle  boat  at  the  back  of  the 
fleet.  If  you  wait  for  something  to 
happen,  you'll  always  be  late. 

"Do  I  take  chances?  Yes,  yes, 
yes.  I  don't  know  any  other  way  to 
invest  money." 

Obviously,  Porteous  buys  un- 
popular stocks  because  unpopular 
stocks  are  cheaper;  they  have  low- 
er price/ earnings  ratios.  But  he 
doesn't  buy  them  simply  because 
the  P/E  is  low.  He  looks  for  stocks 
where  the  trends  look  right.  For 
example,  he  and  his  associates 
were  looking  for  a  way  to  buy  into 
CATV.  The  price  didn't  look  right 
for  any  direct  CATV  stocks.  In  the 


Porfeoys  of  Provident  Fund 


end  they  bought  General  Instru- 
ment, which  will  make  a  good  deal 
of  the  equipment  used  in  CATV. 
P/E  ratio  at  the  time:  30. 

Porteous  explains  why  he's  so 
heavy  in  convertibles— and  how  he 
selects  them:  "First  off,  I  never  buy 
a  convertible  unless  I  am  reason- 
ably optimistic  about  the  common. 

"Next,  I  try  to  get  into  the  con- 
vertible when  it  is  close  to  the  con- 
version price  into  the  common; 
then  if  the  stock  moves  up,  your 
convertible  moves  up  to  the  same 
degree.  Conversely,  when  the  com- 
mon goes  down,  your  convertible 
should  go  down  much  less." 

When  you're  buying  second-rate 
stocks— as  Porteous  is— it  makes 
sense  to  limit  the  risks  by  buying 
convertibles. 

Right  now  Doug  Porteous  is 
bullish  on  the  stock  market.  He  ex- 
pects earnings  to  be  up  20%  and 
for  the  Dow  to  break  1000.  He's  es- 
pecially bullish  on  gold.  Provident 
even  has  a  large  stake  in  a  non- 
producing  gold  mine,  Golden  Cycle. 

He's  also  bullish  about  the  fund 
business  in  spite  of  the  continuing 
wave  of  liquidation  by  the  public. 
He  still  holds  to  his  original  con- 
cept that  mutual  funds  are  the  only 
way  for  the  ordinary  citizen  to  get 
a  degree  of  protection.  Right  now, 
he  is  backing  his  faith  by  launch- 
ing a  new  fund  with  his  own  name 
on  it:  Porteous  Growth  Fund.   ■ 
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HORNBLOWER  +23 
DOW  JONES      +10 

The  final  results  are  now  final. 

During  IQTO-Tl,  Homblower's  fundamental  stock 
recommendations  for  capital  gains  out-performed  the  Dow  Jones 
"Blue  Chip"  average  by  better  than  two  to  one. 

And  an  average  like  that  is  anything  but  average. 

In  f act,  of  the  156  stocks  our  analysts  recommended,  122  rose, 
2  remained  the  same,  and  32  declined. 

Which  means  that  had  you  followed  all  the  stocks  we 
recommended  during  this  period,  it  would  have  resulted  in  a  23.5% 
gain,  or  2.3  times  the  Dow  Jones  average  of  10.  (A  copy  of  our 
1970-71  research  record  is  available  at  all  Homblower  offices.) 

But  thaf  s  all  history  now,  and  since  we  can't  guarantee  how 
our  analysts  will  do  in  the  future,  we  can  only  tell  you  why  we 
believe  they  did  so  well  in  the  past. 

The  reason  was  money. 

Each  of  our  analyst's  yearly  compensation  is  tied  directly  to 
his  stock  recommendations.  If  a  stock  he  recommends  goes  up,  so 
does  his  pay.  If  it  goes  down,  so  does  his  pay. 

As  you  might  suspect,  this  system  tends  to  produce 
intensely-researched  stock  recommendations. 

And  if  you  would  like  to  know  what  our  analysts  are 
recommending  now,  call  or  write  any  Homblower  broker. 

At  Homblower,  our  analysts  don't  merely  recommend  stocks; 
they  bank  on  the  stocks  they  recommend. 

We  wouldn  it  recommend  anything  we  wouldn  t  buy  ourselves. 

HORNBLOWER 

HORNBLOWER  /J^  WEEKS-HEMPHILL,NOYES 

Ollicts  CMS!  lo  coast.  VJ.^'  Mcmhcn  u/  ihe  New  York  Slock  Exchange,  Inc. 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ol  industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering'' 
(Dept.  of  Commerce  latest  three  months  new 
orders  ol  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building'  (Dept.  ol 
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Commerce  privately  owrted  housing  starts) 
Consumption 

•  How  much  are  people  spending?  (Dept.  ol 
Commerce  retail  store  sales) 

•  To  what  extent  are  consumers  going  into 
debt?  (Federal  Fleserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ol  Commerce 
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service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ol  Labor  initial  unemployment  claims) 
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MARKET  COMMENT 

By  L  0.  Hooper 


Living  Dangerously? 


l-OR  A  FEW  DAYS  in  May,  it  was 
brought  home  to  many  that  in  this 
lieneration  we  are  living  dangerously. 
There  was  fear  of  another  "confronta- 
tion" of  the  Great  Powers  resulting 
from  an  unexpected  turn  of  events  in 
Indochina.  The  fear  concerned  a  pos- 
sible international  incident  which 
would  trigger  a  nuclear  war. 

So  far  there  has  not  been  any  inci- 
dent; but  if  there  were  an  incident, 
it  would  not  lead  to  war  unless  the 
Great  Powers  wanted  war  and  were 
ready  for  it— quite  regardless  of  the 
incident  itself.  International  practices 
and  ethics  have  changed  since  the 
days  of  Teddy  Roosevelt  and  Kaiser 
NVilhelm.  Everyone  is  afraid  of  the 
nuclear  bomb,  so  we  call  each  other 
worse  names  and  step  up  propaganda, 
Ijut  we  don't  go  to  war. 

In  a  few  days  the  stock  market  pret- 
ty well  worked  the  whole  matter  out 
of  its  hair.  This  is  typical  of 
what  the  financial  community  does 
in  these  periodic  crises.  This  genera- 
Mr.  Hooper  is  associated  with  tlie  New  York  Stock 
Exchange  firm  of  W.  E.  Hutton  &  Co. 
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tion  and  the  generation  before  it  have 
brushed  *off  danger  after  danger,  and 
we  continue  to  do  it.  There's  plenty 
to  get  excited  about  most  any  time  if 
we  want  to  get  excited. 

We  can  worry  about  Vietnam,  the 
Middle  East,  economic  concessions  to 
Russia  and  Ghina,  public  disorders, 
McGovern's  economics,  uncontrolled 
and  uncontrollable  inflation,  the  pos- 
sibility of  a  change  in  federal  and  fi- 
nancial objectives  aimed  to  bring  about 
deflation,  the  still  worsening  balance 
of  payments,  abortion  and  drugs,  just 
to  mention  a  few  highly  active  con- 
cerns, and  from  time  to  time  we  will 
wony.  We  know  there  are  uncertain- 
ties and  evil  possibilities,  but  we  have 
learned  to  take  them  lightly— to  live 
dangerously. 

To  me,  and  to  many  others,  one  of 
the  worst  dangers  is  that  public  pol- 
icy, some  time  after  the  November 
election,  will  change  to  "doing  s»me- 
thing"  effective  about  inflation.  Phase 
2,  and  all  other  wage  and  price  regula- 
tion, is  sure  to  fail  because  it  attacks 
symptoms  rather  than  causes.  There 


are  two  possibilities:  one  is  more  in- 
flation, the  other  is  deflation.  There 
is  no  middle  ground.  Inflation  can't  be 
cured  by  stability  or  merely  con- 
trolled. It  can  be  attacked  only  by  de- 
flation, and  that  is  the  most  unpleasant 
of  all  economic  phenomena. 

Furthermore,  as  I  see  it,  deflation 
itself  will  fail  because  the  voting  pub- 
lic will  not  stand  for  it.  Just  as  soon  as 
deflation  begins  "to  take"  there  will 
be  an  effective  voter  demand  to  aban- 
don it.  Then  there  will  be  more  infla- 
tion than  ever. 

The  early  consequences  of  any  de- 
flationary policy  would  hit  investors 
harder  than  any  other  segment  of  the 
economy.  Please  don't  conclude  that 
I  am  predicting  an  effort  to  deflate.  I 
am  only  saying  that  it  is  possible  that 
public  disgust  with  inflation  may  be 
great  enough  to  lead  those  in  author- 
ity to  try  it.  That's  one  of  the  "dangers" 
with  which  we  must  live. 

Alark/ng  lime 

As  this  is  written,  the  stock  market 
is  in  a  state  of  deadlock.  While  there 
has  been  a  little  more  weakness  than 
strength  in  the  past  three  months, 
most  stocks  have  not  been  getting 
anywhere  in  either  direction.  There  is 
a  reluctance  to  buy,  but  no  great  urge 
to  sell.  Usually  a  market  which  won't 
go  down  (and  this  one  is  disinclined 
to  do  that)  eventually  goes  up.  It 
seems  little  influenced  by  news,  either 
general  or  corporate. 

The   technician,    unless   he   is   just 
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Mutual  FVind 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (KeoghAct) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund,  Inc. 
460  Park  Ave.,  N.Y.C.  10022    Dept.  C 
Phone:  (212)  679-2700 

NAME 


ADDRESS. 


PROFITS 

in  commodities 

SOYBEANS  BELLIES 
CORN  WHEAT 

Ever  trade  commodities?  We  have  books 
to  start  you  out  and  help  you,  and  a  weekly 
service  with  trading  recommendations. 

We  go  about  it  a  little  differently.  You'll 
like  the  objective,  easy  way  we  talk  about 
the  market.  Price  forecasts,  backed  up  with 
solid  reasoning.  We  do  it  every  week,  and 
we've  been  doing  it  for  more  than  33  years. 

If  we're  new  to  you,  ask  someone  you 
know  who  trades,  or  ask  any  broker.  Full 
descriptive  literature  on  our  books  and 
service  will  be  sent  upon  request.  Write  to 

KELTNER  STATISTICAL  SERVICE,  INC. 

1004  Baltimore  Ave.,  Oept.  FU,  Kansas  City,  Missouri  64105 


AGING 

SCOTCH  WHISKY 

IN  THE  FORM  OF  A 

REGISTERED  S.E.C.   INVESTMENT  CONTRACT 

MAY  PRODUCE  INCOME  TAXABLE  AS 

CAPITAL  GAINS 

MAY  1972  SELLING  PRICES 

1965  GRAIN     $1.32  per  gallon 

1963  SPRING  GRAIN     $1.95  per  gallon 

1962  SPRING  GRAIN     $3.38  per  gallon 

1962  FALL  GRAIN     $2.86  per  gallon 

1961  GRAIN     $4.94  per  gallon 

Priceii  and  xupptiCH  siihfect  to  change  tvitht/ut  notice. 
This  commodity  staple  is  traded  In  dollars, 
sterling  or  other  currencies— minimum  $2400 
—and  is  not  subject  to  interest  equalization 
tax. 

/'/'  <iKr   anul  ff,r   ProapfCtui 

ACCRUED   EQUITIES,   INC. 

(Since  1954) 

Write  F.  K.  Schoenwald 

122  E    42nd  St..  N.Y.,  N.Y.  10017  (212)  MO  1-3595 


straining  to  say  something,  will  tell 
you  that  all  his  recent  "signals"  have 
been  weak  rather  than  strong.  He 
must  recognize,  however,  that  there's 
a  stubborn  "supply  area"  between  940 
and  990  in  the  DJ  industrials.  During 
the  past  three  or  four  years  the  mar- 
ket has  attacked  this  area  several 
times  only  to  back  away  when  too 
many  stocks  have  been  offered.  In  my 
column  in  the  Apr.  1  issue  of  Forbes 
I  called  attention  to  this  supply  area, 
stating  that  the  market  might  "fuss 
around"  for  months  before  going 
through  it.  So  far  that's  just  about 
what  it  has  been  doing.  I've  been 
thinking  also  of  900-920  as  a  "demand 
area,"  or  as  a  probable  "support  area." 

I  would  be  less  than  frank  if  I  failed 
to  admit  that  I  think  the  present  is  an 
unusually  difficult  time  to  invest,  and 
that  I  think  most  everything  we  do, 
either  bullish  or  bearish,  is  "specula- 
tive." Normally,  at  a  time  like  this,  one 
would  put  emphasis  on  bonds,  espe- 
cially when  they  are  providing  yields 
so  much  higher  than  stocks.  The  trou- 
ble is  that  bonds  are  allergic  to  infla- 
tion, because  the  buying  power  of 
principal  tends  to  depreciate.  Nor- 
mally, one  would  be  buying  tradition- 
al, defensive  stocks  like  the  electric 
utilities.  They  provide  a  yield  almost 
as  high  as  good  bonds,  but  they  also 
are  allergic  to  inflation.  In  spite  of 
their  unpopularity  and  a  little  worse 
than  neutral  behavior,  I  keep  coming 
back  to  the  international  oils  as  logi- 
cal things  to  own.  They  offer  a  return 
of  5%  or  more,  sell  at  9  to  11  times 
earnings,  and  in  theory,  at  least,  oil  in 
the  ground  is  a  hedge  against  the  de- 
clining value  of  money.  Incidentally, 
if  you  are  willing  to  buy  a  lot  of  trou- 
ble mixed  up  with  assets  of  consider- 
able potential,  you  might  take  a  look 
at  Occidental  Petroleum  (12/2).  I  sus- 
pect patience  will  be  rewarded  here. 

There  is  reason  to  think  that,  in 
spite  of  legal  and  other  difficulties,  the 
Alaska  Pipeline  eventually  will  be 
built.  The  big  oil  companies  like  At- 
lantic Richfield  (63),  Standard  Oil  of 
Ohio  (82)  and  Amerada  Hess  (49Ji) 
will  be  long-pull  beneficiaries,  but 
perhaps  the  first  businesses  to  pros- 
per from  the  project  will  be  those  as- 
sociated in  one  way  or  another  with 
building  it.  Among  those  would  be 
Williams  Cos.  (50),  Alaska  Inter- 
state (40),  Halliburton  (101),  and 
Reading  6-  Bates  ( 27 ) .  As  soon  as  legal 
problems  are  solved,  these  stocks 
could  perhaps  move  independently 
of  the  trend  in  the  list  as  a  whole. 

This  column  has  been  stubbornly 
bullish  about  the  metal  shares  in  spite 
of  the  skepticism  of  many  analysts 
specializing  in  the  industry.  The  zinc 
market  is  now  much  better,  and  that 
should  help  Texas  Gidf  (19),  a  big 
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factor  in  zinc.  Chile  apparently  is  not 
producing  as  much  copper  under 
Communist  operation  of  the  mines  as 
when  Anaconda  and  Kennecott  were 
operating  them,  and  copper  execu- 
tives feel  better  about  the  outlook  for 
the  red  metal.  I'm  impressed  with  the 
good  job  the  new  financial  manage- 
ment of  Anaconda  (20)  is  doing. 
The  two  coppers  which  have  the 
largest  pounds  of  production  per 
share  are  Inspiration  (48)  and 
O'okiep  (6.5).  Neivmont  (32)  and 
Phelps  Dodge  (41)  represent  qual- 
ity in  the  industiy. 

Once  in  a  while  I  like  to  vent  a 
little  spleen  about  the  trend  toward 
allowing  corporate  names  to  have  no 
significance.  Back  a  while  ago  I  ex- 
pounded on  the  absurdity  of  the  pro- 
liferation of  letter  names,  such  as 
AMP,  AO  Industries,  B.T.B.  Corp., 
CMI,  CNA,  DCL,  GAC,  HCA,  IHC, 
J-S  and  OEA  Inc.  There  are  getting  to 
be  even  more  companies  which  have 
names  meaning  absolutely  nothing  of 
an  identifying  nature.  Here  are  a  few 
which  have  come  to  attention  just  to- 
day: Autex,  BBI,  Berg  Enterprises, 
Felsway,  Jewelcor,  Lyntex,  Servotron- 
ics,  Valmac,  Virco,  Panacon,  and 
Pako.  To  be  helpful  to  the  company 
and  to  its  stockholders,  a  name  should 
mean  something  which  the  public,  not 
just  a  few  insiders,  can  understand. 

Back  to  the  Land 

Arizona-Colorado  Land  &  Cattle 
(19/2)  impresses  me  even  more  after  t 
visiting  some  of  the  company's  prop- 
erties and  discussing  policies  and 
properties  with  the  management. 
Here  is  a  company  which  continues 
to  collect  land  with  the  idea  of  ex- 
ploiting it  over  a  period  of  years  rath- 
er than  immediately.  It  is  selling  about 
$1  million  of  land  per  month  at  its 
Baca  Grande  leisure  time  develop- 
ment near  Alamosa,  Colo.  Earnings 
are  expected  to  increase  30%  or  35% 
this  year.  This  is  no  small  company. 
Sales  last  year  were  over  $50  million 
and  earnings  were  $2.3  million.  It 
now  owns  380,709  acres  in  three 
states  and  controls  about  1.2  million 
acres.  It  is  running  about  50,000  head 
of  cattle  on  its  ranches  this  year  and 
has  a  feedlot  capacity  to  fatten 
140,000  head  per  annum,  part  of  this 
as  a  ser\'ice  for  other  ranchers.  Earn- 
ings in  the  March  quarter,  almost  aD 
from  the  real  estate,  were  21  cents  a 
share  against  4  cents  last  year.  The 
land  now  being  sold  as  building  lots 
at  Baca  Grande  is  carried  at  a  cost  of 
about  $8  an  acre  before  improve- 
ments. This  is  one  of  the  most  inter- 
esting stock  issues  which  has  come  to 
my  attention  this  year.  I  think  it 
should  be  accumulated.  It  should  be 
an  excellent  inflation  hedge.  ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


An  Alternative 


Early  last  month  the  stock  market 
suffered  a  sinking  spell  which  got  the 
technical  analysts  a  bit  worried.  How- 
ever, like  all  other  setbacks  of  the 
past  six  months,  the  April/ May  de- 
chne  also  was  brief  and  of  minor  pro- 
portions. Bargain  hunters  never  got  a 
chance.  Once  again  the  market  seems 
headed  higher,  and  e\en  the  DJI  may 
eventualK'  cross  the  1000  mark. 

Nevertheless,  many  in\estors  are 
bewildered  and  puzzled  by  this  bull 
market.  Some  even  question  that  this 
is  one  because  so  many  important  in- 
vestment stocks  have  failed  to  partic- 
ipate. There  are  reasons,  of  course, 
why  some  industry^  groups  rank  low  in 
popularity,  but  one  wonders  whether 
the  discrepancies  in  valuation  should 
be  as  great  as  they  are. 

Take  General  Motors,  for  instance. 
Despite  record  first-cjuarter  earnings 
and  good  prospects  for  the  rest  of  the 
year,  the  stock  is  hovering  just  above 
its  1972  low,  far  below  its  1965  high 
of  1135.  What  is  wrong?  Well,  some 
people  l)elieve  that  GM  has  prob- 
lems—air pollution,  troubles  at  the 
new  N'ega  platit,  operations  in  South 
Africa  and  just  its  sheer  size.  Whether 
these  and  other  problems  are  so  seri- 
ous that  they  undermine  the  stock's 
merit  as  an  investment  is  debatable, 
but  the  money  managers  don't  want 
to  buy  problem  stocks,  even  at  11 
times  earnings.  They  would  rather 
buy  stocks  of  companies  with  visible 
growth  and  invisible  problems,  and  for 
that  they  are  willing  to  pay  prices 
which  are  difficult  to  justify.  So  far, 
oftourse,  this  practice  has  been  emi- 
nently profitable,  and  there  is  no  in- 
dication that  the  professional  inves- 
tor's predilection  for  growth  stocks  is 
weakening.  Yet,  even  a  Walt  Disney 
(195)  could  prove  rather  hazardous 
at  83  times  current  earnings  and  over 
55  times  next  year's  earnings,  tenta- 
tively estimated  at  S3.50  a  .share, 
fl  Those  of  us  who  have  lived  in  this 
city  for  many  years  have  witnessed 
the  deterioration  of  the  quality  of  life 
with  growing  horror  and  fear.  It  could 
hardly  have  come  as  a  suiprise  to 
Mayor  Lindsay  and  Comptroller 
Beame  that  investors  are  taking  an  in- 
creasingly dim  view  of  the  city's  cred- 
it. The  lowering  of  the  quality  rating 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Havenfield  Corp. 
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of  NYC  bonds  to  BBB  merely  recog- 
nized the  investor's  apprehensions. 

Nevertheless,  fully  cognizant  of  the 
City's  insoluble  problems,  1  recom- 
mend the  purchase  of  New  York  City 
bonds.  These  are  my  reasons:  Let  us 
assume  the  very  worst— insolvency. 
This  means  municipal  services  would 
have  to  be  curtailed.  Police,  firemen, 
teachers,  not  to  mention  the  people  on 
welfare,  would  not  get  paid,  or  at 
least  not  in  full.  Can  anyone  imagine 
what  such  a  calamitv'  would  entail? 
What  would  happen  to  the  solvency 
of  our  financial  institutions— the  banks, 
the  savings  banks,  the  insurance  com- 
panies—if New  York  and  other  cities 
should  default? 

A  Speculative  Tinge 

But,  and  this  is  the  clincher,  where 
do  you  think  the  Dow  Jones  industrial 
stock  average  would  be  with  the 
country  in  a  state  of  panic  as  a  result 
of  multi-multibillion-dollar  defaults? 
Therefore,  the  risk  of  owning  stocks— 
and  this  goes  for  real  estate  too— is  as 
great  as  owning  NYC  bonds  if  we  con- 
sider bankruptcy  even  a  remote  possi- 
bilitv.  However,  the  consecjuences  are 
so  very  serious  that  the  Government 
could  not  afford  to  let  it  happen. 

Admittedly,  NYC  bonds  have  a 
speculati\?e  tinge.  For  this  the  investor 
is  being  amply  rewarded.  In  order  to 
earn  a  pretax  income  of  10%  to 
15%  on  any  marketable  security  one 
would  have  to  assume  outrageous 
risks,  but  you  can  get  such  yields  on 
I>Q^C  bonds  if  you  are  subject  to  fed- 
eral, New  York  State  and  New  York 
City  income  taxes  and  if  you  are  in  a 
fairly  high  tax  bracket.  For  reasons 
unrelated  to  the  City's  problems,  I  do 
not  advise  purchase  of  long-term 
bonds.  Here  are  some  medium-term 
NYC  bonds  which  deserve  inclusion 
in  a  diversified  portfolio  where  income 
is  an  important  consideration: 


Issue 


Approximate  Yield  to 
Price  Maturity 

107  5.0% 

106 1/2  5.5 

108'/2  6.0 

104  6.2 


7.20%,  due  11/1/75 
7.00%,  due  7/1/77 
7.40%,  due  4/15/80 
6.75%,  due  11/1/82 

there  is  a  multitude  of 
low-coupon  bonds  selling  at  a  disco 
""'  reciation,  howc 


In  addition  there  is  a  multitude  of 
low-coupon  bonds  selling  at  a  discount 
from  par.  The  appreciation,  however, 
is  taxable  as  a  capital  gain 


From  the  standpoint  of  getting  your  dollars' 
worth.  FundScope,  the  monthly  mutual  fund 
magazine,  compares  BUYING  COST  (sales 
commission)  with  PERFORMANCE  RESULTS 
and  comes  up  with  very  significant  data.  At  a 
glance  you  can  see  the  top  performers  for 
Growth,  for  Income,  for  Stability.  See  exactly 
how  the  5  top  No-Loads  compare  with  the  5  top 
Load  funds  for  various  significant  periods. 

Packed  with  factual  data,  FundScope's  exclu- 
sive in-depth  report  reveals  which  No-Loads 
are  a  "bargain"  and  which  are  "expensive." 
Learn  how  to  avoid  "hidden  costs"  and  make 
a  purchase  of  mutual  funds  a  bargain  .  .  .  not 
false  economy. 

SPECIAL  OFFER 

(new  trial  subscribers  only) 
Send  just  $17  for  a  3-month  trial  subscription  to 
FundScope.  a  thinking  man's  guide  to  mutual 
funds.  PLUS  — 4  big  bonuses  including  the 
No-Load  survey  and  the  532-page  April  1972 
Mutual  Fund  Guide,  the  new  Bible  of  the  fund 
industry  with  all  the  vital  information  you  need 
on  468  funds.  (GUIDE  ALONE  SELLS  FOR  $15.) 

ACT  NOW:  Mail  your  $17  today,  or  if  you  prefer 
the  above  offer  with  a  money-saving  14-month 
subscription,  send  $50.00  (10  day  returnable 
guarantee).  Include  ZIP.  No  salesman  will  call. 
Not  available  on  newsstands. 

FundScope,  Dept.  F-33,  Suite  700 
1900  Avenue  of  the  Stars 
Los  Angeles,  Cal.  90067 


WHAT  MAKES 

babson's 

INVESTMENT 
ADVISORY  SERVICE  DIFFERENT 

All  investment  services  are  not  alike. 
Mass-produced  bulletin  services  cannot 
be  written  specifically  for  you.  Specialized 
and  technical  services  are  not  broad 
enough  to  build  a  well-balanced  portfolio 
which  we  believe  is  necesary  if  safety 
as  well  as  growth  is  to  be  considered. 

BABSON'S  IS  DIFFERENT  —  Babson's 
analyzes  your  portfolio  •  Your  registered 
securities  are  carefully  watched  •  You 
have  unlimited  consultation  privileges  • 
You  receive  the  famous  weekly  investment 
and  Barometer  Letter  •  Objective  is 
growth  in  terms  of  income  and  apprecia- 
tion. 

BABSON'S  IS  DIFFERENT  IN  MANY 
WAYS  —  Over  60  years'  experience  • 
Advice  is  completely  unbiased  •  The 
service  is  strictly  advisory  —  you  use 
your  own  broker  for  transactions  •  The 
annual  fee  is  only  $180. 

Mail  the  coupon  today  —  for  a  free 
brochure  showing  how  Babson's  may  be 
of  great  benefit  to  you. 


Name_ 
Street. 
City_ 


-State- 


.Zip. 


BABSON'S  REPORTS  Inc. 

Wellesley  Hills,  Mass.  02181  DEPT.  F-342 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUND  INC 

Objective:  Capital  Appreciation. 

The  Fund  will  seek  long-term  capi- 
tal growth  by  investing  in  com- 
panies operating  in  areas  believed 
to  be  promising. 

NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

For  free  prospectus  write  or  call:  ' 


Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Dept.  A6 
Baltimore,  Maryland  21201  (301)  539-1992 


Name_ 


Address- 
City 


.State. 


.     Zip  Code . 


SELL 

NO/LOW  PROFIT 

OPERATIONS 

Investor  with  successful  manage- 
ment record  in  turnaround  situa- 
tions interested  in  purchasing 
operation  requiring  strong  man- 
agement input.  Minimum  sales 
five  million.  Send  complete  details 
in  absolute  confidence  to: 

CHAIRMAN 

Human  Resource  Development  Co.,  Inc. 
Insurgentes  Sur  540-305 
Mexico  11,  D. P.,  Mexico 


TEST 

FINANCIAL  WORLD 

Uncovering  sound  stock  values  for  70 
years.  $6  tax-deductible  Trial  Offer 
gives  you  all  this:  12  weekly  issues;  3 
monthly  supplements  of  "Independ- 
ent Apprai.sals";  Advice-by-Mail 
Privilege  each  week;  Bonus  $2.75 
Twelve  Year  Stock  Record  Book. 
Send  payment  to  Financial  World, 
Dept.  FB-61,  17  Battery  Place, 
N.Y.  10004.  Money  back  guarantee. 
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THE  MARKET  OUTLOOK 

By  Sidney  B.  Lurie 


Some  Unexploited  Issues 


I'd  much  rather  talk  about  stocks 
than  the  stock  market.  For  one  thing, 
the  long-term  tide  is  still  coming  in. 
For  another,  in  a  free  society,  there 
almost  always  is  something  to  worry 
about;  it's  the  degree  to  which  risk  is 
recognized  in  price  that  counts.  Third- 
ly, the  practical  fact  remains  that  all 
stocks  do  not  necessarily  move  in  the 
same  direction  at  the  same  time;  that 
coming  favorites  become  apparent 
during  a  general  market  hiatus.  I  be- 
lieve there  are  a  number  of  unex- 
ploited issues  which  could  capture 
special  interest  in  future  phases  of  the 
market,  and  whose  risk/ reward  ratio 
commands  attention  today. 

For  example,  I  see  reasons  for  in- 
terest in  National  Distillers  6-  Chemi- 
cal (around  16,  paying  90  cents). 
True,  the  company  seemingly  has  been 
on  a  treadmill  during  the  past  seven 
years  when  profits  averaged  $1.31  per 
share;  they  were  only  $1.10  per  share 
last  year.  But  there  are  two  significant 
new  pluses  which  could  capture 
growing  interest  in  coming  weeks  and 
introduce  new  dynamics  in  the  com- 
pany's earnings  pattern  as  well.  One 
is  the  fact  that  domestic  wine  con- 
sumption has  been  setting  new  rec- 
ords each  year  and  will  do  so  again 
in  1972.  The  company's  Almaden 
Vineyards  is  by  far  the  leading  factor 
in  the  premium  wine  business.  This 
division  should  contribute  1972  op- 
erating profits  of  some  45  cents  per 
share  before  taxes.  The  second  plus 
rests  in  the  fact  that  the  company's 
liquor  division,  which  enjoyed  pivtf:' 
operating  profits  of  $1.62  per  s,;....*. 
last  year,  has  the  benefit  of  a  long- 
term  {4Vi%-5%)  growth  rate  and  the 
fact  that  a  new  type  of  American 
whiskey  will  be  introduced  this  sum- 
mer. While  promotional  costs  may  re- 
sult in  lower  liciuor  dixision  profits  in 
1972,  National  Distillers'  other  inter- 
ests should  permit  a  gain  in  total 
earnings  of  roughly  25%  to  $1.35  per 
share  or  better. 

In  like  vein  of  thought,  I  .see  two 
significant  aspects  to  the  Allegheny 
LucUum  March  quarter  report  show- 
ing earnings  of  65  cents  per  share 
against  48  cents  per  share  a  year 
ago.  1)  On  an  operating  basis,  i.e., 
excluding  the  company's  equity  in  the 

Mr.  Lurie  is  a  partner  in  the  New  York  Stock  Exchange 
firm  of  Josephtha!  &  Co. 


loss  of  50%-owned  Titanium  Metals, 
earnings  were  78  cents  per  share 
against  50  cents  per  share  a  year  ago. 
As  a  practical  matter,  I  believe  the 
Timet  loss  should  be  excluded  from 
consideration  inasmuch  as  this  is  an 
investment  rather  than  a  directly  op- 
erated part  of  the  business.  2)  Thai 
fact  that  the  company's  operating  prof- 
its rose  in  the  face  of  steel  prices  low- 
er than  a  year  ago  illustrates  the: 
improvement  in  basic  operating  effi- 
ciency, i.e.,  sharply  lowered  costs. 

In  short,  I  believe  Allegheny  Lud- 
lum's  current  basic  operating  efficiency 
is  the  best  in  its  history,  which  means 
there  is  considerable  internal  earn- 
ings leverage.  In  this  connection,  the^ 
\oluntary  import  agreement  limiting 
the  amount  of  Japanese  and  Europeam 
stainless  steel  imports  should  meaiii 
more  business  for  domestic  companies 
as  well  as  a  lifting  of  price  pressures. 
The  prospect  of  1972  earnings  of  $2 
per  share,  which  could  be  significantly 
bettered  in  1973,  suggests  that  Alle 
gheny  Ludlum  (around  27,  paying  $1) 
is  an  interesting  long-term  speculation 

fosf-Grow/ng  Alorkef 

Recently,  the  McGraw-Hill  econom 
ics  department  estimated  that  indus 
tiy  will  spend  roughly  $5  billion  thi: 
year  "to  purge  air  and  water  pollu 
tion"— a  50%  increase  over  last  year': 
spending.  It  also  estimated  that  r 
will  take  fixe  years  before  industi") 
catches  up  with  current  pollution  con 
trol  stand  nH«  All  r,f  • -^iHi,  obviously 
are  exp-'  K...v-^io\vmg  market. 

It  seems  to  me  that  Wheelahiator 
Fnje's  commitment  in  the  air  pollutioi 
control  business  is  being  underesti 
mated.  For  example,  Bethlehem  Stee 
recently  advertised  a  "baghouse"  ti 
clean  the  dust-laden  air  from  ai 
electric  furnace.  And  Wheelahiator  i 
the  largest  manufacturer  of  baghouse 
in  the  country.  My  point  is  that  thi 
compaiu'  may  have  unappreciate< 
capabilities  in  the  air  pollution  con 
trol  business,  both  here  and  abroad 
And  the  environmental  systems  busi 
ness  last  year  was  about  40%  of  th 
corporate  total  volume  (more  of  eam 
ings).  With  this  year's  earnings  pc 
tential  in  the  35  cents-.50  cents  pei 
share  area,  as  compared  with  operal 
ing  earnings  of  22  cents  per  shar 
last  year,  I  consider  the  slock  an  ir 
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resting    speculation    around    8    for 

hose  who  can  accept  this  t\  pe  of  risk. 

Speaking   of   another  growth   busi- 

less,  the  CAT\'  industiy  is  apparently 

'taking   off."   Some   31,000    miles   of 

[^ATV  systems  will  be  built  this  year 

t  an  average  cost  of  about  86,000 
per  mile;  this  compares  with  27,000 
niles  the  past  \ear.  The  projection 
tor  next  \ear  is  37,000  miles,  and 
45,000  miles  in  1974,  a  rate  which 
should  continue  for  se\eral  \ears.  In 
:his  connection.  General  Instrument 
(around    24)    is    by    far    the    largest 

AT\'  equipment  manufacturer.  The 
L'Ompany  also  has  a  position  in  the 
ooint-of-sale  computer  tenninal  mar- 
vet.  This  new  "electronic  cash  register" 

arket  ultimateK  could  be  a  $120- 
nillion  business,  and  the  company-  is 

iming  for  a  30?  share.  While  this 
:li\ision  is  not  a  contributor  to  profits 
It    the    present    time,    the    company's 

ther  more  plebeian  activities,  such  as 
ntertainment  electronic  products  and 
jn-track  betting  equipment,  are  a 
positive  source  of  earnings.  In  total, 
his  fiscal  year's  earnings  might  be 
ibout  SI  per  share  against  .09  cents 
n  the  1971-72  year.  The  convertible 

s,  now  around  66,  might  be  an  in- 
eresting  way  to  speculate  on  the  new 

lamour  in  the  company's  outlook. 

A  Speculation  in  Airlines 

On  the  record.  Pan  American 
World  Airways  has  not  made  the  go- 
ng great.  The  world's  largest  air 
transportation  system  has  had  a  legion 
rf  problems  ranging  from  loss  of  com- 
petitive position  in  certain  areas  to 
in  e.xcess  of  capacity.  All  can  be 
Slimmed  up  b\  the  observation  that 
Pan  Am  traditionally  has  been  a 
high-cost  airline  which  has  lacked 
management  expertise.  But,  whatever 
the  past  and  present  problems,  I  be- 
lieve they  can  be  summarized  with 
two  questions-  ^^  \re  thev  substan- 
tially refiected  in  tue  p.!?.."^^.!^'- 
company's  financial  position  sufficient 
ly  comfortable  to  permit  the  new 
president  an  opportunity  to  demon- 
strate his  operating  strengths?  In  my 
opinion,  an  affirmative  answer  can  be 
found  on  both  counts,  which  suggests 
that  Pan  American  4)i7c  debentures 
1986  (above  59)  with  a  1971-72 
range  of  77—45  could  be  an  interest- 
ing speculation.  Each  bond  is  con- 
vertible into  roughly  29  shares  of 
common  stock. 

The  fact  that  this  year,  like  last, 
witnessed  a  reaction  after  an  April 
^high  does  not  necessarily  mean  a  repe- 
jtition  of  the  1971  pattern-when  a 
late  summer  rally  was  followed  with 
ci  bottom  in  November.  The  funda- 
j mentals  are  much  stronger  now  than 
ithey  were  then  and  should  prevent 
a  relapse  from  becoming  a  rout.   ■ 
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NEW-ISSUE  ACTION 

In  the  volatile  new-issue  market,  "instant  winners"  sometimes  deliver  the 
magnitude  of  profits-in  just  weeks  or  months-which  may  require  several 
years  among  even  the  more  successful  mature  securities. 

But  there  are  also  sizable  risks.  The  table  below  (updated  to  May  3)  shows 
the  biggest  changes  from  offering  price  among  the  new  issues  that  have  come 
on  the  market  in  the  latest  10  months. 


BIGGEST 

DATE 

PRICE 

BIGGEST 

DATE 

PRICE 

GAINERS 

OFFERED 

CHANGE 

LOSERS 

OFFERED 

CHANGE 

Pocesefr   Ind 

09/01/71 

-H100% 

Galaxy  Group 

10/04/71 

-90 

Acmat  Corp 

10/19/71 

-1-440% 

Scanforms 

07/27/71 

-69 

Southlond    Eq 

02/16/72 

+  380% 

Alumet  Corp 

07/15/71 

—  65 

Varac   Inds 

11/02/71 

+  338% 

Engine   Power 

08/05/71 

-60 

Power  Convsn 

04/04/72 

+  332% 

Digtl   Data  S 

09/16/71 

-60 

Major    Elec 

10/08/71 

+  316% 

Freda   Corp 

10/19/71 

-58 

Tech    Tronsfr 

12/31/71 

+  296% 

Southerton 

11/09/71 

-58 

Faraday   Labs 

08/10/71 

+  270% 

Roho    Inds 

10/19/71 

-58 

HOW  TO   PARTICIPATE 

NEW  ISSUE  OUTLOOK-averaging 
24  pages  weekly— gives  you  compre- 
hensive and  objective  Advance  Re- 
ports on  EVER'V'  privately  held  com- 
pany planning  to  "go  public"  with 
a  first-time  offering  of  SEC-registered 
stock  .  .  .  usually  well  ahead  of  the 
date  the  securities  are  to  be  offered 
for  sale  to  the  public. 

NEW  ISSUE  OUTLOOK  also  keeps 
you  up-to-date  every  week  with  a 
full-scale  Computer  Report  on  the 
post-offering  trading  action— from 
date  of  offering  right  up  to  present- 
in  each  of  the  417  most  recent  new 
issues.  Plus  the  latest  per-share  earn- 
ings and  P/E  data. 


NEW  ISSUE  OUTLOOK  is  the  only 
reference  service  of  its  kind  devoted 
exclusively  to  new  issues.  If  this  vola- 
tile market  is  appropriate  for  you,  we 
invite  you  to  accept  a  four-week  Guest 
Subscription  for  only  $10-50%  off  the 
usual  per-copy  rate— at  no  risk  to  you. 
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NEW  ISSUE  OUTLOOK 

14  Maiden  Lane.  N.Y.,  N.Y.  10038 
Please  enter   my  four-week  Guest   Subscription   to 
NEW   ISSUE  OUTlOOK-with   30-day  full-money- 
bock   guarantee.    My   $10   remittance   is   enclosed. 


Nan 


City. 


-Zip. 


I    State 

(Not  assignable  without  your  consent)  FB-51 
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DOW  30,000  BY  I976(?) 

Tliereloie 
SWITCH  TO  THE  RUBLE 

Digest  SOk  J3  D       A  sequel  to  151  £  ISh  ($3  each) 

FLIGHT  FROM  THE  DOLLAR 

& 

Coming  Catastrophe  Boom 

Its  Economics 


All  3  for  $5  n  Or  Free  with  12  mos.  sub.  $36  Q 

Past  Pres.  Oxford  University  Economic  Society,  author  of  the  famous  classic- 

INVESTMENT  FOR  APPRECIATION  $7  D 

We  offer  $1000  to  any  charity  named  by  Pres.  New  York  Stock  Exchange  if  he  will 

indicate  any  Timing  Specialist  with  a  better  record  than  ours  over  the  last  if  decades. 

Major  L.L.B.  Angas,  Inc.,  Saxtons  Rive:,  Vermont  05154 


Your  Fair  Share 
Shows  You  Care 

THE     V 
UNITED  WAY 


UpVtxirOWNI 
Organization! 


by  Donald  M.  Dible 

Introduction    by    ROBERT    TOWNSEND 

Foreword      by      WILLIAM      P.      LEAR 

Send  for  FREE  broctiure. 
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WHICH   3 

NO  LOADS 

ARE  LEADiNGTHE  WAYUP? 
SHOULD  YOU  BUY  THEM  NOW? 


GROWTH  FUND  GUIDE  is  an  advi 
sory  service  which  tells  you  what  it 
thinks  and  why.  No  doubletalk. 

NOW  if  you  are  looking  for  straightfor- 
ward advice,  forecasts,  charts,  ratings, 
pages  of  statistics  and  information  on 
about  50  of  America's  fastest  growing 
no-load  and  load  mutual  funds  take 
advantage  of  our  special  offer  today. 

GET  our  current  24-page  issue  Reg.  $3 
PLUS 


our  new  bonus  report 
Load  vs.  No-Load 


Reg.  $2 


ALL  for  only  $1    (new  subscribers  only) 
Just  mail  this  ad  and  $1  to 

GROWTH  FUND  RESEARCH,  INC. 

Dept.  F-18,  Box  2109 
San  Clemente,  Calif.  92672 

Subscription  cannot  be  assigned  without  your  consent 
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THf  imvESTORS  GUIDE  TO  DYNAMIC  GROWTH  FUNDS 


T.BOWE  PRICE 
GROWTH  STOCK 
m.  FUND,  INC. 

1.  1950 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

MO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


I  T.  Rowo  Price  Growth  Stock  Fund,  Inc. 

■    One  Charles  Center,  Dept  /V6 
Baltimore,  Md.  21201  Phone  (301)  539-1992     | 
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I   MdrHf * 

I ■ I't I 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schuiz 


Scenario  Reviewed 


With  hindsight  as  good  as  the  next 
man's,  I  have  no  trouble  seeing  that 
this  column  for  May  1  should  not 
have  concluded  by  belittling  the  re- 
action fears  which  became  so  wide- 
spread when  the  Dow  pushed  into 
the  high  900s  in  mid-April. 

Clearly,  the  stock  market  has  so  far 
followed  the  scenario  sketched  here 
on  Mar.  15.  As  I  saw  things  then, 
a  second  major  uptrend  in  an  ongo- 
ing bull  market  (since  May  1970) 
began  last  November  near  Dow  790; 
the  first  intermediate  uptrend  of  this 
major  trend  was  completed  in  mid- 
January  near  925;  its  second  inter- 
mediate uptrend,  from  a  minor-reac- 
tion low  near  885  in  late  January, 
seemed  likely  to  end  in  the  upper 
900s;  then,  after  a  3%-5%  minor  reac- 
tion, a  third  intermediate  uptrend 
could  carry  the  Dow  to  new  highs  and 
thus  conceivably  complete  the  bull 
market's  second  major-uptrend  phase, 
leaving  the  major  averages  vulnerable 
to  a  7%-15%  intermediate-trend  reac- 
tion (which,  eventually,  might  set  the 
stage  for  a  third  major-uptrend  leg) . 

As  matters  stood  during  the  second 
half  of  May,  intermediate  uptrend  No. 
Two  had  peaked  in  the  970s  and 
yielded  to  a  minor-trend  reaction  that 
bottomed  on  May  9  with  the  Dow 
closing  near  925,  for  a  4.6%  drop. 

The  market  then  staged  a  recovery 
that  soon  gathered  mounting  momen- 
tum and,  within  less  than  two  weeks, 
retraced  over  80%  of  the  Dow's  pre- 
ceding minor  downtrend.  From  a 
technical  viewpoint,  a  retracement^ 
such  dimensions  can  be  regarded  as 
more  than  a  mere  interruption  of  the 
prior  trend.  It  can  be  regarded  instead 
as  a  reversal  of  trend,  in  this  case  to 
the  upside.  On  this  simple  premise 
alone,  it  seemed  to  me  at  press  time 
that  our  intermediate  uptrend  No. 
Three  was  well  under  way.  Also, 
judging  by  simple  technical  rules-of- 
ihumb,  it  should  carry  the  Dow  at 
least  into  the  1000-1050  zone. 

So  it  looked,  late  last  month,  as 
though  our  scenario  had  remained 
valid.  I  was  particularly  encouraged 
by  the  fact  that  the  technical  prob- 
lem posed  for  the  market  by  the 
failure  of  "breadth"  to  confirm  the 
Dow's  April  highs  was  liquidated  by 

Mr.  Schuiz  is  a  partner  in  the  New  York  Stock  Ex- 
change firm  of  Abraham  &  Co. 
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nothing  worse  than  a  minor  down- 
trend. This  despite  the  confidence 
crisis  which  was  building  up  early 
last  month  over  Vietnam  and  its  po- 
tential implications  for  the  Presiden- 
tial election. 

There  were  reasons,  discussed  at 
length  in  this  column  May  15,  for 
expecting  just  this  sort  of  perform- 
ance. That  it  did  materialize  is  at 
least  circumstantial  evidence  of  the 
still  powerful  support,  both  technical 
and  fundamental,  available  to  the 
overall  stock  price  movement.  Or  to 
put  it  difl^erently,  the  fact  that,  de- 
spite ample  provocation  for  heavy 
selling,  the  reaction  was  held  to  minor- 
downtrend  dimension  tends  to  validate 
the  argument  that  the  major  uptrend 
(since  last  November)  remained  in- 
tact, and  that  therefore  the  recovery 
from  the  May  9  lows  should  prove  to 
be  the  initial  phase  of  its  third,  and 
possibly  final,  intermediate  uptrend. 

Of  course,  as  always,  there  is  no 
"proving"  this  argument  until  the 
Dow  has  advanced  decisively  beyond 
its  April  high.  Meanwhile,  it's  at  least 
conceivable  that  the  market  will  first 
go  through  a  phase  of  consolidation 
within  a  trading  range  having  a 
maximum  amplitude  defined  by  the 
Dow's  April  high  and  its  May  low. 

We've  Been  Here  Before 

In  stock  market  parlance,  a  con- 
solidation is  a  phase,  usually  char- 
acterized by  relatively  narrow,  and 
often  erratic  short-term  fluctuations, 
during  which  investors  try  to  figure 
out  whether  a  prevailing  price  range 
represents  a  buying  or  selling  opportu- 
nity in  a  broader  time  perspective.  If 
we  are  indeed  headed  for  such  a 
phase,  which  could  provide  one  or 
more  tests  of  the  April  highs  and  per- 
haps also  a  test  of  the  May  lows,  you 
can  be  sure  of  hearing  a  lot  of  bear 
market  warnings  again. 

You  might  then  want  to  remember 
that  the  economy's  recover^'  momen- 
tum now  seems  quite  strong  enough 
to  generate  DJI  "per-share"  earnings 
averaging  near  $70  for  1972-73.  On 
this  guesstimate,  the  Dow's  price/ 
earnings  ratio  on  May  9  at  925  was 
approximately  13:1,  not  much  above 
the  lowest  ratio  reached  during  any 
of  the  ten  identifiable  major  crisis 
situations  since  1962.  ■ 
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READERS  SAY 


(Continued  from  page  12) 

used— for  mass  transit  and/or  highways 
m  be  made  on  a  local-need  basis.  Our 
[Jan  actually  makes  more  money  avail- 
We  for  lu'ban  transportation  than  under 
ije  existing  highway  and  urban  mass 
transportation  programs. 

You  seemingK-  have  taken  a  totally 
legative  attitude  toward  this  important 
N'i-xon  Administration  proposal.  The  ar- 
ide  gives  the  Administration  absolutely 
10  credit  for  the  1970  Urban  Mass  Trans- 
wrtation  Assistance  Act.  This  Act  was 
Jearly  an  Administration  initiative.  E%en 
nore  important,  it  is  an  act  which  the 
.dministration  has  implemented  aggres- 
ively  by  obligating  two-thirds  of  the 
(3.1  billion  authorized  in  only  three 
ears,  with  the  intent  of  obligating  the 
ntire  amount  in  four,  instead  of  the  five- 
ear  period  designated  under  the  Act. 

— J.\MEs  M.  Beccs 

Under  Secretary  of  Transportation 

Washington,  D.C. 

Forbes  is  glad  to  give  the  Adminis- 
ration  credit  for  a  small   move   toward 

more  balanced  transportation  program, 
mt  tee  continue  to  feel  that  the  Admin- 
stration's  proposals  do  a  good  deal  more 
or  highways  than  they  do  for  mass 
ransportation— Ed. 

Sir:  Congratulations  on  your  feature 
The  Highway  Trust  Fund."  Anyone 
laive  enough  to  believe  that  the  high- 
vay  lobby  was  going  to  quietly  sit  back 
ind  let  its  trust  fund  be  raided  for  oth- 
r-than-highway  purposes  should  sober 
p  after  reading  your  article.  Let's  move 
)eople,  not  cars. 

—Frank  L.  Beitger 
Los  Angeles,  Cal. 

\owling  Brunswjcfc? 

Sir:  [Brunswick's]  "lofty  price/earn- 
ngs  multiple"  of  38  times  earnings  vs. 
^MF's  28  times  and  OMC's  20  times  is 
ealistic  in  terms  of  approximate  com- 
wunded  annual  rates  of  earnings 
diaijge.  Since  1965,  the  record  is  12%  for 
MF,  24%  for  Brunswick  and  4%  for  Out- 
>oard  Marine. 

—Louis  J.  Ragonese 

President 

Institutional  Investment  Counselors 

Mequon,  Wis. 

For  Brunswick,  1965  was  an  historical- 
low  year.  Measuring  compounded 
Towth  from  such  a  base  is  not  mean- 
ngful.  Both  AMF  and  Outboard  Marine 
'ontinue  to  show  considerably  higher 
ates  of  profitability  than  Brunswick— Ed. 

Sib:  . . .  written  with  a  petulant  tone. 

—Marian  G.  Foley 
Attleboro,  Me. 

Sir:  ...  in  poor  taste. 

— Bexnett  Eisenberg 
Albuquerque,  N.M. 
(Continued  on  page  64) 
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THOUGHTS . . . 


ON  THE 
BUSINESS  OF  LIFE 


This  business  of  measuring  yourself 
by  others  means,  of  course,  that  you 
are  never  away  from  others,  that  you 
mo\'e  with  the  crowd. 

— Marya  Mannes 


If  you  would  succeed  in  life,  it  is  of, 
first  importance  that  your  individual- 
ity,  your   independence,    your   deter- 
mination be  trained  that  you  not  be 
lost  in  the  crowd. 

—Orison  Swett  Marden 


Men  throw  themselves  on  foreign 
assistances  to  spare  their  own,  which, 
after  all,  are  the  only  certain  and  suf- 
ficient ones. 

—Michel  de  Montaigne 


Loneliness   is   something   you  can't 
walk  away  from. 

—William  Feather 


Fate  ga\'e  to  man  the  courage  of 
endurance. 

— LuDwiG  VAN  Beethoven 


He  alone  has  energy  who  cannot  be 
deprived  of  it.  —John  Lavater 


The  first  condition  under  which  we 
can  know  a  man  at  all  is,  that  he  be 
in  essentials  something  like  ourselves. 
—James  A.  Froude 


Counsel  your  friend  on  all  things, 
especially  on  those  which  respect 
yourself.  His  counsel  may  then  be  use- 
ful where  your  own  self-love  might 
impair    your    judgment.         —Seneca 


No  man  will  take  counsel,  but 
every  man  will  take  money.  Therefore, 
money  is  better  than  counsel. 

—Jonathan  Swift 


A  person  under  the  firm  persua- 
sion that  he  can  command  resources 
virtually  has   them.  — LivY 


I  know  no  evil  so  great  as  the 
abuse  of  the  understanding,  and  yet 
there  is  no  one  vice  more  common. 

—Richard  Steele 


It  is  an  error  to  suppose  that  cour- 
age means  courage  in  everything. 
Most  people  are  brave  only  in  the 
clangers  to  which  they  accustom 
themselves,  either  in  imagination  or 
practice. 

—Edward  Bulwer-Lytton 


Courage  is  a  virtue  only  so  far  as 
it  is  directed  by  prudence. 

— Fran<;ois  F^nelon 


B.  C.  FORBES 

Witlioiit  self-reliance  no  man 
can  succeed  in  the  largest  toay. 
Self-reliance  has  been  tvell  de- 
fined as  "a  multiplex  virtue,  the 
amalgam  of  courage,  energy, 
hope,  grit,  enthusiasm,  ambition 
and  endurance."  Said  John  D. 
Rockefeller  (the  first)  to  me: 
"Young  men  expect  to  have  far 
too  much  done  for  them.  By 
learning  their  business  thor- 
oughly, and  saving  their  money, 
they  can  equip  themselves  to  do 
things  for  themselves."  Mr. 
Rockefeller  was  a  shining  exam- 
ple of  self-reliance  in  the  days 
when  he  was  active. 


He  whipped  his  horses  withal,  and 
put  his  shoulder  to  the  wheel. 

—Robert  Burton 


A  man  of  understanding  finds  less 
difficulty  in  submitting  to  a  wrong- 
headed  fellow,  than  in  attempting  to 
set  him  right. 

—La  Rochefoucauld 


If  you  find  a  path  with  no  obstacles, 
it  probably  doesn't  lead  anywhere. 

—Frank  A.  Clark' 


Desire  is  half  of  life;   indifference, 
is  half  of  death.         — Kahlil  Gibran 


I  find  no  foeman  in  the  road  but 
fear;  to  doubt  is  failure  and  to  dare 
success.  —Frederic  Knowles 


Ambition  is  but  the  evil  shadow  of 
aspiration.  —George  Macdonald 


Hope  is   the   worst   of  e\  ils,   for  it 
prolongs  the  torment  of  man. 

— Friedrich  Nietzsche 


There  is  a  loftier  ambition  than 
merely  to  stand  high  in  the  world.  It 
is  to  stoop  down  and  lift  mankind  a 
little  higher.         —Henry  \'an  Dyke 


The    soul    that    sees 
sometimes   walk   alone. 


beauty    ma) 
—Goethe 


A  Text . . . 


Sent  in  by  M.  Livingston,  Bar- 
tiesville,  Okla.  What's  your  fa- 
vorite text?  The  Forbes  Scrap- 
book  of  ThoiiRhts  on  the  Business 
of  Life  is  presented  to  senders  of 
texts  used. 


Counsel  in  the  heart  of  man  is  like 
deep  water;  hut  a  man  of  understand- 
ing will  draw  it  out. 

-Proverbs  20:5 
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has  unveiTed  a  plan  to 
leet  through  unique 
s.  One  of  the 
,  _Hn  the  world, 
Newport  News's  asset^excee'd  $201  million. 
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Tenneco  0^  assets  total 
$1.2  billion.  In  addition  to 
refining,  we  have  global 
interests  in  exploration, 
marketing  and  mining. 
Some  of  the  important  areas 
in  which  we  are  presently 
drilling  include  the  Dutch 
North  Sea,  South  China 
Sea,  Red  Sea,  Gulf  of 
Mexico  and  the  Arctic 
Islands  of  Can^a. 


Last  year,  J  I  Case  assets 

grew  to  $466  million.  One 

reason  is  our  Uni-Loader,  a 

versatile  new  tool  for  the 

fafffiing  and  construction 

'-  industries.  Lifts  1700 

pounds,  turns  360°  in 

.:  its  tracks. 
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s  itride  by  our  Walker 
■     '"  ■—'  de  over 


jacks  and  ?hore  than  I.^JWlVpes 
"-'"""f,  Asse's  $111  million. 

seabti  laboramries.  such  as 
in  Piscataway,  N.J.,  support . 
Chemical's  world-wid 
serve.rnajor  Industrie 
iber,  pal 
..laceutir 
l377milll 


In  Houston,  Tenneco  is  helping 
develop  an  interconnecting  coni 
of  skyscrapers-a  1,000-room  h 
two  office  buildings  and  parkim 
facilities  for  3,650  cars.  Our  Ian 
investment  assets  total  $384  rrn 


Tenneco's  gas  transmissj 
system  has  grown  from  ii 
modest  1,200-mile  begin 
to  a  15,000-mile  network 
compressor  station  (belo 
one  of  more  than  70  that 
the  gas  flowing  to  utilitie; 
25  states  with  134  million| 
population.  Assets:  $1 .6 1 
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To  help  provide  faster 
service  for  the  15  00C 
companies  It  serves 
Packaging  Corporati 
America  has  creaied 
automated  warehcusi 
It  handles  over  abiili 
cartons  a  year  Our5- 
packaging  mills  andc 
add  up  to  assets  o'c 
$242  million. 


LTENNECO 


Our  company  was  born  28  years  ago 
with  only  two  important  assets. 

One  was  determination. 


The  other  was  a  plan;  build  the  nation's 
largest  natural  gas  pipeline  system. 

We  started  with  those  basic  ' 
assets  and  built  upon  them.  Soundly. 
Logically.  Systematically. 

Today,  we  are  a  company  with 
total  assets  of  $4.6  billion.  No  other 
U.S.  industrial  corporation  has  grown 


!&■"'")  this  size  in  such  a  short  time. 

ilips  Lamp 
Bcter  &  Gair. 
Hman 
tnam   Funds 


And  we  are  determined  to 
f"Reyp"d"inAiue  to  build  solidly  in  basic 
uuife"!^s.  Areas  such  as  energy,  from 

Sehlit2  Br- 
E.  Seao' 
n,   Ro*' 
Bll   Oil 
nens   A 


tree 


natural  gas  pipelining  to  oil  operations; 
chemicals,  from  dyes  and  inks  to 
plastics;  manufacturing,  from 
construction  equipment  to  mufflers 
to  mighty  ships;  packaging,  from 
paperboard  to  blister  packs;  agricul- 
ture and  land  development,  from 
orange  groves  to  officebuilding-hotel 
complexes. 

Basic  things.  They  not  only 
helped  build  America,  they  also  built  us. 
Tenneco  Inc.,  Houston,  Texas  77001 . 


BUILDING  BUSINESSES  IS  OUR  BUSINESS. 
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Deep 
gas  wells  are 

mtiftimillion  doUai 

risks  that  must 

be  taken. 


America  needs  the  energy  to 
grow. 

Experts  agree  that  there  are 
substantial  reserves  of  gas  down  in 
the  virtually  unexplored  depths  of 
the  Appalachian  Basin  (near  the 
area  with  a  serious  supply  problem, 
the  Mid-Atlantic  States). 

At  this  point  in  time,  only 
about  11  per  cent  of  the  po- 
tential gas-bearing  forma- 
tions have  been  explored. 
Getting  at  the  large- volume, 
large-capacity  reservoirs 
means  drilling  to  depths  of 
20,000  feet  and  greater. 

The  costs  involved 
with  deep  drilling  are  tre- 
mendous. A  single  deep 
well  may  cost  $3  million. 


Just  10  years  ago,  wells  of  average 
depth  cost  only  $100,000. 

Extended  drilling  time  is  a 
major  factor  in  this  increase.  It  can 
take  as  long  as  nine  months  to  drill 
to  20,000  feet. 

Making  new  gas  reserves 
available  for  homes  and  the  grow- 
ing needs  of  industry  will  take  quite 


a  substantial  investment, 
greater  depths  of  the  Appalacl  n 
Basin,  the  Rocky  Mountain  d 
southern  Louisiana  areas,  westT  is 
and  Oklahoma  all  must  be  explo  1. 
They  must  and  they  will 
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Not  only  armchairs,  but  all  kinds  of 
chairs. 

Not  only  chairs,  but  tables,  sofas, 
convertibles,  cabinets,  lamps.  And  even 
playpens. 

They're  furnishings  made  by  U.  S. 
Industries,  Inc.  A  company  of  companies 
that  make  a  world  of  difference. 

Let  us  be  your  guide  when  you  want 
the  kind  of  furniture  that  can  make  a 
house  a  home.  (We  can  also  guide  you  if 


you're  furnishing  an  office  or  a  school.) 

USI  companies  haven't  lost  their 
pride  and  individuality  as  companies. 
They  haven't  lost  sight  of  the  real 
reason  they're  in  business.  To  serve  their 
customers,  and  serve  them  well. 

Every  purchase  you  make,  you  can 
see  the  difference:  The  way  we  work 
to  give  you  styling,  comfort  and  just  plain 
value.  That  something  extra  that  makes 
a  world  of  difference. 


U.S.  INDUSTRIES,  INO. 

Tho  company  that  makes  a  world  of  difference. 


some  annual  reports 
look  like  a  million  outside 

Because  there  isn't  very  much 


Financial  General's  annual 
■eport  is  beautiful. 

If  you  think  bottom  lines 
ire  beautiful. 

However,  if  you're  after 
lamour.  excitement  and  pnxlucts 
lat  go  to  the  nxx)n,  you'll  never 
jet  beyond  our  plain,  white 
X)nd  co\er. 

You'll  never  notice  how, 
n  the  same  four  years  that  most 
)usinesses  were  glad  to  stay  alive 
68-'71),  Financial  General's  assets 
lose  35%. 


%7  U»ti,S  1969         1970         1971 

EPSlmt  imiimel  Cnmnitin  ami  Class  A  (.'nnimdti 

And  earnings,  as  you  see 
the  graph,  rose  76%. 

And  you'll  never  notice  that 
teady,  47- year  growth  record 
hat.has  made  F'inancial  General 
he  a)untr\-'s  11th  ranking 
egistered  multi-bank  holding 
onipany,  out  of  approximately 
40  such  orgaiiizations. 

UNITED  WE  STAND. 
DIVIDED  WE  STAND  EVEN  BETTER. 

Financial  General  has 
introlling  interests  in  20 


commercial  banks,  minority 
interests  in  six  others  and  majority 
equity  positions  in  two  good-sized 
mortgage  banking  firms. 

Resources  of  these  member 
institutions:  Over  $2.4  billion. 

Now  in  most  cases,  a  multi- 
bank  holding  company  is  wholly 
dependent  upon  the  economic 
stability  of  one  state.  The  state 
where  the  banks  are  located. 

Financial  General,  however, 
operates  in  seven  states.  Plus  the 
District  of  Q)lumbia.  Plus  the 
Virgin  Islands. 

This  unusual  geographic 
picture,  mmbined  with  some 
background  on  how  we  "hold"  our 
member  banks,  will  help  explain 
why  it's  more  fun  to  read  our 
fincincial  statement  than  to  look 
at  our  pictures. 

For  one  thing,  we've  learned 
that  the  best  way  to  "hold"  our 
banks  is  not  to  hold  them  at  all. 

Since  they're  primarily 
retail-oriented  banks,  we  feel  they'll 

be  more  respon- „„^^  ..„„„„,  ,„ 

sive  to  their  local 
communities  if 

they  manage  l^'^^^'li 

themselves.  This  T       1 

not  only  L^_-J 

encourages  strong,  , 

community-linked  perp 

banks,  it  also  ^■''■ 
saves  us  the  cost 

of  carrying  a  large  it  isn't  fancy 

headquarters  staff.  out  here . . . 


What  we  do  provide  our 
affiliates:  Data  processing,  internal 
auditing,  investment  and  tax 
consultation,  capital  (when  needed), 
leadership  development  programs 
and  a  staff  of  management 
examiners,  including  one  or  more 
FGB  representatives  on  the  Board 
of  each  member  bank. 

THERE'S  NOTHING 
DRAMATIC  ABOUT  ECONOMIC  STABILITY. 

Financial  General  is  the  only 
banking  organization  permitted  to 
operate  thi'oughout  Maryland, 
Virginia  and  D.C.  This  aiea  of  rapid 
ea)nomic  growth,  where  the  largest 
employer  is  the  U.S.  government,  is 
home  for  15  of  our  member  banks. 
It's  also  where  we  are  putting  major 
emphasis  on  acquisitions  and  the 
possibilities  of  mergers. 

For  a  a)py  of  our  rather 
plain-l(X)king  1971  Annual  Rep()rt, 
use  the  a)up()n  or  write,  Financial 
General  Bankshares,  Inc., 
1701  Pennsylvania  Avenue,  N.W., 
Washington,  D.C.  20006. 


.  because  our  big  story 
is  in  here. 


HNANCIAL  GENERAL 
BANKSHARES  .tf^lNC. 

All  we've  done  is  grow^ 


Mr.  Paul  P.  a)llis,  Trea.surei  zm 

F~inaiidal  ("jeneral  Baiikshaies.  Inc. 
1701  Pennsylvania  Avenue,  N.W.,  Washington,  D.C.  2(XX)fi 
Please  send  me  literatuie  on  Financial  General  Bankshares,  Inc. 

name 


address 

citj',  state 


zip 


Going  places! 


^■^^J. 


Sheller-GioDes  new 
Superior  IVIotor  Home 


For  twenty-five  years  our  Superior  school  buses,  ambu- 
lances, and  funeral  cars  have  been  Number  One.  Now  our 
Superior  Motor  Home  has  become  one  of  the  challengers 
for  leadership  in  its  market.  Which  is  what  you'd  expect  when 
one  of  the  leading  automotive  parts  makers  and  coach  body 
builders  hits  the  recreational  vehicle  market. 

Sheller-Globe...for  people  going  places! 

SHELLER-GLOBE 
CORPORATION 

TOLEDO,  OHIO 

Superior  Motor  Homes   •  Continental  Travel  Trailers   •  Superior  School  Buses   .  Superior  Ambulances 

Superior  Funeral  Cars  •  Delta  Mobile  Homes  •  Globe-Weis  Office  Systems  Products 

Automotive  Parts  and  Assemblies  •  General  Industrial  Products 


^1  SPENT  All 


Ybu  might  hcnre  found  it 
in  seconds  ¥fitii  iCbiialds 
new  Mirocod^IIsysteni. 


Tiated  microfilm  retrieval  has  never  been 

r  than  it  is  with  the  new  Miracode  II  system 

^  Kodak. 
I>iew  keyboard  simplicity  lets  you  scan  your 
'  "e  microfilm  file  at  the  rate  of  350  docu- 

:s  per  second  .  .  .  and  find  any  one  item  in  30 

ids  or  less. 
other  important  part  of  the  system  is  that 

:an  update,  purge,  add,  and  revise  data  in  your 

'ileas  needed. 

wide  range  of  optional  input  and  output . 

oment  makes  the  Miracode  II  system  easier 
-  ..lor  to  your  needs. 

|/ant  more  details?  That's  easy,  too.  Just  fill 
■  'he  coupon  and  send  it  along. 

-  ODE  ?  is  a  trademark  for  equipment  used  in  a  coded 
'etention,  access,  and  retrieval  system  designed  and 
red  by  Eastman  Kodak  Company. 


Please  send  me  your  full-color  booklet,  "The  Miracode  II 
system." 

Name 


Position. 


Company. 
Address— 


City. 


.State. 


.Zip. 


Eastman  Kodak  Company 
Business  Systems  Markets  Division 
Dept.  DP553,   Rochester,  N.Y.  14650 
For  better  information  management 

Kodak  Microfilm  Systems 
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DOING  BUSINESS  IN  CANADA 


HOWTO  LAUNCH 
A  NEW  BUSINESS  VENTURE  IN  CANADA 


Set  sail  through  more  than  60  fast-reading 
pages  of  fact,  information  and  figures  care- 
fully compiled  to  help  steer  your  way  to  a 
successful  Canadian  venture. 

Find  the  answers  to  kinds  of  incorporation, 
labor  legislation,  tariffs,  taxes  and  interna- 
tional trade  agreements. 

Learn  how  to  organize  and  operate  a  bus- 
iness in  this  nearby  neighbor  of  the  United 
States. 


If  you'd  like  a  copy  of  "Doing  Business  in 
Canada,"  a  request  on  your  company  letter- 
head will  bring  you  one— with  our  compli- 
ments. Just  address  Dept.  F. 
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CANADIAN  IMPERIAL 

BANK  OF  COMMERCE 


Over  1500  Branches  and  Over  $12  Billion  in  Assets 
Head  Office:  Toronto  1,  Canada 
New  York  Office:  22  William  St.,  N.Y.  10005 
(212)  DIgby  4-3800 
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Side  Lines 


Point  of  View 

We  were  especially  pleased  last  month  when  a  special  Gerald  M. 
Loeb  Award,  administered  by  University  of  Connecticut  President 
Homer  D.  Babbidge  Jr.,  went  to  Forbes'  Editor  James  W.  (for  Walker) 
Michaels  for  "distinguished  service  to  financial  journalism."  An  alum- 
nus of  Harvard,  Culver  and  the  American  Field  Semce,  Michaels,  51, 
has  been  on  Forbes'  editorial  staff  since  1954  and  editor  since  1961. 

Which  set  us  to  thinking  the  other  day  about  just  what  has  Mi- 
chaels wrought:  What  is  it 
we  try  to  do  that's  different 
from  anyone  else?  Unlike 
some  of  our  competitors,  we're 
not  really  a  news  magazine— 
though,  of  course,  we  do  re- 
port the  news— and  we're  not 
a  vehicle  for  corporate  case 
studies  or  lengthy  disserta- 
tions on  global  generalities. 
What  we  are— well,  basically 
what  we  offer  is  news  evalu- 
ated and  judged,  significant 
news  picked  from  the  mass  of 
trivia  that  assails  the  eyes  and 
ears  of  busy  American  exec- 
utives. We  don't  simply  re- 
port what  happens  or  even 
what  management  tells  us  is 
happening.  We  try  to  evalu- 
ate what  we  report,  to  judge 
business  by  the  same  stan- 
dards that  business  uses  to  judge  itself. 

This  means  sometimes  we  find  ourselves  proclaiming  some  uncom- 
fortable truths  and  it  lays  us  open  to  the  charge  of  being  negative- 
as  one  guest  at  the  Loeb  Awards  luncheon  the  other  day  said  tartly. 
But  we  think  such  hardheaded  criticism  is  far  more  positive  than  the 
tendency  of  some  to  see  a  turnaround  under  every  uptick  in  the  earn- 
ings chart,  to  look  always  for  the  silver  Hning  without  ever  mentioning 
the  cloud.  In  fact,  this  is  what  we  really  believe  Jim  Michaels'  princi- 
pal service  to  business  journalism  has  been:  He  has  brought  it  a  point 
of  view,  a  standard  of  judgment,  an  element  of  consistent  critical  in- 
telligence not  found  anywhere  else. 

Probably  few  magazines  emerge  from  such  a  free  and  unstructured 
editorial  environment.  Forbes  springs  from  the  ideas  of  its  writers, 
and  a  new  writer  is  as  free  to  barge  into  Michaels'  oSice  and  defend 
his  thoughts  as  any  20-year  veteran.  But  it's  Michaels  who  sets  the  con- 
stantly widening  editorial  parameters,  who  provides  the  answers  to 
what  a  Forbes  stoiy  should  be. 

He  is  a  brisk,  rather  volatile  man,  Jim  Michaels,  intuitive,  articulate, 
given  to  generous  enthusiasms.  A  graceful  and  subtle  writer,  he  is  one 
of  the  most  incisive  editors  we  know.  He  has  a  knack  for  picking  the 
germ  of  a  story  from  a  mass  of  disorganized  reporting,  shaping  it  so 
that  ideas  become  clear  and  pungent,  not  through  laborious  rewriting, 
but  by  skillful  cutting  and  judicious  juggling  of  paragraphs.  Keep  it 
short,  keep  it  sharp,  he  keeps  saying,  keep  it  critical. 

You  know  what  we  mean.  It's  probably  why  you  keep  reading  us.  ■ 


Babbfdge     Mkhaeh     loeb 
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POLLUTION:  a  Dig  word  for  oiaoii  soiall  phleois 


You  may  know  AMETEK  as  the  world's  largest  pressure  instrument  producer, 
or  the  country's  leading  manufacturer  of  liquid-solid  separation  equipment — so 
it  shouldn't  be  news  to  you  that,  combining  these  technologies,  ametek  will  do 
an  eight-figure  business  this  year  supplying  components  and  systems 
for  air  and  water  pollution  control.  With  several  decades  of  experience,  AMETEK 
has  the  engineering  and  manufacturing  capabilities  to  solve  many  small  problems 
that  have  a  major  effect  on  our  environment. 


:  a  big  onrket  for  milETEtl 


A  Test  a  smoking  stack:  Our 

traveling  air  pollution  control 
lab  hooks  right  into  a  plant's 
exhaust  stacks  to  analyze 
the  pollution  problem.  It  pre- 
determines exactly  what 
equipment  will  solve  exhaust 
particle  and  gas  recovery 
problems,  and  its  cost. 

B  Electronic  and  pneumatic 
instrument  systems  that 
have  been  proven  in  process 
plants  around  the  world  are 
widely  used  to  monitor  and 
control  pollution  reduction 
systems.  Our  reliable  per- 
formance means  lower  main- 

AMETEK 

233  Broadway,  New  York,  N.Y.  10007 

For  our  annual  report  and  more  information,  write  Ametek, 


tenance,  especially  for  new 
turn-key  packaged  systems. 


C  Low-pollution  alternative 
to  gasoline  fuel:  AMETEK'S 
Liquified  Natural  Gas  fuel 
conversion  system  allows  to- 
day's cars  to  exceed  the 
government's  1975  emission 
standards.  Designed  for 
truck,  bus  and  cab  fleets  in 
cities  that  are  building  LNG 
storage  plants,  this  conver- 
sion package  reduces  air 
pollution  and  maintenance 
costs,  has  been  proven  by 
hundreds  of  irstallations. 


D   Cleaner  tap  water:  Our 

filter  housing  made  of  spe- 
cial long-life  plastic,  plus 
an  inexpensive  replaceable 
cartridge,  removes  particles 
or  unpleasant  taste  from 
home  drinking  water.  Avail- 
able through  most  plumbing 
and  hardware  outlets. 

E  Clarify  f/ie  problem: 

AMETEK'S  rotary  vacuum  fil- 
ters remove  solid  material 
in  many  waste  treatment 
systems  . . .  one  of  many  an- 
swers from  the  country's 
most  complete  liquid-solid 
separation  equipment  line. 


F  Quicksilver  system:  Mer- 
cury —  and  other  heavy 
metals  —  can  be  recovered 
economically  with  our  pro- 
prietary systems.  AMETEK 
engineering  means  high  effi- 
ciency and  low  maintenance 
in  all  of  our  waste -water 
treatment  systems. 

G  Self-destructs  for  safety: 

Precision  burst  discs  keep 
fumes  and  gases  from  vent- 
ing until  over-pressures 
occur ...  a  real  relief  to  re- 
fineries and  petro-chemical 
plants  where  fluttering  relief 
valves  have  been  a  problem. 
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station  Square  Two,  Paoli,  Pa.  19301 


Onr  first  tmek  trailer 
has  carried  ns  a  long  way. 


It  has  carried  us  from  transportation  to 
btal  Transportation:  truck  trailers,  railcars, 
iontainers,  materials  handling  equipment 
nd  ships  to  move  goods  around  the  world — 
lus  the  financing  it  takes  to  put  it  all  to  work. 

Our  50  years  of  expansion  into  a 
500,000,000  corporation  has  been  logical 
frowth,  because  we've  put  to  work  in  new 
reas   the   manufacturing   and   management 


skills  gained  in  the  past.  We're  now  solidly 
in  the  billion-dollar  housing  market,  on  the 
strength  of  our  engineering,  manufacturing, 
and  research  experience. 

For  the  full  picture  of  our  growth,  look 
into  our  Annual  Report.  Just  write  Fruehauf 
Corporation,  10900  Harper,  Dept 
FO-62,  Detroit,  Mich.  48232.  ^^ 

Ml 

T  R  A  N  S  POR  TAT10M 


IViidiaiif 


Our  trailers,  containers  and 
rontainer  handling  equipment 
:eep  freight  moving  efficiently 
orldwide. 


Not  all  goods  move  over  the 
highway.  So  you'll  also  find 
Fruehauf  railcars.  And  we 
not  only  build  and  sell 
them,  we  lease  them  too. 


J 


REDUCE 
COSTS 

with  Modern 
Roof  Spray  System 

Most  large  industrial  corporations 
use  their  own  maintenance  men  and 
the  Randustrial^  Roof  Spray  System 
toeconomically  maintain  plant  roofs, 
thus  eliminating  roofing  contractors 
and  their  premium  priced  labor.  The 
Randustrial(DRoof  Spray  System  sim- 
plifies roofing  so  that  inexperienced 
maintenance  men  can  achieve  pro- 
fessional results  after  minimal  in- 
struction by  Randustrial®  Roof  i  ng 
Engineers.  Plant  roofs  are  maintained 
at  the  regular  plant  wage  scale  with- 
out overtime.  Work  can  be  done  as 
your  manpower  permits.  The  Randus- 
trial®  R-5  Roof  Spray  Kit,  (value 
$1,310.00),  is  loaned  to  you  at  NO 
CHARGE.  Proper  roof  repair  proce- 
dures are  detailed  to  your  mainte- 
nance men  by  personal  visits  of  a 
Randustrial® Roofing  Engineer  who 
sets  up  the  job  and  follows  its  prog- 
ress. A  three  man  crew  can  resurface 
35,000  square  feet  of  roof  in  a  single 
8-hour  day  at  a  cost  of  less  than  5C 
per  square  foot.  The  Randustrial® 
Roof  Spray  Process  renews  your  roof 
and  protects  against  leaks  for  many 
years.  Check  coupon  to  see  our  3- 
Minute  Color  Roofing  Movie  entitled, 
"Spray  Process   Saves  Old   Roofs." 


D 
D 


Send  us  48-page  Randustrial® 
Roofing  &  Maintenance  Catalog 

Call  for  an  appointment  to  show 
us  your  3-Minute  Color  Roofing 
Movie. 

NAME 

TITLE 

COMPANY, 

ADDRESS 

CITY. 


STATE,  ZIP. 
TEL.  N0._ 


(area  code)      number 


RandutBCrlsl 


Randustrial 
Corporation 


formerly  Ranco  Induslnal  Products  Corpur.iiion 

13306    UNION  AVENUE 

CLEVELAND,  OHIO  44120 

Phone:  (216)  283-n:.00 
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Trends 

&.  Tangents 


WASHINGTON 


Looking  Before  Leaping 

Senator  Abraham  Ribicoff 
(Dem.,  Conn.)  is  asking  for  new 
data  on  the  activity  of  multinational 
companies.  He's  preparing  for  the 
day  when  his  international  trade 
subcommittee  of  the  Senate  Fi- 
nance Committee  must  consider  the 
Burke-Hartke  bill,  which  would 
clobber  the  multinationals.  For  all 
the  rhetoric  pro  and  con,  says  Ribi- 
coff, "There's  an  abundance  of 
ignorance  about  the  operations  of 
multinational  corporations." 


BUSINESS 


Shoe-Box  library 

The  growth  of  microfilm  to  store 
computer  data  (Forbes,  Apr.  1,  p. 
8)  is  being  matched  by  the  growth 
of  microfiche— the  placement  of 
microfilmed  information  on  a  film 
card  that  can  easily  be  stored  and 
cataloged.  Just  how  easily  may  be 
judged  from  the  Encyclopaedia  Bri- 
tannica's  20,000-volume  Library  of 
American  Civilization,  with  each 
volume  reproduced  on  a  single  3- 
by-5-inch  card.  The  entire  library 
in  microfiche  costs  $20,000  and 
stores  in  32  small  card  trays;  the  pa- 
per equivalent  would  cost  $450,000 
and  take  several  rooms.  To  hurry 
the  trend,  Eastman  Kodak  is  intro- 
ducing a  five-pound  microfiche 
reader  to  retail  for  under  $100. 

Damned  If  You  Do  . . . 

For  another  proof  of  how  you 
can't  win,  listen  to  the  sad  story  of 
how  FedMart  Stores,  a  San  Diego- 
based  discount  chain,  got  trapped 
between  California's  Fair  Trade 
Act  and  the  rules  of  the  Federal 
Price  Commission.  A  few  months 
ago  FedMart  began  selling  nation- 
al brands  of  liquor,  which  carry 
much  higher  profit  margins  than 
FedMart's  house  brands.  The 
Price  Commission  now  charges  Fed 
Mart  with  violating  its  allowable 
profit  margin  limit,  which  was  es- 
tablished when  it  sold  only  house 
brands.  But  the  state  threatens  to 
lift  FedMart's  liquor  license  if  it 
cuts  the  price  of  national  brands. 
So  FedMart  is  suing  to  invalidate 
the  state's  Fair  Trade  Act. 


Overqualified? 

The  frequent  complaint  among 
blacks  and  other  minority  groups 
that  fire  departments  discriminate 
against  them  in  hiring  may  stem 
from  an  unexpected  cause,  says  Dr. 
Glen*  Grimsley,  professor  of  man- 
agement at  the  University  of  South- 
em  California.  Today  many  well- 
educated  sons  of  upper  middle  class 
professionals  are  becoming  firemen 
to  get  the  long  weekends,  early  re- 
tirement and  other  benefits  that 
often  go  with  the  job.  "They  aren't 
motivated  to  do  anything  else," 
says  Grimsley.  "So  if  a  young  black 
has  the  ability  to  outscore  them  in 
competitive  testing,  he's  nuts  to 
want  to  be  a  fireman.  He  could  be 
president  of  his  own  company." 

Bad  News,  Good  News 

State  governments  will  continue 
their  never-ending  quest  for  more 
money  at  a  record  rate  in  1972.  The 
Tax  Foundation  says  21  of  the  41 
state  legislatures  meeting  this  year 
have  tax  bills  ready  that  will  in- 
crease revenues  by  a  record  $7  bil- 
lion. The  good  news  is  that  three 
states— California,  New  York  and 
New  Jersey,  which  will  raise  $4.5 
billion  of  the  total— plan  to  use  the 
money  partly  to  offset  existing 
property  levies  for  education.   ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  a 
month  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  It  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  subscrip- 
tion you  prefer.  D  1  year  $9.50,  D  2 
years  $15,  D  3  years  $19.  Pan-Amer- 
ican and  foreign  orders,  please  add 
$6  a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name  (please  print) 


New  Address: 


City 


State 


Zip 


F-4826 
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©  HCRTZ  GYjTEM,  inc.,  1972 


This  is  the  last 
rent  a  car  form  youll  ever 
have  to  fill  out. 


Every  time  you  rent  a 
car  you  wait  around  while  we 
fill  out  the  same  old  rent  a 
car  form. 

With  the  same  old 
questions. 

No  matter  how  many 
times  you've  answered  them 
before. 

You  don't  like  it.  We 
I  don't  like  it. 

Well,  it  wasn't  easy,  but 
I  we've  created  a  way  of  renting 
cars  that  eliminates  the 
[problem. 

It's  called  Hertz 
jNumber  One  Club  and  no  other 
jrent  a  car  company  has 
[anything  like  it. 

Once  you're  a  member 
jyou'll  never  again  have  to 
Ibother  with  a  rent  a  car  form 
land  all  the  aggravation  that 
|goes  with  it. 

Here's  how  Number  One 
iClub  works. 

First  you  fill  in  the 
Icoupon  on  the  right  and  mail 
lit  to  us. 

We'll  send  you  a  free 
jmembership  card. 

Then  whenever  you 
{reserve  a  Ford  or  other  car 
■from  us,  your  rent  a  car  form 
Iwijl  be  filled  out  in  advance, 
|and  waiting. 

So  when  you  come  to  the 
counter  all  you  do  is  show  your 
{license  and  charge  card,  sign 
iTOUr  name,  and  go. 

Or  sign  it  and  stay. 

Because  once  our  girls 
ire  free  from  filling  out  forms, 
"ley  can  devote  their  attention 
to  more  important  things. 

Like  you. 

Hertz 

Number  One  Club 

It  could  make  any  other  way 
of  renting  cars  obsolete. 


Application  for  Hertz  Number  One  Club 


Last  Name 


First  Name 


Home  Address 


City 


State 


Zip 


Business  Name 


Business  Address 


City 


State 


Zip 


Driver's  License  Number 


State 


Expiration  Date -Month,  Day,  Year 


Please  check  the  charge  card  you  prefer  to  use  and  write  in 
its  number,  including  all  letters. 

D  Hertz  # 

D  Ai^'  Travel  Card  # 

D  American  Express  # . 

D  Other  (Specify) 


# 


Car  Preference : 

I  usually  rent :  D  Economy  D  Standard  n  Luxury 

I  normally  accept  personal  accident  insurance.  Yes  D  No  D 

I  normally  accept  collision  damage  waiver.  Yes  D  No  D 

Complete  the  above  form  and  mail  it  to : 

Hertz  Number  One  Club,  P.O.  Box  25301, 

Oklahoma  City,  Oklahoma  73125. 


There's  no  doubt  about  it;  it's 
a  push-button  business  world. 

And  AMF  is  one  of  the 
companies  behind  the  push 
and  the  button,  one  of  tlie  fathers 
of  modern  automation.  In  dozens 
of  major  market  areas. 

Hold  your  breath. 

Automated  machinery  and 
controls  from  a  handful  of  AMF 
divisions  are  packaging  trench 
fries . . .  slicing  and  wrapping 
hamburger  rolls . . .  stitching 
men's  suits . . .  switching  traffic 


lights . . .  triggering  vending 
machines. .  .treading 
and  retreading  tires . . .  and 
processing,  making  and 
packaging  tobacco  products. 

We're  helping  business  turn 
out  better  products  at  less  cost 
in  faster  time. 

Faster  time.  That's  the  key  to 
AMF.  The  more  working  time  our 
industrial  products  save,  the 
more  leisure  time  they  generate. 
Which  opens  the  marketplace  for 
the  other  side  of  our  business- 


leisure  products.  Like  Ben  Hogan 
golf  clubs,  Head  tennis 
racquets,  AMF  bowling  balls, 
Voit  basketballs. 

Industry  and  leisure.  Business 
and  pleasure.  They  drove  our 
1971  sales  up  to  $740,000,000. 

There's  no  doubt  about  it;  by 
helping  business  become  all 
thumbs,  we're  giving  it  quite  a 
hand. 

AMF  Incorporated, 
White  Plains,  New  York  1 0604. 


AMF  mixes  business  with  pleasure.  Profitably. 
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Manufacturers  Hanover 

can  help  you  make  the  right  business 

decisions  about  Western  Europe. 


Because,  as  a  leading 
international  bank  in 
Western  Europe,  we're 
thoroughly  familiar 
with  the  complexities 
of  doing  business  there. 

For  example,  we 
can  help  you  decide 
which  currency  to  use 
for  your  financing.  We 
can  tell  you  what  areas 
of  Europe  offer 
subsidized  financing. 
And  tax  benefits.  You 
should  know  what 
effect  the  narrowing 
of  bans  on  trading  limits 
between  Common  Market 
currencies  will  have  on 
your  present  and  future 
financial  plans.  And 
how  to  use  government 
sponsored  export 
credit  facilities  in  the 
U.  S.  and  other  countries. 

Not  only  do  we  have  the 
expertise  to  help  you  reach  de- 
cisions about  Western  Europe— 
we  have  the  resources  to  help 
you  implement  them. 

Manufacturers  Hanover 
can  arrange  short,  medium,  or 
long  term  financing  in  any  con- 


vertible currency, 
for  virtually  any 
amount  and  any 
purpose.  And  by 
pulling  together  funds 
from  a  number  of 
sources  we  can  create 
special  project  financing 
A  packages  far  in  excess 

J^  of  any  one  bank's 

r^  capability. 

And  through  our  net- 
work of  branches,  representa- 
tive offices,  correspondents, 
merchant  bank,  and  other  affil- 
iates,  MHT  has  invaluable 
links  with  money  managers  in 
every  Western  European 
country. 

With  $14  billion 
of  assets,  Manufacturers 
Hanover  is  able  to  offer 
the  full  scope  of  services 
necessary  to  do  business 
in  Western  Europe.  Yet, 
for  all  our  size,  we  can  respond 
to  your  needs  instantaneously. 
Because  at  MHT,  decisions  are 
made  by  individuals,  not  com- 
mittees. 

Isn't  this  the  kind  of 
bank  you'd  like  to  have  behind 
you  in  Western  Europe? 


MANUFACTURERS  HANOVER 


London  •  Frankfurt  •  Tokyo  •  Bangkok  •  Beirut  •  Bogota  •  Brussels  •  Buenos  Aires 
Caracas  •  Lima  •  Madrid  •  Manila  •  Mexico  City  •  New  York  •  Paris  •  Rome  •  Sao  Paulo  •  Sydney 


WE  BELIEVE  OUR  $315  TYPEWRITER 

CAN  DO  EVERYTHING  YOUR  SECRETARY 

DOES  WITH  HER  $600  ONE. 


W 


Ask  yourself.  Just  how  much  use  would 
your  secretary  make  of  an  expensive  electric. 

Better  still— ask  her. 

No  matter  how  hard  she  works,  the 
answer  will  probably  be— not  too  much. 
Because  only  a  few  jobs  actually  require  all 
the  exotic  refinements  that  make  an 
expensive  electric  expensive. 

Which  means  you  could  have  a  few 
hundred  bucks  tied  up  in  a  machine  that's 
never  used  to  its  full  capacity. 

Before  now,  you  never  had  any  choice. 
If  you  wanted  to  electrify  your  secretary,  it 
really  cost  you.  Anything  from  $500  to  $800. 

Then  along  came  Hermes.  With  the  low, 
lean,  modern,  Swiss-designed  10.  An  electric 
office  typewriter  intelligently  planned  to  do 
all  the  useful  things  you  expect  an  electric  to 
do.  But  dispensing  with  the  fancy  frills  that 
you  don't  need— and  don't  want  to  pay  for. 


So  you  get  a  space  bar  and  7  symbols 
that  repeat  automatically.  Electric  carriage 
return  and  tabulation  control.  Margins 
visible  at  all  times  with  our  exclusive  Flying 
Red  Margins®.  10  clear  carbons.  13"  carriage. 
Faster  action  than  any  other  typewriter  in 
the  world.  And  $315.00  is  all  you  have  to  pay 
for  it. 

But  if  you  really  need  a  machine  that 
does  more  than  the  basics,  we  have  a  whole 
range  of  office  typewriters,  each  with 
different  capabilities  to  fit  different  needs. 
And  at  prices  to  suit  different  budgets. 

For  a  Hermes  dealer  where  you  can  try 
out  our  typewriters  (our  calculators  too,  if 
your  office  can  use  them),  see  the  Yellow 
Pages  or  write  us. 

Jfyou  only  want  to  buy  a  typewriter 
once,  buy  a  Tiermes. 


HERMES 

Paillard  Incorporated 

1900  Lower  Road,  Linden,  N.J.  070.^6 

Other  products:  Hermes  figuring  machines, 

Hasselblad  cameras  and  accessories, 

Bolex  movie  equipment. 


READERS  SAY 


The  May  15  Issue 

Sir:  Your  profile  on  W.R.  Grace  &  Co. 
{p.  97)  ends  as  follows:  "Grace's  per- 
share  (after  special  charges)  net  now  is 
lower,  than  ten  years  ago.  Were  steam- 
ships and  Latin  America  that  bad?"  1 
wish  to  point  out  to  you  that  steamships 
and  Latin  America  contributed  62  cents 
or  36%  of  the  $1.73  earned  in  1961.  They 
contributed  0  cents— nothing— to  the  $1.83 
($1.60  after  special  charges)  earned 
in  1971.  In  short,  earnings  ex-Latin  Amer- 
ica and  steamships  increased  65%  in  the 
period  or  44%  (after  special  charges). 
"Were  steamships  and  Latin  America  that 
bad?"  Yes  they  were! 

—John  F.  Kelsey 
Vice  President  Commimications 

W.R.  Grace  &  Co. 
New  York,  N.Y. 

Sir:  I  can't  believe  I  read  the  whole 
thing.  But  I  did— the  whole  thing! 

—Dorothy  McCay 
Los  Angeles,  Cal. 

Sib:  You  didn't  list  such  mogul  insur- 
ance companies  as  Metropolitan,  Pruden- 
tial, John  Hancock,  etc.  Why? 

—Benjamin  B.  Sigler 
Duluth,  Minn. 

Only  stockholder-owned  insurance  com- 
panies are  included;  mutual  insurance 
companies  are  not— Ed. 

Sir:  The  1971  increase  in  net  profits 
for  Detroit  Edison  Co.  is  shown  as  31.8% 
on  page  154  of  your  May  15  issue.  While 
we  would  have  been  very  happy  indeed 
if  we  could  have  achieved  such  an  in- 
crease, tlie  correct  figure  is  19%. 

—Fred  W.  Braca 

Assistant  Controller 

Detroit  Edison  Co. 

Detroit,  Mich. 

The  1970  profits  figure  excluded  pre- 
ferred dividend  requirements  and  the  er- 
ror was  not  caught— Ed. 

Sir:  I  was  disappointed  that  United 
States  Fidelity  &  Guaranty  Co.  did  not 
appear  in  the  May  15  issue.  Our  revenues 
at  $727  million  would  appear  to  place 
us  in  tlic  257th  position;  assets  at  $1.6 
billion  in  178th  place;  profits  of  $69  mil- 
lion in  113th  place  in  that  category. 

—William  H.  Spencer 

Senior  Vice  President 

U.S.  Fidelity  &  Guaranty  Co. 

Baltimore,  Md. 

U.S.  Fidelity  should  have  been  includ- 
ed—also Natioiml  Central  Bank  of  Lancas- 
ter, Pa.,  with  $675  million  in  assets.  Win- 
nebago Industries,  with  a  stock  market 
value  of  $611  million  would  have  placed 
259th  in  that  category— Er>. 

Sir:    The   Top    100   article   had   more 

good,  meaty  information  than  any  single 

article  you  have  ever  printed  since  I've 

(Continued  on  page  98) 
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['  de  Division  of  American  Hospital 
ly  Corp.  has  just  opened  the  first  plant 
new  multi-million  dollar  manufacturing 
>tex  in  Miami.  Florida 
d  hired  over  150  more  people -for  a 
E  )f  800  employees. 

(:x)rding  to  president  George  Darnell, 
t  ?w  plant  and  the  1 50  new  jobs  owe  their 
mce  to  Dade's  export  success.  And 
:  eas  sales  will  play  an  important  part  in 
5  ecision  for  further  plant  expansion  — 
i  i  eventually  will  more  than  double  the 
'  It  800  jobs. 

:je  makes  diagnostic  reagents  and 
t  ments  used  in  modem  hospital  labora- 
i«  12  years  ago,  Dade  started  exporting. 
c  /.  they  sell  in  74  countries.  Exports 
:  nt  for  25%  of  total  sales. 


Higher  profits  and  productivity.  Export- 
ing has  helped  Dade  expand  capacity  and 
increase  employment.  But  there  are  other 
benefits,  too.  Bottom  line  benefits. 

Darnell  says  that  exporting  extends  the 
life  cycle  of  his  products,  which  improves 
payback  on  Dade's  high  R&D  costs.  Be- 
cause of  extra  volume  from  exports,  Darnell 
also  finds  he  can  keep  his  expensive  produc- 
tion equipment  running  for  two  and  even 
three  shifts.  Which  means  lower  unit  costs 
and  greater  productivity.  For  Dade,  exporting 
is  the  best  kind  of  diversification.  Increased 
sales,  higher  profits  and  lower  risks. 

The  New  Economic  Policy.  In  1971, 
Dade's  expoH  business  expanded  far  faster 
than  its  domestic  sales.  With  the  New  Eco- 
nomic Policy  prospects  are  now  even  better 


New  currency  realignments  make  American 
goods  more  competitive  in  overseas  mar- 
kets. By  creating  a  Domestic  International 
Sales  Corporation  (DISC),  you  can  now  defer 
Federal  income  taxes  on  up  to  one-half  of 
your  export  profits. 

How  to  get  started. The  U.S.  Department 
of  Commerce  and  its  42  Field  Offices  can 
supply  you  with  the  same  kind  of  economic 
data,  commercial  services  and  marketing 
research  that  help  make  Dade  an  overseas 
success.  As  well  as  the  individual  counseling 
that  will  put  it  all  in  focus.  Banks  and  freight 
firms  are  also  eager  to  give  guidance.  And 
Export  Management  Companies,  who  can 
act  as  your  export  department,  are  ready  to 
help  you  enter  overseas  markets. 

Start  today  with  the  coupon  below. 


Without  Dade's  exports, 

this  plant  and  these  jobs 

wouldn't  exist. 


UNITtt)  STATES  OtMRTMENT  Of  COMWCUCE 


V^ikV^ 


^^rr^ 


iMFll 

Mr.MarinusvanGessel  

Bureau  of  International  Commerce 
U.S.  Department  of  Commerce 
Washington,  D.C.  20230 

D  Please  send  me  yourlntroductory 
Guide  to  Exporting. 


» 


MY  PRODUCTS ARE 


B4700  Systems . . .  B3700  Systems . . .  B2700  Systems . . .  MCP  V 

Burroughs  announces 

three  powerful  computer  series 

and  a  fifth  major  advance 

in  system  software 


Important  news  for  every  user  of  medium-scale  computer 
systems.  Burroughs  700  Systems  family  is  expanding,  with  — 

More  powerful  and  productive 
computer  systems 

The  B4700  Series:  Five  additional  models  with  up  to 
100%  more  input/output  potential  than  current  models  . .  . 

The  B3700  Series:  Two  new  models  based  on  the  B4700's 
proven  design  .  .  .  with  up  to  70%  more  data  processing 
power  than  Burroughs  widely  used  B3500  systems  .  .  . 

The  B2700  Series:  Six  models  that  extend  B2500/B3500 
series  advanced  concepts  to  an  even  broader  price-and- 
performance  range. 

These  outstanding  systems  offer  you  — 

•  "Instant  maturity"  -they  accept  B2500/B3500  appli- 
cation programs,  developed  and  perfected  over  six  years, 
and  execute  them  at  optimum  performance  levels. 

•  Economical,  modular  expansion  within  a  series,  and 
from  one  series  to  another,  without  reprograming  or  even 
recompilation. 

•  A  comprehensive  library  of  program  products  for  major 
savings  in  program  development  time  and  related  costs. 

•  Powerful  FORTRAN,  COBOL  and  BASIC  compilers 
.  .  .  plus  advanced  software  for  remote  job  entry,  data 


communications  and  data  base  management. 

•  Automatic  multiprograming  under  MCP  control . . .  sys- 
tem self- regulation  . . .  virtual  memory  . . .  dynamic  alloca- 
tion of  resources  .  .  .  and  other  results -oriented  features 
developed  and  proven  by  Burroughs. 

•  Parallel  multiprograming  and  shared  disk  file  processing. 

•  Data  communications  processors  for  greater  efficiency 
and  line-handling  capacity. 

•  Powerful  terminal  systems  for  application  in  business, 
industry,  finance  and  government. 

A  more  powerful  and  productive 
master  control  program 

Tests  indicate  that  MCP  V  increases  throughput  per- 
formance 10  to  20%  both  for  new  systems  and  currently 
installed  systems.  MCP  V  is  now  available  for  every 
Burroughs  medium  system.  Based  on  more  than  six  years' 
successful  field  experience,  MCP  V  confirms  Burroughs 
leadership  in  control  program  technology. 

Burroughs  puts  you  ahead  with  cost/effective  systems 
that  do  more  and  cost  less  to  install,  program  and  use  .  .  . 
keeps  you  ahead  with  systems  that  keep  on  doing  more 
and  costing  less  as  they  expand  to  meet  growth  and  change 
in  your  data  processing  operations. 


iixxTxtotlglis 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


KHOROSHO 

That's  the  Russian  equivalent  of  okay,  as  explained  by 
Russia's  CEO  Brezhnev  to  President  Nixon,  and  it  seems 
to  describe  accurately  the  outcome  of  the  Moscow  Summit. 

The  agreements  signed  were  multiple,  and  the  one  on 
nuclear  arms  limitations  could  be  extremely  important. 
Because  the  numbers  allowed  Russia  are  a  bit  higher 
than  the  numbers  we  agreed  to  as  a  U.S.  ceiling  (for 
assorted  technical  reasons),  some  U.S.  chauvinists  will 
raise  a  rumpus  before  the  Senate  approves.  I  doubt  though 
that  it  makes  a  vast  difference  if  our  nuclear  capacity  to 
eliminate  every  Russian  49  times  over  while  they  could 
eliminate  every  American  51  times  over  should  jeopardize 
the  agreement. 

Perhaps  of  greater  importance  than  the  important  formal 


agreements  is  the  visible  if  faint  beginning  of  mutual  un- 
derstanding; a  lessening  of  mutual  recrimination;  a  recog- 
nition that  the  capacity  for  total  mutual  destruction  (along 
with  most  of  the  rest  of  life  on  this  globe)  suggests  that 
constant  pricking  and  brinking  is  no  longer  in  the  best 
interest  of  either  of  us. 

This  Nixon  accomplishment  in  Moscow  hardly  heralds 
only  halcyon  days  ahead  between  the  U.S.  and  U.S.S.R.— 
but  coming  days  after  and  days  during  which  we  are 
saturating  Hanoi  and  Haiphong  with  bombs  and  blockad- 
ing the  flow  of  Soviet  and  Chinese  armaments  to  the 
North  Vietnam  invaders,  the  agreements  signed  and  the 
atmosphere  created  at  this  Summit  are  a  most  extraordi- 
nary and  important  achievement. 


ROSY  OUTLOOK  FOR 

The  principal  agreement  not  reached  before  Nixon's  re- 
turn to  Washington  was  the  one  concerning  increased 
trade  with  Russia.  A  key  hold-up  to  it  is  the  settling  of 
World  War  H's  Lend-Lease  debts. 

It  seems  to  me  a  bit  foolish  to  let  this  quarter-century 
old  disagreement  delay  a  new  trade  concordat.  As  the 
ever  commonsensible  Henry  Ford  II  put  it,  "I  personally 
am  in  favor  of  moving  ahead  to  expand  our  trade  relations 
without  insisting  that  other  areas  of  difference  be  re- 
solved as  prior  conditions  to  such  expansion." 


TRADE  WITH  REDS 

There  is  much  Russia  wants  to  buy  from  us,  and,  with 
the  discovery  of  vast  natural  gas  reserves  beyond  the 
Urals,  they  now  have  something  of  a  bit  more  consequence 
than  caviar  and  sables  for  us  to  buy  from  them.  We  can 
use  all  the  liquefied  natural  gas  at  a  fail*  price  that  they 
can  ante  up  to  pay  for  their  purchases. 

And  I  think  a  case  can  be  made  that  whetting  the 
appetite  of  Russian  consumers  for  goods  from  American- 
supplied  assembly  lines  in  American-designed  factories 
would  do  much  to  diminish  expensive  belligerence. 


UMBRELLA  INDUSTRY   AIDE 

As  a  lusty  gust  turned  my  umbrella  inside  out  the  oth- 
er evening,  I  suddenly  realized  that  the  biggest  thing 
umbrella  makers  have  going  for  them  is  not  rain. 

It's  wind. 
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ARE  WE  NUTS? 


The  shocking  shooting  of  Governor  Wallace  has  once 
again  unleashed  a  torrent  of  stuff  and  guff  about  ours 
being  a  nation  of  violence.  Personally  I  think  99%  of  all 
this  psychoanalytical  verbiage  is  completely  wide  of 
the  mark. 

Almost  no  long-civilized  country  permits  the  possession 
by  private  citizens  of  weapons.  Possessing  one  is  a  crime 
of  high  order.  In  this  countiy  virtually  anyone's  entitled 
to  go  a-gunning. 

Efforts  to  curb  indiscriminate  gun-owning  by  Americans 
that  followed  previous  spectacular  political  assassinations 
have  been  thwarted  because  the  members  of  U.S.  firearms 
associations  have  an  incredible  lobbying  capability.  They're 
good  people  who  feel  the  right  to  bear  private  arms  is 
part  of  the  American  heritage-that  it  is  a  personal  as- 
surance of  freedom  as  well  as  a  sporting  necessity  com- 
parable to  fishing  rods.  Their  response  to  any  gun-limit- 
ing proposals   exceeds   that   of  insurance-claims  lawyers 


on  no-fault  insurance  proposals. 

Maybe— it's  a  mighty  small  maybe— we  could  get  legisla- 
tion at  least  making  it  a  major  crime  for  any  but  law 
enforcement  oflBcers  to  possess  hand  guns,  since  these  are 
the  means  of  most  of  our  57  daily  firearms  deaths.  Despite 
the  rifle  killings  of  John.  Kennedy,  Martin  Luther  King,  rifles 
play  a  far  less  lethal  part  in  our  hundreds  and  hundreds 
of  annual  bullet  murders. 

I  don't  think  we  are  one  whit  worse  or  better  or  different 
from  the  British  or  the  French  or  the  Italians  or  the 
Spaniards  or  the  Japanese  or  the  Australians  or  the  Scan- 
dinavians or  the  Russians  or  the  Chinese  or  the  Indians  or 
any  other  people  when  it  comes  to  violence.  We  differ 
only  in  that  we  let  nearly  everybody  and  anybody  have 
the  gun  means  to  make  their  tempers  and  temperaments 
lethal. 

It's  surely  time  for  sportsmen  to  help  curb  gunmen 
instead  of  being  inadvertent  fronts  for  'em. 


THOUGHTS  ON  A  BRIEF  LONDON  VISIT 


while  the  British  Lion  may  not  be  what  it  once  was, 
what  it  was  was  something  to  be,  and  its  like  is  un- 
likely to  be  again. 

*      »      * 

England's  Cook  sailed  round  the  world  and  discovered 
continents.  Unfortunately,  no  English  cook  has  crossed  the 


Channel  to  discover  cuisine. 

Anent  another  Englishman— Essex,  who  raked  Span- 
ish galleons  and  his  country's  Queen,  lost  his  head  over  an 
excess  of  success. 

Which  brings  to  mind  the  thought,  why  is  it  so  often 
that  success  and  excess  go  hand  in  hand? 


PIECES  OF  PAPER 


While  in  London  I  acquired  a  beauti- 
fully etched  silver  cup  that  is  inscribed: 

"Presented  to  the  Hon.  A.G.  Yorke  by 
The  Queen,  Balmoral,  October  30,  1893 
in  recollection  of  'A  scrap  of  paper.'  " 

While  no  one  seems  now  to  know  the 
mystery  of  the  historical  and/ or  intimate 
reference,  it  reminded  me  of  a  similar 


phrase  used  45  years  later— 34  years  ago 
—by  British  Prime  Minister  Neville  Cham- 
berlain on  his  return  from  Munich: 

"I  have  here  in  my  hand  a  piece  of 
paper  that  means  peace  in  our  time." 

One  year  later  World  War  II  began, 
and  an  estimated  54.8  million  died  be- 
fore the  truce  some  six  years  aftenvards. 


FATHER 

At  a  wee  luncheon  Forbes  editors  had  here  a  while 
back  with  North  American's  CEO  (among  several  other  re- 
sponsibilities) Al  Rockwell,  I  mentioned  that  it  was  quite 
unusual  for  the  son  of  an  extraordinary  achiever  such  as 
his  father,  Colonel  Rockwell  to  become  such  an  extraor- 
dinary achiever  himself. 


AND  SON 

He  commented  that  "I  have  always  heard  that  if  the 
son  isn't  abler  than  the  father,  there's  something  wrong 
with  either  the  son  or  the  father. 

"I  have  worked  like  blazes  all  my  life  to  prove  there's 
nothing  wrong  with  my  old  man." 

And  succeeded,  I  might  add. 


VENOM 

Invaluable. 

But  only  as  an  antidote  to  snakebite. 
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MEDICINE'S  PURITAN  ETHIC 


If  it  tastes  good,  it  can't  be. 
If  it's  bitter,  it's  better. 


—Malcolm  S.  Forbes, 

Editor-in-Chief 


PPG  SAYS  THAT  DRAPERIES  CAN  BE 
SOFT  SUPPLE  AND  FIRESAFE  TOO. 


1 


1 


ve  introduced  a  unique  yarn 
draperies.  It's  called  Trianti.® 
abrics  of  this  PPG  glass  yarn, 
9n  properly  processed,  retain 
firesafe,  easy-care  features 
:  have  made  glass  draperies 

opular.  Yet  there's  a  soft- 
s,  a  gentleness  to  the  touch 

fiber  glass  never  had  before. 
he  reason  is  finer  filaments, 
K  in  fact,  in  a  single  strand, 
•roducts  like  Trianti  come 
n  PPQ's  fiber  glass  technology 
ulfill||  company  objective:  up- 
^edModucts.  We  put  more 


into  them  so  our  customers  get 
more  out  of  them. 

And  since  we  believe  that  con- 
cerns for  profits  and  progress  are 
not  incompatible,  we  try  with  our 
products  to  make  things  better 
or  easier  or  safer  for  people.  (Here, 
we've  added  softness  and  grace 
to  a  very  practical  drapery.) 

PPG  also  makes  chemicals, 
glass,  paints  and  other  fiber  glass 
products.  For  more  about  our  com- 
pany and  our  products,  write  for 
our  Annual  Report  at  One  Gateway 
Center,  Pittsburgh,  Pa.  1 5222. 


PPG:  a  Concern  for  the  Fu  ure 


Once,  a  pint  of  blood 
could  save  a  life; 
today  it  may  save  five. 


( 


One  of  our  companies,  Armour 
Pharmaceutical  has  led  the  way 
in  the  fractionation  of  plasma  from 
whole  blood:  breaking  it  down 
into  derivative  parts  so  that  one 
pint  may  now  do  the  work  of  five. 

With  blood  so  precious, 
Armour  Pharmaceutical  in  affilia- 
tion with  the  non-profit  Michael 
Reese  Research  Foundation  has 
earned  a  worldwide  reputation  in 
meeting  one  of  man's  basic  needs 

Medical  Research— just  one 
of  many  ways  we're  meeting 
people's  needs. 


*    i 

I 


THE  GREYHOUND  CORPORATJOi| 

Serving  people's  needs  in  a  hundred  basic  ways.  ^^^^J/'^-o^Sk 


PHARMAt.l'i   ■:  us  •  TECHNICAl  MANPOWER  SERVICES  •  OFFICE  HEIR  •  EXHIBIT  &  DESIGN  SERVICES  •  GROCERY  PRODUCTS  •  HOUSEHOLD  PRODUCTS 
PERSONAL  CARE  PRODUCTS  •  M'AT  AND  POULTRY  PRODUCTS  •  AIRCRAFT  SERVICING  •  INTERCITY  TRANSPORTATION  •  PACKAGE  EXPRESS  •  MOVING  AND  STORAGE  •  MONEY  OliDI  j 
LEASING  &  FINANCIAL  •  COMPUTER  LEASING  AND  SERVICE  •  SIGHTSEEING  TOURS  •  CUSTOMS  BROKERAGE  •  INSURANCE  •  RENT-A-CARS  •  FOOD  MANAGEMENT  SERVICE 
RESIAURANTS  •  BUS  MANUFACTURING  •  AIRPORT  TRANSPORTATION  •  DUTY-FREE  SHOPS  •  TOUR  PLANNING  AND  WHOLESALING  ,. 


Forbes 


Shrinkage. 


The  business  community  is  taking  a  fresh  look  at  Ross  Perot 
He  doesn't  seem  quite  the  giant  he  did  a  couple  of  years  ago. 


"From  my  point 
of  view,  the  less 
publicity  the 
better.  No  pub- 
licity at  all  is  the 
ideal." 

This,  believe  it 
or  not,  is  Ross  Pe- 
rot talking,  foun- 
der of  Electron- 
ic Data  Systems, 
who  hit  the 
headlines  as  an 
almost  -  overnight 
billionaire  in  the 
late  Sixties.  Perot, 
whose  offer  to 
fly  U.S.  prisoners 
back  from  Hanoi 
made       him       a 

frontpage  hero  to  the  nation.  The  lit- 
tle Texan,  celebrated  in  newspapers 
and  magazines,  with  his  hair  clipped 
short,  white  shirts,  an  Eagle  Scout,  a 
happy  throwback  to  a  simpler  day. 

Why  has  Ross  Perot  fallen  silent? 
The  golden  dream  has  tarnished.  Dou- 
bly so,  in  fact.  First  of  all,  Perot 
isn't  a  paper  billionaire  any  longer, 
not  with  EDS  stock  down  from  150 
to  the  mid-60s.  He  still  ov\'ns  over  7 
million  EDS  shares,  plus  much  of  the 
money  he  got  from  selling  the  pub- 
lic a  minority  interest,  but  a  good 
deal  is  in  hock  at  various  banks. 

JRoss  Perot  has  troubles  on  Wall 
Street:  His  big  brokerage  firm,  du- 
Pont  Glore  Forgan,  has  been  soaking 
up  capital  like  a  sponge— $64  million 
to  date— since  he  took  over  control 
when  it  was  on  the  brink  of  insolvency 
in  the  fall  of  1970.  Electronic  Data 
Systems  has  its  problems,  too.  Gov- 
ernment bodies  in  Washington  and  in 
Sacramento  have  been  investigating 
its  lucrative  Medicare  and  Medicaid 
programs. 

It  may  have  been  Perot's  publicity- 
nurtured  reputation  that  brought  him 
into  duPont  in  the  first  place.  Wall 
Street  was  in  a  shambles  in  mid-1970. 
A  collapse  of  duPont,  its  third-largest 
firm,  might  have  put  the  situation  out 
of  control.  Stock  exchange  emissaries 
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so  that  they  be- 
came his  closest 
friends,"  says 
Henry  Wendler, 
who  was  Perot's 
manager  at  IBM. 
It  is  Perot's 
dedication  and 
charm  that  helps 
explain    his    sue- 


cess.  In 
capped 
reer   at 
selling 
million 


1961  he 
his  ca- 
IBM   by 

a     $1.2- 
computer 


were  looking  for  big  money  to  bail 
duPont  out— and  it  is  quite  possible 
that  the  trail  of  headlines  helped 
them  point  straight  to  Ross  Perot. 

If  duPont  failed,  Perot  was  told, 
other  brokers  would  be  brought  down, 
ruining  the  equity  market  and  per- 
haps throwing  the  already  staggering 
Americap  economy  into  disarray. 
Among  those  wooing  Perot  for  his 
cash  were  men  like  Peter  Flanigan  at 
the  White  House  and  Felix  Rohatyn, 
a  partner  at  Lazard  Freres  and  chair- 
man of  the  New  York  Stock  Ex- 
change's Surveillance  Committee. 

Indeed,  Perot  had  already  devel- 
oped the  reputation  of  being  a  guy 
always  willing  to  help  out.  Even  be- 
fore his  billionaire  days,  he  had 
bought  land  and  built  a  house  for  25 
boys  from  broken  homes.  As  a  young 
IBM  salesman  he  once  wheeled  a 
baby  caniage  into  his  office  and  gave 
it  to  the  secretary  who  had  typed  his 
sales  presentation. 

"Ross  Perot  was  a  Christian  gentle- 
man who  didn't  smoke,  swear,  drink 
or  gamble,"  recalls  his  friend  John 
Joyce,  who  remembers  Perot  uath  his 
cot,  blankets  and  shaving  gear  camp- 
ing out  for  two  weeks  at  the  foot  of  a 
customer's  computer  until  it  was  re- 
paired. Everyone  liked  him.  "Ross  sure 
had  a  way  of  getting  to  top  executives 


to  Southwestern 
Life  Insurance  in 
Dallas.  Most  com- 
puters are  leased, 
and  as  it  turned 
out  Southwestern  could  not  make  full 
use  of  its  computer.  But  there  was 
a  solution  available.  Southwestern 
could  rent  its  extra  computer  time  to 
Texas  Blue  Cross-Blue  Shield  to  pro- 
cess health  claims.  Texas  Blue  Cross 
had  been  another  of  Perot's  clients 
at  IBM.  It  was  also  his  new  employ- 
er. Perot  had  quit  IBM  and  was  dou- 
bling his  workload:  He  worked  in  the 
data  processing  department  at  Texas 
Blue  Cross  and  at  the  same  time  was 
using  EDS  to  buy  and  sell  time  on 
computers.  By  acting  as  the  middle- 
man between  Southwestern  and  Texas 
Blue  Cross,  EDS  was  able  to  start 
on  its  mercurial  career,  which  in- 
cluded getting  a  contract  from  Texas 
Blue  Cross,  going  public  with  an  ini- 
tial market  value  of  $189  million  at 
118  times  earnings  in  1968. 

So  Perot  was  asked  to  play  a  major 
role  in  stabilizing  the  free  enterprise 
system— and,  not  incidentally,  of  pleas- 
ing the  Nixon  Adminisbation.  These 
appeals  undoubtedly  got  to  Perot.  But 
there  was  more. 

His  EDS  had  begim  processing 
duPont's  back-office  accounts  in  Au- 
gust 1970,  under  an  average  $8-mil- 
lion-a-year  contract.  By  putting  up 
capital,  Perot  could  get  a  more  direct 
influence  on  duPont's  operations  and 
so  turn  the  stricken  company  into  a 
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showcase  for  EDS.  A  quick  turn- 
around at  duPont  would  have  other 
brokers  beating  a  path  to  Dallas,  of- 
fering fat  data-processing  contracts  to 
EDS.  Besides,  if  this  were  the  plan, 
Perot,  for  a  minimal  outlay,  could  end 
up  controlling  the  nation's  third-largest 
brokerage  house,  which  only  three 
years  earlier  had  had  $5.9  million  in 
profits.  The  leverage  was  right.  The 
price  was  right.  Success  would  keep 
him  what  he  had  only  just  become— 
a  national  figure. 

Larry  Glazer,  now  duPont's  trea- 
surer and  chief  financial  officer,  recalls 
being  summoned  to  New  York  from 
his  consulting  job  in  Texas  in  1971. 
"I  was  to  sort  out  duPont's  finances, 
put  together  the  recapitalization  and 
then  go  back  to  Texas,"  says  Glazer, 
adding,  "but  the  60  days  stretched 
out  to  90  and  then  120." 

In  five  months  Perot's  initial  $10- 
milUon  investment  (mostly  a  capital 
contribution  in  the  form  of  municipal 
bonds)  had  been  doubled,  and  by  this 
April,  the  Perot  group's  stake  in  du- 
Pont had  risen  to  $64  million.  The 
New  York  Stock  Exchange  has  also 
earmarked  $15  million  of  its  mem- 
bers' funds  in  order  to  bail  out  duPont 
accounts. 

Exactly  how  much  duPont  did  lose 
is  still  unclear.  The  $81  million  in 
capital  claimed  to  have  been  put  up 
by  the  capital  contributors  in  duPont 
probably  has  been  wiped  out.  (Ed- 
mond  duPont,  65,  the  former  chair- 
man of  the  brokerage  house,  personal- 
ly claims  to  have  lost  $8  milhon  to 
$10  million— "everything  I  had"— and 
savs  that  he  has  been  forced  to  live 


on    $257-a-month    Social    Security.) 

DuPont  was  deep  in  a  hole.  A  bal- 
ance sheet  drawn  up  the  following- 
April  when  Perot  turned  duPont  from 
a  partnership  into  a  corporation, 
showed  reserves  for  losses  of  $42  mil- 
lion, and  Haskins  &  Sells,  the  account- 
ing firm,  in  fact  indicated  the  losses 
might  reach  $86  million. 

The  losses  are  probably  not  of  Pe- 
rot's making.  His  mistake  was  in  pos- 
sibly underestimating  them.  All  this 
he  blames  on  the  former  partners  in 
duPont,  who,  he  says,  were  guilty  of 
gross  mismanagement. 

Right  now  there  are  suits  and 
countersuits  flying  between  Perot  and 
former  partners.  Edmond  duPont 
claims  Perot  took  advantage  of  EDS's 
intimate  knowledge  of  duPont  to  take 
over  the  brokerage  house.  Perot  de- 
nies it  and  is  suing  for  $8.4  million 
he  says  is  owed  him  by  some  duPonts. 

As  for  duPont's  current  status,  "We 
are  profitable  now  and  we  were  profit- 
able for  our  first  year  of  operation 
through  last  April,"  says  Morton  Mey- 
erson,  the  34-year-old  systems  engineer 
from  EDS  who  was  picked  by  Perot 
to  be  president  at  duPont.  "I  am  will- 
ing to  bet  that  the  next  audit  will 
show  that  we  don't  need  any  more 
capital."  Even  so,  Wall  Street  is  a 
basically  competitive  place  these  days, 
and  few  really  think  duPont  is  yet 
home  free  and  its  problems  over. 

The  duPont  affair  is  not  Perot's  only 
worry  these  days.  There  are  those 
Medicare  and  Medicaid  investigations 
in  Washington  and  in  Sacramento. 

EDS  received  approximately  $17 
million,  or  roughly  37%  of  its  revenues. 


Found  H  Yet?  Every  day  Ross 
Perot  would  phone  from  Dal- 
las and  put  that  question  to 
Morton  Meyerson  (below). 
And  Meyerson,  the  man  picked 
by  Perot  to  run  the  duPont  in- 
vestment house,  would  sadly 
admit  the  millions  of  dollars 
duPont  lost  were  still  missing. 


EDS'  computer  bank  is  still  used  mainly  to  process  medical  insurance  claims. 
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under  Medicare  and  Medicaid  con- 
tracts in  1970  and  even  more  in  the 
past  two  years.  To  a  huge  degree, 
EDS  was  built  on  such  contracts.  The 
investigators  now  charge  that  EDS 
made  too  much  money  on  them.  "We 
beheve  Perot  was  making  a  100?  prof- 
it on  this  business,"  says  Wilham  C. 
Lanning,  a  systems  expert  testifying 
before  the  House  of  Representatives 
subcommittee  studying  Medicare 
claims.  So  far,  EDS  has  refused  to 
let  Federal  investigators  see  its  books. 
On  the  other  hand,  it  may  be  hard 
to  make  the  allegations  stick:  EDS 
charged  an  average  S3.05  each  to 
process  Medicare  claims  in  Te.xas  in 
1970,  as  against  a  nationwide  aver- 
age of  S3. 75.  The  same  investigation 
has  failed  to  pinpoint  who  was  re- 
sponsible for  EDS  getting  its  first  con- 
tract from  Texas  Blue  Cross  while 
Perot  worked  for  both  companies. 
Federal  regulations  prohibit  sweet- 
heart deals  betsveen  contractors  and 
their  employees.  Still,  the  unfavorable 
publicity  has  helped  neither  Perot's 
image  nor  the  price  of  EDS  stock. 

Limited  Expansion 

A  tarnished  image  is  especially 
dangerous  for  EDS,  which  gets  most 
of  its  business  from  only  some  42  con- 
tracts and  has  as  yet  made  no  signif- 
icant inroads  into  businesses  other 
than  health  claims.  One  big  customer, 
the  State  of  California,  appears  to  be 
considering  transferring  its  Medi-Cal 
business  from  EDS  to  IBM  and  to 
Occidental  Insurance.  Nor  has  the  du- 
Pont  venture  attracted  a  rush  of 
further  Wall  Street  data  processing; 
Dominick  &  Dominick  is  the  only  other 
EDS  client  on  The  Street. 

By  no  means  is  Ross  Perot's  empire 
in  danger  of  collapse.  EDS  will  prob- 
ably set  another  record  for  the  fiscal 
year  ending  June  30:  Estimates  are 
that  revenues  will  be  up  22%  to  $90 
million;  net  up  12%  to  $12  million. 
It  will  thus  be  earning  a  return  of 
30%  on  stockholders'  equity.  But  what 
of  ihe  future?  What  if  Perot  fails  to 
succeed  in  Wall  Street?  Can  EDS  con- 
tinue its  growth  rate  without  greatly 
expanding  its  base  beyond  medical 
claims  processing?  Can  medical  claims 
processing  remain  as  profitable  as  it 
has  been? 

Even  at  its  present  depressed  price, 
EDS  still  sells  for  66  times  earnings 
and  commands  a  total  market  price 
of  more  than  $700  million  (down 
from  a  1970  high  of  $1.9  billion).  But 
strip  away  the  high  P/E  ratio,  and 
EDS  remains  a  rather  small  company 
with  assets  of  barely  $63  million.  May- 
be Perot  tried  to  do  too  much  with 
too  little.  Maybe  it's  impossible  to  be 
an  Eagle  Scout  and  a  billionaire  at 
the  same  time.  ■ 
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Fashions  in  Suits 

Government  contracting  is  getting  to  be  very 
serious  business  these  days.  So  serious  that 
the  courts  seem  to  be  dealing  themselves  in. 


The  cutbacks  in  government  buying 
and  research— the  result  of  the  Nixon 
Administration's  efforts  at  holding 
down  spending— has  produced  an  un- 
expected side  effect.  As  the  profit  pie 
shrinks,  a  firm  can  no  longer  aftbrd 
to  let  a  contract  slip  by  and  hope  to 
pick  up  the  next  one.  As  a  result, 
more  and  more  disappointed  bidders 
are  crying  "foul."  The  General  Ac- 
counting Office,  which  oversees  wrong- 
ful government  spending,  is  logging 
formal  complaints  at  more  than  a 
1,200  annual  rate  this  year— double 
the  level  of  two  years  ago.  More  im- 
portant, businessmen  are  for  the  first 
time  going  to  court. 

The  move  is  unprecedented,  be- 
cause for  over  30  years  the  courts 
have  kept  their  doors  firmly  shut  to 
disappointed  bidders.  A  contractor  has 
no  right  to  a  government  contract, 
went  the  traditional  rationale.  To  the 
contrary,  the  public  interest  demand- 
ed that  the  Government  be  free  of  all 
interference,  so  that  it  could  make  the 
best  deals  po.ssible.  At  least,  that  was 
the  official  posture  until  less  than  two 
years  ago. 

"It  was  bound  to  change,"  says 
Washington  attorney  Alan  Y.  Cole. 
"The  old  remedies  are  inadequate  to- 
day when  you  have  billions  of  dollars 
at  stake,  and  this  incestuous  re- 
lationship exists  between  some  agency 
procurement  officers  and  their  busi- 
ness friends."  Cole  represents  General 
Electric  in  a  suit  over  a  $40-million 
contract  "to  run  six  satellite  tracking 
stations  for  the  Air  Force.  The  suit 
is  his  second  among  nearly  a  dozen 
attacks  by  other  frustrated  firms 
against  the  existing  protections  af- 
forded contractors. 

The  Labyrinth 

Any  company  trying  to  do  business 
in  Washington  must  contend  with  the 
separate  mazes  of  procurement  regu- 
lations of  every  agency.  Purchasing 
officials  for  the  agencies  have  a  wide 
range  of  discretion,  and  sometimes 
stray  even  beyond  the  bounds  of  their 
own  rules.  The  only  remedy  a  compa- 
ny has  had  until  now  is  to  protest  to 
the  GAO.  The  GAO  inherited  the 
role  of  overseer  on  procurement  dis 
putes  without  any  specific  powers  to 
or-der  agencies  to  give  a  contract  to  a 
firm.  By  a  strange  system  of  common 
consent,  the  GAO  can  recommend 
that  new  bids  be  sought  or  that  a 
specific  firm  not  get  the  award,  and 
the  agencies  have  generally  cooperat- 


ed. But  GAO  decisions  often  take 
months.  Frequently  the  agency  goes 
ahead  and  lets  the  contract  to  its  pre- 
ferred contractor,  and  the  complain- 
ing firm  ends  up  with  an  empty  rul- 
ing in  its  behalf. 

The  first  break  in  the  wall  came 
nearly  two  years  ago  when  the  Fed- 
eral District  and  Appellate  courts  for 
the  District  of  Columbia  agreed  that 
a  contractor  does  have  the  right  to 
come  into  court  when  an  agency  ap- 
pears to  have  violated  its  own  bid- 
ding rules  or  has  otherwise  acted  ille- 
gally. Since  then,  the  judges  have  been 
stabbing  around  for  new  iiiles  to  fit 
what  is  obviously  a  new  ball  game. 
So  far,  no  firm  has  been  able  to  get 
a  court-ordered  award.  Until  Cole 
brought  the  GE  suit,  there  was  a  ten- 
tative agreement  that  the  GAO  ex- 
perts should  continue  to  decide  the 
merits  of  cases.  Now,  however,  the 
courts  will  issue  injunctions  to  halt 
the  awards  process  and  give  the  GAO 
time  to  decide. 

"It  wasn't  my  idea  of  a  per- 
fect remedy,  but  at  least  it  was  some- 
thing," Cole  told  Forbes  recently.  Al- 
though GE  was  the  low  bidder,  the 
Air  Force  ruled  the  bid  was  too  low 
to  provide  the  agreed-on  services, 
even  though  it  was  only  around  $5 
million  less  than  a  bid  by  Philco. 
Cole's  suit  charges  that  Philco  had  se- 
cured the  original  contract  years  ago 
on  a  sole-source— or  nonbid— basis, 
and  that  it  has  received  preference 
in  negotiating  its  bid  from  Air  Force 
procurement  officers. 

Cole  filed  his  suit  earlier  this  year 
as  well  as  a  complaint  with  the  GAO. 
The  Justice  Department  lawyers  ad- 
vising the  Air  Force  filed  the  expected 
appeal  to  the  appellate  level  and  then 
refused  to  provide  the  GAO  with  any 
information  on  the  case  until  the  ap- 
peal is  heard— sometime  later  this 
month.  Stymied,  the  GAO  has  refused 
to  rule;  and  so  Cole  has  returned  to 
district  court  to  ask  for  a  directed 
award -the  one  thing  the  courts  have 
been  reluctant  to  do. 

"We've  come  full  circle,  all  right. 
The  Air  Force  has  thwarted  the  GAO, 
so  the  court  is  going  to  have  to  come 
up  with  a  new  remedy,"  Cole  says. 
"We  think  the  only  way  to  compel  the 
agencies  to  adhere  to  theii"  own  rules 
is  to  have  the  courts  step  in  and  di- 
rect awards  where  the  Government 
has  acted  illegally.  If  the  courts  do 
decide  to  do  that,  then  the  Govern- 
ment has  no  one  to  blame  but  itself."" 
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You've  Got  To  Keep  Moving 


An  account  of  why  Chesebrough-Pond's  president  keeps  an  old  copy  of  FORBES  in  tiis  office. 


Chesebrough-Pond's  plays  in  a  very 
rough  league.  Its  competitors  are  com- 
panies like  American  Home  Products, 
Bristol-Myers,  Gillette  and  Warner- 
Lambert.  These  rivals  are  all  top-notch 
marketers.  They  are  each  many  times 
bigger  than  Chesebrough,  which  last 
year  weighed  in  at  just  a  shade  over 
$300  million  in  sales. 

Chesebrough's  President  Ralph  E. 
Ward  keeps  in  his  office  a  battered 
copy  of  Forbes  for  May  15,  1967. 
The  stoiy  pointed  out  that  Chese- 
brough's past  success  rested  heavily 
on  only  a  handful  of  products  with 
virtual  monopolies  in  their  fields,  such 
as  Vaseline  and  Q-Tips.  It  said  that 
these  products  could  not  much  longer 
provide  superior  growth;  their  mar- 
kets were  becoming  saturated. 

"When  you  wrote  that  story,"  Ward 
told  Forbes'  Robert  Nash  recently, 
"we  were  at  our  turning  point." 

Why  a  turning  point?  Because 
Ralph  Ward,  who  made  a  sensational 
record  for  himself  as  head  of  an  Aus- 
tralian subsidiary,  was  about  to  be- 
come chief  executive.  Because  Ward 
was  brimming  with  plans  to  force  new 
products  through  Chesebrough's  high- 
ly efficient  marketing  system. 

Ward's  first  full  year  in  ofiBce  was 
1969.  From  1969  through  last  year- 
a  scant  three  years— Chesebrough's 
sales  have  risen  47%  over  1968,  and 
a  major  part  of  this  has  been  internal 
growth— the  most  profitable  kind. 
Earnings  have  grown  rapidly,  from 
$1.53  to  $1.94,  and  return  on  equity 
rose  from  about  26%  to  36%. 


These  are  the  bare-bones  figures 
of  Ward's  success  in  maintaining  a 
smallish  but  highly  profitable  niche 
for  his  company  among  the  marketing 
giants.  The  most  interesting  story, 
however,  lies  behind  the  figures. 

You  don't  introduce  new  products 
overnight,  and  it  was  1970  before 
Ward's  efforts  and  aims  became  fully 
apparent.  In  that  year  Chesebrough 
introduced  more  major  new  products 
than  during  any  previous  year  in  its 
history.  Among  them:  Cachet  Fra- 
grances, Pertussin  Plus  cough  medi- 
cine. Vaseline  Intensive  Care  Lotion. 

Many  Starts,  Few  Wins 

The  new  products  game  is  a  kind 
of  slot-machine  affair.  A  lot  of  coins 
have  to  go  in  before  anyone  hits  the 
jackpot.  Ward  hit  the  jackpot.  He  hit 
it  with  Vaseline  Intensive  Care  Lotion. 

To  students  of  marketing,  VICL, 
as  Ward  calls  it,  was  a  brilliant  ploy. 
It  was  aimed  squarely  at  a  smallish 
but  highly  concentrated  market,  hand 
and  body  lotion.  Jergens  (since  De- 
cember 1970  a  subsidiary  of  Ameri- 
can Brands)  owned  the  nice  $80- 
million-a-year  market.  Jergens  had 
dominated  it  for  as  long  as  anyone 
could  remember.  Maybe  30,  40  years. 

"When  we  were  looking  at  new 
categories  of  opportunity  in  1968," 
Ward  says,  "hand  and  body  lotion 
came  to  us  because  we  felt  it  was  a 
static  market  that  could  be  expanded. 
We  knew  Jergens,  if  only  because  we 
had  once  thought  of  acquiring  it.  It 
seemed  to  us  they  had  not  market- 


ed their  lotion  aggressively  enough." 

How  would  Ward  expand  the  mar- 
ket while  taking  on  its  dominant  force? 
By  selling  the  product  as  a  thera- 
peutic product,  whereas  Jergens  sold 
'it  as  a  cosmetic  product.  That's  why 
Chesebrough-Pond's  chose  the  Vase- 
line name  (identified  with  healing  and 
heavy-duty  applications)  rather  than 
its  proprietaiy  Pond's  name.  That's 
why  it  chose  the  "intensive  care"  label, 
with  its  suggestion  of  clinical  healing. 
This  is  known  as  "market  positioning." 
Ward  played  it  extremely  well.  On 
top  of  his  market  positioning,  he  pro- 
moted it  to  his  retailer  as  general  pur- 
pose rather  than  specialty. 

In  August  of  1969  the  company 
was  ready  for  test-marketing.  It  chose 
a  variety  of  climates:  in  Denver  (cold 
and  dry).  Phoenix  (hot  and  dry), 
Indianapolis  (average).  After  a  year 
of  testing.  Ward  took  his  product  na- 
tional in  September  of  1970. 

Timing  was  important.  The  year 
1970  was  a  good  one— for  a  curious 
reason.  A  recession  was  on  and  fewer 
new  products  were  introduced.  The 
month  was  important.  Lotion  sales 
spurt  in  the  fall,  apparently  because 
people  buy  in  anticipation  of  cold 
weather.  And  as  to  luck,  it  didnt'  hurt 
to  have  Jergens  negotiating  in  1970 
to  be  acquired  by  American  Brands. 
(Says  Ward:  "You've  got  to  be  damn 
lucky  in  this  business.") 

But  luck,  unexploited,  is  worthless. 
Ward  pushed  his  luck  hard.  The  criti- 
cal element  in  introducing  new  drug- 
store products   is   shelf  space;   every 


The  Discount  Bro/cers 

By  getting  back  to  basics,  they  could  also  be  starting  a  trend. 


Emergence  of  the  discount  brokerage 
house  was  probably  inevitable.  Its 
causes  were  the  growth  of  the  stock 
market,  the  complexity  of  modern 
brokerage  houses  with  their  costly 
sales  and  research  staffs  and  their  in- 
creasing orientation  toward  big  cus- 
tomers, and  above  all  their  refusal  to 
unbundle  their  commission  package. 
For  years  now  the  brokers  ha\e  been 
charging  ever  higher  fees  to  the  small 
to  medium-sized  do-it-yourself  inves- 
tor, forcing  him  to  pa;  for  services 
he  did  not  want  or  need— and  still 
losing  money  on  his  business.  The 
response  has  been  the  appearance  of 
four  discount  brokerage  firms:  Odd 
Lots  Securities,   Ltd.,   of   New  York, 
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first  in  the  field  and  claiming  3,000 
customers;  Marquette  de  Bary  and 
Source  Equities,  both  also  of  New 
York;  and  StockCross  of  Boston. 

All  four  aim  to  save  money  for  their 
clients  via  bare-bones  brokerage 
service.  They  have  no  sales  or  re- 
search staffs:  You  have  to  do  your 
own  homework  and  call  them;  they 
won't  call  you.  Most  of  their  trading 
is  done  in  listed  stocks,  but  on  the 
third  market. 

While  the  four  firms  are  basically 
similar  in  the  services  they  offer,  they 
handle  their  commissions  in  different 
ways.  Odd  Lots  and  Marquette  de  Bary 
base  their  commissions  on  New  York 
Stock  Exchange  rates.  Odd  Lots'  are 


20%  below  Big  Board  rates  for  trades 
up  to  $10,000;  50%  lower  between 
$10,000  and  $20,000,  and  are  ne- 
gotiated for  tiades  over  $20,000.  Mar- 
quette de  Baiy  sets  its  commissions 
12%  below  NYSE  levels  if  that  charge 
is  between  $26  and  $30.99,  with  the 
discount  rising  to  60%  where  the 
NYSE  charge  is  over  $130. 

Somce  Equities  aims  mainly  at  the 
do-it-yourself  trader  who  trades  over 
2,000  shares  a  year:  It  charges  a 
fixed  fee  based  on  the  number  traded. 
For  example,  an  investor  who  expects 
to  trade  2,000  shares  a  year  pays  an 
annual  fee  of  $550,  half  payable  in 
advance.  For  10,000  shares  per  year, 
the  fixed  fee  is  $1,600.  The  investor 

FORBES,  JUNE   15,   1972 


Shape  Counts.  In  this  age  of 
consumerism,  Chesebrough 
chose  a  simple  package,  with 
no  illusion  of  larger  size,  for 
Vaseline  Intensive  Care  Lotion. 
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quare  inch  of  the  retailer's  shelf  space 
is  occupied,  and  the  newcomer  gets  in 
only  at  the  expense  of  someone  al- 
ready there,  probably  a  competitor. 
As  with  any  new  product,  C-P  offered 


the  retailer  liberal  "trade  allowances," 
i.e.,  discounts.  It  assured  him  it 
would  pick  up  unsold  stock  and  that 
it  would  promote  its  new  products 
heavily.  After  the  success  of  its  test- 
marketing,  it  offered  numbers  in  sup- 
port. The  clincher  was  the  name  Vase- 
line, a  long-ago  proved,  profitable  and 
comfortable  product. 

Today  VICL  is  a  close  second  to 
Jergens,  first  in  drug  outlets  and  mass 
merchandisers,  second  in  supermar- 
kets. It  has  taken  a  little  longer  to  pry 
shelf  space  from  volume-oriented  su- 
permarkets, Ward  points  out,  because 
they  are  more  interested  in  an  estab- 
lished record.  Mainly  because  of 
VICL's  success,  Chesebrough-Pond's 
proprietary  and  specialty  product  sales 
have  shot  up  some  76%  since  1969,  to 
last  year's  $120  million.  Most  of  the 
S50-million-plus  gain  was  from  VICL. 

But  the  Vaseline  trademark  has  its 
limitations.  Ward  knew  that  VICL, 
too,  would  peak  out  one  day.  In 
1969  Ward  acquired  Ragu  Foods, 
a  .small  ($24-million  sales)  north  and 
northeast  marketer  of  .spaghetti  sauce. 
Not  even  Chesebrough-Pond's  would 
stamp  "Vaseline"  on  its  spaghetti  sauce 
containers.  In  fact,  the  Ragu  bottles 
don't  even  have  Chesebrough's-Pond's 
name  on  them.  But  where  Ward  may 
have  had  troubles  getting  supermarket 
shelf  space  for  his  VICL,  he  had  no 
such  troubles  with  Ragu  because  it 
was  already  the  nation's  leader.  Sim- 
ply by  using  his  distribution  clout. 
Ward  has  gotten  Ragu  onto  more 
shelves  across  the  nation.  Since  1969 
Ward  has  upped  Ragu's  sales  some 
70%,  to  $39  million.  Not  bad  for  a 
cosmetics  company. 

You  can  see  why  Ward  regards 
1967-68'  as    Chesebrough's    "turning 


point."  Why  he  so  clearly  recalls  the 
old  Forbes  article.  In  four  years,  from 
1967  to  1971,  Chesebrough-Pond's 
total  cosmetics  sales  (mostly  products 
such  as  Pond's  facial  cream  and  Cutex 
naU  polish)  crept  ahead  only  about 
1%  a  year-from  $85  million  to  $90 
million.  Q-Tips,  Vaseline  and  other 
old  Chesebrough-Pond's  standbys 
turned  in  equally  sluggish  records. 
Yet,  because  of  Ward's  new  products, 
Chesebrough's  earnings  have  contin- 
ued to  mount  at  over  8%  a  year  and 
sales  have  grown  at  16%  a  year. 

Ralph  Ward  knows  his  game  well, 
and  he's  not  resting  on  his  laurels. 
Aside  from  the  products  it  has  already 
brought  out,  Chesebrough  is  test-mar- 
keting a  Ragu  ground  beef  sauce.  It 
is  selling  new  after-bath  products 
with  the  Prince  Matchabelli  Cachet 
name.  It  has  introduced  baby-care 
items  with  the  VICL  name,  which  has 
brought  it  head-to-head  with  giant 
Johnson  &  Johnson  (Forbes,  June  1). 
And  it  still  has  plenty  of  opportunities 
overseas,  where  it  now  gets  38%  of 
sales  but  only  29%  of  earnings. 

And  just  last  month  Ward  an- 
nounced plans  to  acquire  $37-million 
sales  Binney  &  Smith,  the  country's 
largest  maker  of  crayons  (Crayola) 
and  chalk,  and  manufacturer  of  a 
line  of  art  supplies  as  well. 

Will  there  be  another  VICL  in 
Ralph  Ward's  future?  Another  Q- 
Tips,  acquired  as  a  small  product 
and  built  into  a  big  one?  Can  the 
Ragu  beachhead  be  expanded  further 
into  specialty  foods?  Tune  in  next 
year  (and  the  year  after),  for  this  is 
a  game  that  never  stops;  and  for  the 
company— if  not  for  the  man— there 
is  simply  no  way  to  quit  when  you 
are  ahead.   ■ 


who  trades  less  than  he  expected  is 
charged  a  fee  not  more  than  the 
NYSE  commission  on  his  trades. 

StockCross  of  Boston  charges  a  flat 
S28  per  1,000-share  transaction  or 
part  thereof,  regardless  of  value.  But 
if  the  NYSE  commission  is  lower, 
StockCross  will  match  it. 

Which  /$  Cheapest? 

Which  house  gives  the  biggest  dis- 
count depends  in  part  on  the  size  of 
the  trade.  For  example,  on  a  $1,500 
trade  involving  a  sale  or  purchase  of 
100  shares  at  $15,  the  NYSE  com- 
mission is  $31.50,  StockCross  $28, 
Marquette  de  Bary  $25.83  and  Odd 
Lots  $25.20.  (Source  Equities  is  not 
included  because  its  rates  apply  to  a 
whole  year's  trading,  not  individual 
trades.)  From  there  on  up  to  a 
$20,000  trade,  where  Odd  Lots  starts 
to   negotiate    its    commission,    Stock- 
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Cross  usually  has  the  edge  because  of 
its  flat  $28  fee  per  1,000  shares:  For 
1,000  shares  at  $15,  the  commissions 
are  NYSE,  $217;  Odd  Lots,  $108.50; 
de  Bary,  $86.80  and  StockCross,  $28. 
For  5,000  shares  at  $20,  the  figures 
are  NYSE,  $862;  de  Bary,  $384.80 
and  StockCross,  $140,  while  Odd  Lots' 
fee  would  be  negotiated. 

Of  course,  even  small  or  do-it-your- 
self investors  can  find  services  helpful, 
and  the  discounters  provide  some.  For 
example.  Source  Equities  provides  for 
margin  accounts,  and  Odd  Lots  and 
Marquette  de  Bary  will  provide  seg- 
regated safe-keeping  for  securities, 
though  they  prefer  the  owners  to  hold 
them.  StockCross,  however,  provides 
automatic  custodial  services  through 
the  Boston  Stock  Exchange  Clearing 
Corp.,  and  charges  extra  for  transfer 
and  delivery  of  stocks  to  the  customer. 
As  these  companies  grow,  they  may 


well  expand  their  services— for  a  fee. 
With  fewer  than  4,000  customers 
among  the  four  of  them,  the  discount 
brokerage  houses  today  represent  only 
a  tiny  leak  in  the  official  dam  of  soli- 
darity against  unbundling  that  has 
been  built  by  the  stock  exchanges,  the 
big  brokerage  houses  and  the  Securi- 
ties &  Exchange  Commission.  But  giv- 
en the  economic  setting,  it  would  not 
take  much  for  the  leak  to  become  a 
flood  of  unbundling.  To  be  sure,  the 
bulk  of  the  nation's  stock  trading  may 
continue  to  be  done  the  old  way. 
But  the  day  could  arrive  when  Mer- 
rill Lynch  would  have  a  discount 
brokerage  subsidiary  to  accommodate 
its  customers  who  prefer  to  buy  and 
sell  that  way— much  as  Federated  De- 
partment Stores  has  a  discount  opera- 
tion. Indeed,  Merrill  Lynch  might  like 
to  have  a  ready  source  of  customers 
who  could  then  be  traded  up.   ■ 
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The  above  is  what  you  might  call 
The  Two-Billion-Dollar  Question— be- 
cause $2  billion-plus  is  what  Control 
Data  stock  was  worth  a  few  years 
back,  and  might  be  worth  again  if  the 
company  can  make  the  grade. 

Can  Control  Data  make  it?  William 
C.  Norris,  Control  Data's  moody  but 
brilliant  60-year-old  chairman,  sitting 
in  his  new  Minneapolis  skyscraper, 
puts  it  bluntly:  "Other  than  IBM, 
investing  in  a  computer  company  is 
taking  a  sizable  risk." 

Few  companies  have  taken  more 
risks— or  scarier  ones— in  recent  years. 
In  just  ten  years  CD  grew  from  assets 
of  about  $40  million  to  nearly  $1.5 
billion— an  almost  40-fold  expansion. 
At  a  time  when  giants  like  General 
Electric  and  RCA  were  giving  up 
on  computer  manufacturing.  Control 
Data  managed  to  hang  on  grimly.  At 
the  same  time  CD  expanded  in  the 
fast-growing  non-mainframe  area. 

Several  times  the  risks  almost 
brought  Control  Data  down.  The  most 
recent  cliffhanger  was  the  1969-71 
turndown  and  money  crunch.  Control 
Data  was  overextended  and  was  only 
saved  by  drastic  cutbacks:  Employ- 
ment was  cut  from  37,000  to  27,000 
and  bulging  inventories  were  slashed. 
As  a  result,  CD's  bankers  drove  a 
hard  deal  for  a  loan  extension  and  in- 
crease (CD  had  to  pledge  all  its  stock 
in  its  highly  profitable  Commercial 
Credit  subsidiary). 

But  that  crunch  is  passed  and  Con- 
trol Data  is  saved.  Saved  for  what? 
Not  for  playing  it  safe  after  that  close 
call,   but   saved   for   the   next   major 


phase  of  Norris'  "sizable  risk."  This 
may  be  the  biggest  risk  of  all. 

Norris  is  not,  as  some  of  his  com- 
petitors apparently  are,  aiming  at  win- 
ning a  few  percentage  points  away 
from  IBM  and  raising  his  market  share 
of  shipments  from  the  current  2.5%  to, 
say,  5%  or  so.  Norris  is  aiming  at  mak- 
ing a  big  dent  in  the  rapidly  expand- 
ing ancillary  market  and  turning  CD 
into  a  truly  giant  company. 

His  strategy,  simplified,  is  as  fol- 
lows: He  is  convinced  that  the  future 
of  electronic  data  processing  lies  in 
providing  time-sharing  services  and 
selling  computer  terminals  and  soft- 
ware to  specific  industries  to  perform 
specific  functions.  By  linking  these 
terminals  to  its  giant  computers,  CD 
could  make  them   available  to  small 


companies  as  well  as  to  the  big  com- 
panies that  now  use  them. 

If  Norris  is  right,  these  trends  could 
make  Control  Data's  future.  For  one 
thing,  time-sharing  favors  huge  su- 
percomputers, an  area  where,  in  spite 
of  its  small  size,  Control  Data  outdoes 
even  IBM.  Second,  in  the  field  of 
time-sharing,  IBM  has  one  hand  tied 
behind  its  back.  In  1956  IBM  signed 
a  consent  decree  that  provided,  among 
other  things,  that  its  Service  Bureau- 
its  time-sharing  operation— had  to  be 
operated  separately  and  independent- 
ly from  the  rest  of  the  company.  In 
effect,  this  was  intended  to  prevent 
IBM  from  using  its  heft  to  take  over 
time-sharing;  in  this  field  it  would 
have  to  take  its  chances  along  with 
everybody  else.  Norris  is  clearly  hop- 
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ing  that  his  current  suit  against  IBM 
(sec  box,  p.  34)  will  result  in  more 
restraints  on  his  big  competitor. 

Is  tliis  a  gamble?  Obviously  it  is  a 
crucial  one  for  Control  Data,  brought 
on  in  part  by  necessity.  Interestingly, 
Norris*  approach  isn't  far  removed 
from  that  which  General  Electric's 
remaining  computer  division  is  en- 
gaged in.  In  abandoning  computer 
manufacturing,  GE  did  not  get  out  of 
time-sharing;  GE  is  still  in  the  busi- 
ness in  a  fairly  big  way  and  is  re- 
portedly making  money  at  it. 

In  dollar  terms,  CD  remains  a  rath- 
er poor  fourth  among  IBM's  also-rans, 
smaller  than  Honeywell,  Sperry  Rand 
or  Burroughs.  But  this  is  not  the 
whole  stor> :  In  the  small  but  poten- 


tially promising  market  for  giant  com- 
puters, those  costing  up  to  $10  mil- 
lion. Control  Data  leads  even  IBM. 
In  peripheral  ecjiiipment,  a  growing 
part  of  the  business,  CD  is  now  the 
largest  independent. 

But  is  CD  big  enough  and  rich 
enough  to  make  giant  strides  where 
GE  and  RCA  both  failed?  Before  1968 
the  answer  would  almost  certainly 
have  been  no.  But  in  1968  Norris 
and  his  then  financial  vice  president, 
Harold  Hammer,  made  the  merger 
with  Commercial  Credit  Co.  In  those 
pre-1970  days  of  computer  glamour, 
many  analysts  sneered  at  the  merger. 
•  It  married  a  beautiful  young  computer 
compan}'  to  a  sagging  old  money- 
lender. No  growth-stock  ratios  for  that 
sort  of  thing!  But  they  had  it  all 
wrong.  Because  Commercial  Credit 
was  a  laggard  company,  it  offered  a 
relatively  easy  opportunity  for  greatly 
improved  earnings.  .\nd  the  tight  mon- 
ey conditions  that  skewered  CD  prove 
a  boon  to  this  moneylender. 

It  was  the  Commercial  Credit  stock 
that  saved  CD  last  year  when  its  loans 
fell  due.  And  it  was  Credit's  rising 
earnings  that  kept  CD's  head  above 
water  during  the  excruciating  days  of 
1970  and  1971.  For  all  of  1970,  Con- 
trol Data  lost  $37  million  after  taxes, 
but  Commercial  Credit's  profits,  $38 
million,  made  up   the  loss.   In   1971 
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Credit  netted  $50  million,  and  CD's 
losses,  aided  by  an  accounting  change, 
dropped  to  $10  million;  overall,  then, 
the  company  stayed  well  in  the  black 
last  year. 

True,  until  this  year  Commercial 
Credit  paid  no  dividends  to  CD;  but 
the  equity  was  piling  up  behind  Com- 
mercial Credit  stock,  making  it  ever 
more  valuable  as  collateral. 

The  fact  remains,  however:  Con- 
trol Data  will  need  additional  equity 
capital  if  it  is  to  make  its  strategy 
work.  It  is  limited  in  the  amount  it 
can  directly  tap  from  Commercial 
Credit.  Commercial  Credit  can  and 
does  finance  Control  Data  leases  but, 
like  any  moneylender,  CCC  and  its 
creditors  want  to  see  assets  behind 
their  loans.  The  fact  is  that  the  losses 
of  1969-71  ate  away  much  of  Control 
Data's  own  limited  equity  capital;  in 
that  short  period  its  equity  shrank 
from  nearly  $250  million  to  about  an 
adjusted  $160  million,  as  calculated 
by  the  banks  in  the  line  of  credit 
agreement.  Today,  in  CD's  total  capi- 
tal base  of  $450  million,  a  dangerous 
65%  represents  borrowed  money.  Some 
$135  million  of  $290  million  in  long- 
teiTn  debt  represents  money  owed  to 
the  banks  due  September  1973. 

Chronically  .short  of  money,  CD  has 
had  to  resort  to  costly  expedients.  In 
late  1969,  in  order  to  get  cash  plus 
some  profits  for  the  annual  statement, 
Harold  Hammer  sold  off  some  $39 
million  worth  of  computer  lease  rights 
to  banks.  This  relieved  some  pres- 
sure, but  it  meant  foregoing  a  good 
return  and,  moreover,  parting  with 
some  of  the  choicest  leases. 

To  finance  its  fast-growing  foreign 
leasing  operations,  CD  has  $87  mil- 
lion in  loans  guaranteed  by  Washing- 
ton's 'Export-Import  Bank.  The  price 
is  right:  just  one-half  of  1%  over  prime. 
However,  the  Export-Import  Bank  will 
only  insure  half  of  the  price  of  the 
computer.  That  means  that  CD  must 
finance  the  remainder  at  higher  rates. 

Obviously,  CD  must  find  more  per- 
manent and  favorable  kinds  of  financ- 
ing for  its  foreign  lease  installations. 
Commercial  Credit  unfortunately  can't 
finance  CD's  foreign  leasing.  It  wasn't 
established  abroad  until  very  recent- 
ly. It  is  still  far  too  small  there  to  be 
much  help. 

So  there  is  only  one  way  out:  in- 
creasing earnings,  which  will  enable 
CD  to  do  equity  financing.  Control 
Data's  capitalization  today  is  suffi- 
ciently large  (14.3  million  shares)  so 
that  a  couple  of  million  additional 
shares  would  not  represent  an  in- 
tolerable amount  of  dilution.  There  is 
only  one  trouble:  In  the  low  70s, 
CD  stock  is  selling  at  a  price  that 
would  make  equity  financing  terribly 
expensive.  With  a  book  value  of  about 


$45  a  share,  the  present  price  repre- 
sents a  premium  of  about  65%  over 
book  and  represents  a  P/E  ratio  of 
not  much  more  than  18  times  prob- 
able 1972  earnings.  For  an  indus- 
trial stock,  this  would  be  a  good  price; 
for  a  computer  stock  it  is  dirt  cheap. 
Unlike  many  growth  stocks,  Control 
Data  has  recovered  only  a  small  part 
of  the  ground  it  lost  in  the  1970  crash 
because  of  its  computer  deficit,  and 
CD  now  sells  for  about  40%  of  its 
1968  high  of  174.  Its  total  market  val- 
ue is  only  shghtly  more  today  than 
that  of  a  much  smaller  computer  stock 
like  Digital  Equipment. 

As  early  as  last  November,  Norris 
was  seriously  considering  an  equity 
offering,  but  the  stock  market  turned 
weak  and  CD  dipped  as  low  as  32J4 
again.  The  plan  was  dropped.  "What 
was  the  point,"  asks  financial  Vice 
President  Marvin  G.  Rogers,  "of  sell- 
ing 1  million  shares  and  raising  only 
$40  million?  We'd  just  have  had  to 
come  back  again  for  more  shortly.  We 
need  $100  million.  We'll  probably  try 
for  it  late  this  year.  If  the  market  is 
right."  For  the  rest  of  this  year,  Rog- 
ers feels  CD  can  scrape  by  on  what  is 
left  of  its  line  of  credit  plus  dividends 
from  Commercial  Credit,  about  $24 
million,  the  first  cash  return  the  merg- 
er has  brought. 

The  Lure  of  Leasing 

This  hunger  for  capital  is,  of  course, 
one  of  CD's  worst  problems,  but  it 
stems,  ironically,  from  some  of  its  best 
opportunities.  Leasing  is  more  profit- 
able in  the  long  run  than  selling  com- 
puter equipment,  and  CD's  leasing 
and  service  revenues  are  growing  fast: 
30%  of  total  revenues  in  1969,  43% 
this  year;  higher  still  by  1973.  But 
leasing  means  carrying  the  computer, 
and  this  takes  capital.  Time-sharing 
also  takes  sizable  amounts  of  capital, 
since  Control  Data  continues  to  own 
the  equipment. 

CD's  foreign  operations  are  grow- 
ing very  fast,  and  they  are  becoming 
more  oriented  toward  time-sharing 
and  leasing  than  to  direct  sales.  There 
is  little  doubt  that  the  foreign  market 
as  a  whole  will  continue  its  fast 
growth.  Last  year  some  3.5%  of  CD's 
revenues  came  from  abroad.  Better 
yet,  foreign  operations  were  well  in 
the  black,  netting  $12  million  last  year, 
up  from  a  bare  $1  million  in  1970. 

Early  in  1972  CD  received  an  im- 
portant order  from  the  largest  bank  in 
Switzerland,  the  $10-billion-assets  Un- 
ion Bank,  for  two  Cyber  70  model  73 
computers  worth  $12  million.  This  is 
a  potentially  big  breakthrough  for  CD. 
It  is  pinning  its  hopes  on  this  series 
for  making  significant  inroads  into 
the  commercial  and  financial  market. 

Norris  has  been  saying  for  some 
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time:  "Tlie  business  market  for  pow- 
erful computers,  where  we  are  strong, 
is  coming  up  to  us."  Until  recently  that 
was  premature.  But  today,  and  cer- 
tainly over  the  next  five  years,  it  is 
likely  to  be  the  case.  The  trouble  is, 
CD's  powerful  computers,  normally 
used  by  Government  and  science,  are 
"numbers  crunching  oriented."  What 
the  commercial  market  wants  is  to 
tailor  that  power  and  speed  to  specific 
problem  solving. 

Norris  claims  he  is  well  aware  of 
this  need  and  that  outside  critics  don't 
realize  that  CD  has  addressed  its  at- 
tention to  developing  products  for 
specific  markets. 

As  one  example,  Norris  points  to 
manufacturing  controls.  "We  are  de- 
veloping software  programs  which  will 
provide  an  effective  material /produc- 
tion control  system.  Since  material 
and  production  control  problems  in 
the  factory  have  yet  to  be  satisfactori- 
ly solved,  when  we  introduce  this  sys- 
tem early  next  year  I  expect  there  will 
be  widespread  demand  for  our  sys- 
tem." Agrees  an  analyst,  "The  fac- 
tory is  one  area  where  CD  has  great 
access  because  it  will  be  engineers 
talking  to  other  engineers  on  a  cost- 
effective  problem-solving  basis.  I  think 
the  potential  there  is  very  substantial." 

Another  big  area  for  software  ap- 
plications are  the  banks  and  other 
financial  institutions  where  Norris  is 
employing  over  100  men  to  develop 
programs.  The  recent  Union  Bank  or- 
der is  a  good  example.  Says  Norris, 
"The  cost  of  the  software  alone  in  the 
order  is  $4  million.  It  is  the  key  ele- 
ment in  the  large  CD  computer  sys- 
tem which  will  ultimately  handle  the 
entire  banking  operation."  Norris  in- 
tends that  this  software  will  provide 
the  base  for  sales  to  other  large  finan- 
cial institutions.  Capital,  capital,  capi- 
tal. All  this  will  take  increasing 
amounts  of  it. 

As  far  as  computers  themselves  are 
concerned,  CD  has  been  criticized  for 
its  overdependence  on  the  most  ex- 
pensive end  of  the  line.  Norris,  realiz- 
ing he  hasn't  the  resources  to  develop 
small  and  medium  computers  as  IBM 
has  done,  looked  around  for  an  al- 
ternative. An  acquisition?  A  merger 
with  a  maker  of  small  computers?  Nor- 
ris is  skeptical  about  mergers.  Instead, 
last  January  he  opted  to  enter  into  a 
joint  venture  with  National  Cash  Reg- 
ister (for  which  CD  had  once  built 
small  computers)  to  produce  a  sub- 
stantial portion  of  the  computer  pe- 
ripheral equipment  used  with  CD 
and  NCR  equipment. 

The  company.  Computer  Peripher- 
als Inc.,  will  have  $50  million  in  net 
as.sets  and  will  make  equipment  to  be 
used  by  both  companies,  like  punchcd- 
card    and    magnetic-tape    equipment 


and  high-speed  printers. 

Explaining  the  move,  Norris  says: 
"If  we  had  tried  to  merge  two  large 
organizations  with  different  markets' 
and  businesses  and  separate  market- 
ing organizations,  the  job  of  properly 
digesting  the  merger  would  be  ex- 
tremely long  and  full  of  friction.  It 
would  probably  take  close  to  ten  years 
of  hard  work  before  it  would  be  run- 
ning smoothly.  This  way  NCR  and 
CD  each  can  pursue  its  own  goals 
and   markets   immediately."   Further- 


ably  will  be  more,  CD  has  found  a 
useful  approach  for  reaching  into  mar- 
kets that  it  can't  afford,  but  can't 
afford  to  be  left  out  of  ff  they  are  to 
remain  competitive." 

'But  CD's  biggest  commitment,  an 
estimated  $20  million  with  more  to 
come,  has  been  to  the  Star  100  sys- 
tem^  This  next  generation  computer 
will  suipass  the  current  Cyber  70  line. 
.  If  successful.  Star  will  give  CD  an  ex- 
tra lever  into  the  commercial  market. 
But  Star  is  an  expensive  machine. 


Management  Gap?  The  departures  of  Harold  H.  Hammer  (left)  and 
Seymour  Cray  raise  the  important  question  of  whether  William  C.  Norris 
(right),  now  60,  has  groomed  any  potential  successors.  Norris  insists  he's 
making  plenty  of  room  for  others.  "I  give  managers  their  heads.  We're  a 
big  company  now;  a  big  company  can't  be  run  by  one  man's  decisions." 


more,  CD  is  off  the  hook  on  charges 
of  antitrust  and  restraint-of-trade 
charges,  an  important  consideration 
for  a  company  suing  IBM  for  much 
of  the  same  thing  (see  box) . 

Norris  points  out  that  CD  also  had 
made  similar  joint  ventures  with  two 
major  foreign  computer  makers,  in 
France  and  Germany,  and  is  looking 
for  more.  Says  he,  "Eight  years  ago 
when  I  proposed  such  common  coop- 
erative arrangements,  I  was  almost 
laughed  at  as  if  it  were  an  affront. 
Now  that  they  realize  the  costs  in- 
volved in  competing  with  IBM,  com- 
panies are  quite  eager  to  work  some- 
thing out." 

As  one  analyst  put  it,  "Each  of 
these  joint  ventures  taken  by  itself 
isn't  that  impressive,  but  when  you 
take    all    of   them,    and    there    prob- 


up  to  $10  million  each,  and  only  two 
firm  orders  are  in  hand  even  after  five 
years  of  development  work.  At  this 
point,  the  Star  system  is  still  a  gam- 
ble, albeit  a  promising  gamble. 

CD's  tight  financial  condition  is 
forcing  Norris  to  gradually  reduce  his 
strongest  tnimp  card,  research.  CD 
spent  some  $50  million  last  year;  this 
year  it  will  spend  about  7%  less.  Hard- 
est hit  will  be  early  work  on  projects 
like  the  8000  series,  which  CD  saw 
as  the  supercomputer  of  the  next 
decade.  CD  can  no  longer  afford  to 
spend  heavily  on  costly  future  re- , 
search.  Only  IBM  can  afford  that.  ' 

In  this  austere  atmosphere  and  with 
increased  emphasis  on  developing  cur- 
rent markets,  this  spring  CD  lost  the 
services  of  its  acknowledged  resident 
computer  genius,  47 -year-old  Seymour  ^ 
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The  American  DoUar  b 
Stronger  than  Ever  in 


Mexico  treats  conventions  with  courtesy, 

wamitli  and  a  healthy  regard  for  the 

value  o£  the  American  dollar! 


//  you're  weary  of  those  exorbitantly 
ir'tced  " convention"  cities  with  crowded  hotels  and 
estaurants  all  competing  to  overcharge  you, 
onsider  Mexico. 

Mexico!  The  nearby  faraway  place  you  can 
3t  to  in  a  few  hours.  Where  convention  facilities 
latch  or  surpass  any  in  the  world  today.  Where  you 
tay  In  a  luxury  skyrise  hotel  or  a  gracious  hacienda 
or  a  fraction  of  the  cost  of  the  "big  town."  Where 
ou  dine  in  gourmet  restaurants  on  a  delectable 
hoice  of  Continental,  North  American  and  authentic 
Mexican  haute  cuisines.  Where  the  night  life  is 
»pbeat  and  scintillating,  with  sophisticated  night 
'tubs,  modern  discotheques  and  quaint  cantinas 
-ith  native  music. 

And  yet,  there  also  is  the  unmistakable 
?eling  of  a  country  steeped  in  tradition  —  a  country 
f  ancient  ruins,  breathtaking  cathedrals,  and 
jOmantic  open  air  markets.  The  roar  of  the  crowd 
|tthe  bullring,  and  the  pulsating  excitement  of 
he  Ballet  Folklorico  get  into  your  blood.  Over  5,000 
■liies  of  unspoiled  beaches  beckon  you  to  fish, 
'Vim  and  sail  in  azure  waters. 
j  And  the  climate  for  all  this  high  life  is 

bthing  short  of  magnificent.  Our  glorious  weather 
I  so  predictable,  we  can  actually  guarantee  what  it 
''ill  be  like  at  all  times  of  the  year! 

When  you  settle  down  to  business,  you  do 
in  comfort.  It's  a  fact  that  Mexico  City,  Acapuico 
nd  Guadalajara  are  equipped  to  handle  the  largest 
onventions.  They  all  boast  a  wide  choice  of 
lodern  hotels  and  convention  facilities  capable  of 
ccommodating  thousands  of  delegates  at  a  time. 


You  can  order  complete  audio-visual  equipment 
installed,  multi-lingual  stenographers  to  serve 
international  delegations,  and  you  can  even  hire 
local  professional  designers  to  build  exhibits 
or  displays,  often  for  less  money  than  you'd  pay 
back  home. 

The  temporary  importation  of  goods  and 
articles  of  all  kinds  for  exhibition  during  conventions, 
fairs,  congresses  and  the  like  is  handled  by  a 
special  committee  empowered  to  issue  permits. 

If  your  group  is  somewhat  smaller  than  an 
army,  think  about  glamorous  Puerto  Vallarta, 
playground  of  the  play  people . . .  flavorful 
Mazatlan  . . .  the  garden-resort  city  of  Cuernavaca . . , 
and  such  colorful  spots  as  Oaxaca,  Monterrey, 
Guanajuato,  San  Miguel  de  Allende  and  Merida. 
Every  one  of  them  has  the  facilities  and  services 
to  handle  small  to  medium  size  groups.  And 
everywhere,  you  are  greeted  in  English  by  people 
whose  warm  smiles  are  sincere  and  whose  manners 
are  impeccable.  The  people  of  Mexico  are  genuinely 
glad  to  see  their  North  American  neighbors. 

We  confidently  believe  that  Mexico  is  the 
only  country  in  the  world  today  which  offers  you 
this  combination  of  complete  convention  and 
personal  accommodations,  magnificent  surroundings, 
and  true  dollar  value.  For  information,  write  to 
Director  of  Conventions,  Mexican  National  Tourist 
Council,  677  Fifth  Avenue,  New  York,  N.Y.  10022. 

Mexican  National  Tourist  Council 
Mexican  Government  Department  of  Tourism 
Convention  Bureaus  of  Mexico  City, 
Acapuico  and  Guadalajara 


Cray.  Along  with  Norris,  Cray  was 
one  of  the  six  founders  of  CD  back  in 
1957.  In  the  short  run  CD  won't  miss 
Cray,  but  five  years  from  now  it  may; 
Cray  was  the  man  who,  with  a  Umited 
research  team,  designed  computers 
that  IBM  couldn't  touch. 

Norris'  reaction  to  Cray's  leaving  is: 
"It  was  inevitable.  You  can't  keep  an 
individualist  like  Seymour  working  for 
a  giant  corporation.  He  won't  be  con- 
fined by  organizations.  Look  at  it  this 
way:  How  many  companies  have  man- 
aged to  secure  the  services  of  a  bril- 
liant innovator  like  Seymour  Cray  for 
more  than  a  decade?  I  think  we  got 
more  than  we  ever  had  the  right  to 
expect."  And  Norris  points  out  that  CD 
still  has  first  call  on  any  future  Cray 
inventions. 

Cray's  leaving  raises  the  larger  ques- 
tion of  management,  perhaps  the  most 
crucial  one,  in  the  complex  equation 
of  Control  Data.  Who  will  replace— or 
can  anyone  replace— Bill  Norris,  who 
will  be  61  next  month.  If  ever  a  com- 
pany owes  its  triumphs,  its  disasters 
and  its  survival  to  one  man,  it  is  Con- 
trol Data. 

Norris  is  a  brilliant  man.  He  is  also 
a  difficult  man.  Harold  H.  Hammer, 
the  man  who  pulled  CD  through  its  lat- 
est financial  crisis,  resigned  last  year 
after  one  fight  too  many  with  Norris. 
He  is  bitter  about  the  whole  affair. 
He  is  not  the  first  CD  top  executive 
to  leave  in  a  huff. 

Norris  insists  that  he  is  now 
the  boss  only  in  the  policy  area,  di- 
vorcing himself  from  the  more  current 
decisions  and  operations. 

What  of  the  immediate  future?  CD's 
computer  operations  will  probably  be 
in  the  black  this  year,  and  with  some 
luck  it  could  earn  between  80  cents 
and  $1  a  share  in  1973.  Commercial 
Credit  could  earn  around  $3.90,  so 
the  combined  company  might  earn 
between  $4.75  and  $4.90  a  share. 
Beyond  1973,  the  situation  is  more 
cloudy.  CD  will  benefit  in  late  1973 
and  in  1974  from  a  big  $87-million 
contract,  the  Air  Force  Advanced 
Logistics  System,  that  could  be  quite 
profitable,  and  from  a  rising  rental 
and  service  base.  But  much  still  de- 
pends on  the  state  of  the  economy 
and  the  salability  of  the  Star  100 
system.  If  both  are  going  well  then, 
1974  could  turn  out  to  be  a  record 
year— over  $5.50  a  share  even  with 
1  million  or  more  new  shares  out- 
standing as  a  result  of  equity  financ- 
ing. But  such  figures,  it  must  be 
emphasized,  are  not  predictions.  They 
are  merely  projections.  A  good  deal 
could  still  go  wrong.  The  Star  com- 
puter could  flop.  Time-sharing  might 
never  take  ofl^.  Commercial  Credit 
could  have  an  off-year. 

If  the  worst  happens  and  earnings 
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Ntiw  York  utv  Utt  iracK  Betting  CorpfifatKjfi 


Winning  Ticket?  New  York  City's  Off-Track  Betting  is  the  kind  of  com- 
puter sale  that  Norris  hopes  to  make  more  of.  Control  Data  terminals  in 
bet  shops  around  the  city  are  hooked  to  a  centrally  located  computer. 


fail  to  come  through,  Bill  Norris  will 
be  in  a  fix.  He  needs  computer  earn- 
ings, not  just  money-lending  earnings, 
to  get  a  good  price  on  his  stock.  He 
needs  a  higher  price  on  his  stock  to 
raise  the  equity  capital  he  needs. 
Thus  he  needs  earnings  now,  not  in 
the  hereafter.  A  brilliant  long-range 
strategy  is  useless  if  the  short-range 
tactics  fail. 

The  point  is:  Bill  Norris  is  not  a 
man  to  play  a  safe  game.  He  has  al- 
most a  cosmic  sense  about  the  destiny 
of  this  company.  Asked  whether  the 
Commercial  Credit  acquisition— which 
saved    Control    Data's    hide  —  wasn't 


pure     luck,      he     recently     replied: 

"Luck?  Hell  yes.  And  what  else  is  i 
good  management  than  being  lucky? 
Do  you  dream  that  IBM  would  dom- 
inate this  field  today  if  Remington 
Rand  had  been  headed  by  an  ag- 
gressive man  when  it  had  computers 
locked  up— instead  of  being  run  by  old 
Jim  Rand?  I  guess  you  can  say  that  I 
Jim  Rand  was  good  luck  for  IBM." 

To  get  back  to  our  question:  Can  i 
Control  Data  Make  It?  The  chances  ^ 
may  look  good  now,  but,  as  Bill  C. 
Norris  himself  puts  it,  everybody  in 
the    computer    business    except    IBM  '• 
still  faces  "serious  risk."  ■ 


m//  the  Courts  Decide? 


Control  Data's  drive  for  a  ma- 
jor spot  in  the  world  computer  mar- 
ket may  be  decided  more  in  the  law 
courts  than  in  laboratory  or  in  the 
data  processing  center.  In  1968 
Norris  launched  a  lawsuit  against 
IBM  asking  an  estimated  $3  billion 
in  antitrust  damages  and  the  break- 
ing up  of  his  giant  competitor.  It 
holds  that  IBM's  control  of  the 
market  (estimated  at  62%)  is  main- 
tained by  unfaii-  and  illegal  tactics. 

If  the  suit  was  intended  to  fright- 
en IBM  into  adopting  a  more  timid 
stance,  it  hasn't  worked:  IBM's 
market  share  remains  as  high  as 
before,  its  business  tactics  as  ag- 
gressive as  ever.  In  fact,  IBM  has 
countersued,  accusing  Control  Data 
of,  among  other  things,  forcing 
brokers  to  buy  its  computers  in  re- 
turn for  brokerage  business. 

Neither  case  has  yet  come  to 
court,  and,  in  the  past,  IBM  has 
Ix^cn  remarkably  successful  in  keep- 


ing cases  against  it  out  of  the  court- 
room by  a  combination  of  legal  tac- 
tics and  out-of-court  settlements. 

Meanwhile,  there  is  a  Justice 
Department  antitrust  suit  against 
IBM.  It  is  even  more  far-ranging, 
and  could  result  in  a  redistribution 
of  the  entire  data  processing  market. 

Will  either  case  get  to  court  any 
time  soon?  The  recent  ITT  outcry 
increases  the  chances  they  will, 
because  the  Government  is  going 
to  be  nei-vous  about  an  out-of- 
court  settlement.  Sooner  or  later  the 
matter  is  almost  certain  to  come  to 
court.  There  are  those  wlio  think 
IBM  could  avoid  a  court  test  by  of- 
fering Norris  a  generous  out-of-court 
settlement,  but  those  who  know 
Norris  well  doubt  this.  A  man  with 
a  sense  of  destiny,  Norris  would  be 
unlikely  to  settle  for  anything  less 
than  a  major  victory  under  terms 
IBM  could  not,  in  fairness  to  its 
own  stockholders,  accept. 
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A  lot  of  companies  have  inventors. 
But  only  one  communications  company 

has  Bell  Labs. 


That  company  includes,  of 
course,  your  local  Bell  Company. 

Let's  say  one  of  our  repairmen 
runs  into  a  baffling  problem  in  your 
computer's  telecommunications  sys- 
tem. 

The  first  thing  he  does  is  call  in 
the  experts. 

They  might  be  people  from 
Western  Electric.  The  people  who 
built  your  equipment. 

Or  even  the  people  from  Bell 
Labs  who  developed  your  equipment  in  the  first  place.  Bell  Labs  is 
where  computers  learned  to  talk  over  the  telephone. 

Or  if  something  as  totally  disruptive  as  a  natural  disaster 
puts  your  communications  out  of  whack,  our  repairmen  have  the 
people  and  resources  of  22  other  associated  Bell  Companies  to 
back  them  up. 

WeVe  airlifted  a  lot  of  men  and  equipment  into  a  lot  of  places 
over  the  years.  And  weVe  ready  to  go  again.  Any  time  we're  needed. 
Depth  of  service  like  this  makes  Bell  System  maintenance 
one  of  the  best  bargains  in  your  phone  bill. 
AT&T  and  your  local  Bell  Company. 
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King-Sized  and  Unfiltered 

That's  how  your  headaches  come  when  you  are  the  world's  largest 
tobacco  company— and  virtually  all  your  profits  come  from  tobacco. 


With  sales  of  $4.7  billion,  it  is  al- 
most as  big  as  R.  J.  Reynolds  and 
American  Brands  combined,  and  it 
operates  140  factories  in  55  coun- 
tries, yet  British  American  Tobacco 
Co.  is  in  an  uncomfortable  position 
these  days.  This  is  the  most  interna- 
tional of  all  British  companies— and 
the  third-largest,  after  British  Petrole- 
um and  Shell,  yet  it  dreads  Britain's 
entry  into  the  Common  Market.  It 
sits  squarely  on  top  of  the  cigarette 
industry  in  large  areas  of  the  world 
where  the  health  scare  has  not  yet 
become  serious,  but  its  chairman, 
pipe-smoking  Richard  Dobson,  would 
dearly  love  to  diversify  away  from 
the  tobacco  business. 

BAT  has  a  solid  20%  of  the  non- 
communist  world's  tobacco  business. 
In  the  U.S.,  BAT  makes  Kools  and 
Viceroy  through  its  Brown  &  Wil- 
liamson subsidiary.  In  Gennany,  its 
Kronenfilter  has  30%  of  the  market. 
Outside  of  the  U.S.,  it  makes  and  sells 
such  U.S.  brands  as  Lucky  Strike, 
Pall  Mall  and  Viceroy. 

BAT  is  a  survivor— and  a  rather 
healthy  one— from  the  old  days  of 
global  cartels.  In  1902  the  U.S.'  James 
B.  (Buck)  Duke,  founder  of  the 
American  Tobacco  trust,  and  Brit- 
ain's Imperial  Tobacco  Co.  jointly  set 
up  BAT,  giving  it  all  their  trademarks 
for  worldwide  use  outside  the  U.S. 
and  Britain.  (American  Tobacco  was 
forced  by  the  U.S.  antitrust  authorities 
to  sell  its  share  of  BAT  in  1911.)  In 
all,  BAT  owns  28,000  jealously  guard- 
ed trademarks,  including 
such  well-known  names  as 
Benson  &  Hedges  and  Sir 
Walter  Raleigh  and  such  ex- 
otica as  Tom-Tom,  Miss 
Blanche  and  Lulu.  But  why 
should  the  Common  Mar- 
ket be  a  threat? 

If  the  European  Eco- 
nomic Community  Com- 
mission applies  to  BAT  the 
letter  of  its  constitution,  the 
Rome  Treaty,  it  would  throw 
BAT  into  competition  with 
huge  (.$3.2-billion  .sales) 
Imperial  Tobacco.  Right 
now  Imperial  Tobacco  con- 
trols the  trademarks  in  Eng- 
land that  BAT  controls  else- 
wheie.  It  keeps  out  of 
bat's  European  and  over- 
seas markets,  while  BAT 
keeps  out  of  the  English 
market.  What  the  EEC  de- 
cision would  mean  is  that 
Imperial     Tobacco     would 

36 


compete  with  BAT  on  the  continent 
and  BAT  would  compete  with  Impe- 
rial Tobacco  in  Britain— with  identical 
brands.  "Which  is  really  such  an  im- 
possible situation,"  says  Dobson,  "that 
the  mind  boggles  at  it." 

Another  reason  for  BAT's  distaste 
for  the  Common  Market  is  the  pend- 
ing introduction  in  the  market  area  of 
a  tobacco  duty  that  will  be  partly  a 
flat-rate  sales  tax,  partly  a  percentage 
tax.  Just  how  this  hybrid  tax  is  divided 
will  be  crucial.  The  flat-rate  tax  would 
favor  the  better  quality  cigarette 
popular  in  Britain  and  Germany.  The 
percentage  tax,  supported  by  the 
French,  would  favor  cigarettes  con- 
taining cheaper  tobacco. 

If  the  French  get  their  way,  what 
Dobson  calls  "cheap  and  nasty  ciga- 
rettes" are  hkely  to  spill  over  into 
other  European  markets.  This  could 
crimp  BAT's  increasingly  successful 
bid  to  take  its  Kronenfilter  Europe- 
wide.  "It  may  have  a  disruptive  ef- 
fect on  the  stability  and  price  ratios  of 
cigarettes  in  Europe,"  he  says. 

Next  to  the  Common  Market,  the 
thing  that  worries  Dobson  most  these 
days  is  his  obvious  difficulty  in  diver- 
sifying. His  past  acquisitions  have 
been  consistently  dismal.  BAT  poured 
$208  million  into  a  U.K.  paper  com- 
pany named  Wiggins  Teape  at  a  time 
when  the  U.K.  paper  industry  was  in 
one  of  its  deepest  troughs  ever.  He 
spent  a  further  $150  million  buying 
up  cosmetics  companies  such  as  Yard- 
ley's,  Germaine  Monteil,  Lentheric  and 


Puffing  Harder.  BAT's  tobacco  profits  are  sfill 
solid,  but  not  so  solid  as  to  ease  Chairman 
Richard    Dobson's    worries    about    diversification. 


Morny.  But  the  profits  are  abnost  non- 
existent. Now  Dobson  has  paid  $90 
million  for  a  25%  stake  in  Germany's 
Horten  department  store  chain. 
•  The  problem  was  made  more  press- 
ing by  the  trend  of  last  year's  results. 
For  the  first  time  in  a  decade,  BAT's 
profit  growth  halved,  as  earnings 
dipped  from  $223  million  to  $215  mil- 
lion. It  suffers,  moreover,  in  compari- 
son with  Reynolds,  biggest  of  the 
American  tobacconists.  BAT  earned 
last  year  just  a  shade  over  4  cents  on 
the  sales  dollar;  Reynolds  earned  9 
cents.  On  top  of  this,  Dobson  is  un- 
easy about  the  situation  in  the  U.S., 
where  its  Brown  &  Williamson  sub- 
sidiary's market  share  (16.7%)  slipped 
a  bit  during  1971,  though  it  reported- 
ly had  recovered  by  year's  end.  Says 
Dobson,  "I'd  rather  have  a  5%  growth 
in  the  U.S.  than  a  50%  growth  in 
India.  If  we  don't  do  well  in  the  States 
and  Germany,  we're  sunk." 

Diversify— or  Merge 

Hence  the  pressure  to  diversify. 
Dobson  has  looked  into  tlie  possibility 
of  selling  oft"  part  of  Brown  &  Wil- 
liamson to  create  paper  for  acquisition 
deals.  But  he  can't,  Dobson  says,  l)e- 
cause  "you  get  such  a  miserable  price 
for  a  tobacco  business.  I  doubt  if  we 
could  sell  it  off  at  more  than  a  price/ 
earnings  ratio  of  11,  at  the  most." 

Dobson  is  still  casting  around,  look- 
ing at,  for  example.  Green  Giant.  But 
without  high-priced  paper  of  a  public 
company,   he   has   to   come   up   with 
cash.      "Using      cash,      we 
could  have  got  Green  Giant 
at   $40   a    share,"   he   says, 
"but  it  would  have  taken  us 
another  five  years  to  bieak 
even  on  it." 

Curiously,  for  all  of  Dob- 
son's  interest  in  nontobacco 
growth,  the  merger  that 
looks  most  proinising  just 
now  is  with  Imperial  Tobac- 
co. Since  Imperial  already 
owns  28%  of  BAT's  slock 
and  two  of  'ts  directors  pres- 
ently sit  on  B.\T's  board, 
such  a  deal  might  not  l)e 
hard  to  pull  oH.  This  would 
create  an  $8-bil]ion-sales 
colossus.  It  would  solve  the 
competitive  crunch  Dobson 
worries  about  on  the  conti- 
nent and  in  England.  The 
irony  is  that  it  would  make 
British  American  Tobacco 
even  more  dependent  upon 
the  cigarette  business.   ■ 
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This  Is  a  Bank? 

The  Bank  fur  Gemeinwirtschaft: 
socialists  in  capitalists'  garb. 

As  THOUGH  it  isn't  bad  enough  to  fight 
unions  o\er  wages  and  vvorknig  con- 
ditions, hovv'd  you  Hke  to  compete 
with  them  in  business,  too?  The  big 
German  banks  have  to  right  now. 
Germany's  fourth-largest  and  fastest- 
growing  big  bank,  with  $4.6-billion  as- 
sets, is  the  Bank  fiir  Gemeinwirtschaft 
(roughly,  the  "Bank  for  Public  Wel- 
fare"). It  has  only  19  stockholders,  all 
of  them  either  trade  unions  or  coop- 
eratives. It  is  a  capitalistic  organiza- 
tion, run  by  sociahsts,  which  claims  to 
do  business  with  70%  of  Germany's 
major  corporations. 

It  also  often  shakes  them  up.  In  a 
strike,  it  lends  money  to  strikers.  Its 
attitude  toward  interest  rates  is  pure 
heresy:  It  constantly  is  pressing  the 
;overnment  to  keep  rates  down. 

A  good  banker  is  supposed  to  have 
important  contacts.  Bank  fiir  Gemein- 
wdrtschaft  is  headed  by  Dr.  Walter  Hes- 
elbach,    a    prominent    Social    Demo- 
crat who  is  Chancellor  Willy  Brandt's 
losest  unofficial  financial  adviser. 

In  a  sense.  Bank  fiir  Gemeinwirt- 
chaft  is  a  political  bank.  It  finances 
bout  50%  of  GeiTnany's  trade  with  Is- 
ael.  "The  Israelis  didn't  want  to  deal 
with  ex-Nazis,"  says  Dr.  Diether  H. 
Hoffmann,  who  directs  BfG's  big  in- 
ternational operations.  "They  were 
sure  they  wouldn't  find  any  ex-Nazis 
here."  BfG  will  not  touch  any  loans  in- 
volving the  present  Greek  military  jun- 
ta. It  has,  by  contrast,  been  very  ac- 
tive in  promoting  East-West  trade.  It 
was  part  of  a  bank  consortium  that 
has  lent  the  Soviet  Union  around  $200 
million  to  build  a  natural  gas  pipeline 
Tom  Siberia  to  West  Germany  and  is 
preparing  to  lend  $200  million  more. 

BfG  can  be  very  ventiu-esome  when 
he  occasion  demands.  The  big  Stinnes 
empire  was  in  serious  trouble  a  few 
years  back.  The  other  banks  were  for 
putting  Stinnes  into  bankruptcy.  BfG 
jdissented.  It  was  concerned  with 
the  15,000  Stinnes  workers  and  their 
lobs.  In  the  end,  it  saved  the  jobs  and 
aiade  a  profit  on  the  deal. 

Politics  and  public  welfare  notwith- 
standing, BfG  keeps  a  close  eye  on  the 
bottom  line.  According  to  HoflFmann, 
its  return  on  assets  is  comparable  to 
that  of  other  major  German  banks, 
about  1.5%.  BfG  netted  $10  million  last 
year,  the  bulk  of  which  it  reinvested; 
its  owners  don't  want  dividends  be- 
icause,  under  German  law,  they  would 
have  to  pay  the  taxes  on  them. 
,  A  strange  animal,  BfG.  Half  capi- 
talist, half  socialist,  but  withal  a  well- 
run  business.  ■ 


imimio'- 


EXPERIMENTS 
IN  PLEASURE 

If  a  good  scotch  offers  unlimited 
opportunities  for  enjoyment, 
imagine  the  possibilities  with 
a  great  scotch. 


j% 


RARE 
SCOTCH 

The  Pleasure  Principle. 
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If  you  want 

to  know  more  about 

North  American  Rockwell, 

look  under  a  truck. 


Take  a  good  look. 

The  trailer  axles?  Ours.  We've  built  mor 
of  them  than  all  other  builders  combinec 
Brakes?  Ours,  too.  Seven  out  of  ten  heavy 
duty  rigs  stop  with  our  brakes. 

Drive  axle,  front  axle,  suspension  spring: 
U-joint  and  drive  shaft.  All  ours.  And  whil 
you're  looking  around,  check  the  cab  an 
engine  compartment.  The  air,  water,  fuel  an 
oil  filters  are  ours,  too. 

Now,  look  ahead.  We  are. 

With  innovations  like  fiber  glass  hood 


North  American  Rockwell  -wherl 


wers  and  other  components 
;)on,  there  will  be  a  mini- 
3'puter  on  board.  It's  part 
jr  Skid-Trol®  brake  sys- 
r  It  electronically  mon- 
C5  and  synchronizes 
h  el  deceleration  to 
•(ent  jackknifing.  It's 
ffig  developed 
/Dur   Automotive 
ennicai  Center 
II  a  direct  assist 


from  our  Electronics  Group.  It's  another  example  of 
how  North  American  Rockwell  is  putting 
science  to  work  solving  everyday  problems. 
Want  to  hear  more  about  North 
American  Rockwell  and  our 
automotive  products?  Write 
North  American  Rockwell, 
Dept.  815,  Fifth  Avenue 
and  Wood  Street, 
Pittsburgh,  Pa. 
15222.  Ask  for 
'Automotive." 


fcience  gets  down  to  business. 


I 


Hercules  tackles  the  bouncing  credit  card. 


Our  cash-less,  check-less  society  will  be  built 
on  a  little  2"  x  3"  plastic  credit  card. 
Unfortuhately,  the  plastic  sometimes  turns  to 
rubber  The  stolen  card,  the  lost  card,  the  bad 
card-they're  the  flies  in  the  ointment. 

And  Hercules-yes,  Hercules,  the 
chemical  company— has  found  the  way  to 
catch  the  flies. 

Our  subsidiary  Data  Source  Corporation 
has  developed  the  first  practical  reader  for 
today's  embossed  credit  cards.  Tied  into  an 
on-line  computer  system,  our  terminal  flashes 
credit  information  in  a  matter  of  seconds- 
even  for  those  millions  of  cards  now  in 
circulation.  It  can  be  a  life-saver  and  dollar- 
saver  for  banks,  oil  companies,  department 
stores  and  merchants. 


But  the  real  news  isn't  in  the  technology  of 
the  machine.  It's  in  the  fact  that  Hercules  is 
involved. 

Here's  a  chemical  company  that's  branching 
out  into  many  non-chemical  fields.  Housing. 
Construction.  Waste  disposal.  Electronics. 
What  makes  us  think  we  can  make  a  go  of  it? 
We  happen  to  believe-strongly-that  the 
management,  technological,  and  marketing 
skills  that  made  us  a  winner  in  the  tough 
chemical  business  can  work  just  as  hard  and 
just  as  well  for  us -in  other  areas.  We  pick  them 
carefully  wait  for  the  right  moment-and  then 
go  at  it  hammer  and  tongs. 

Any  company  that  does  less  today  will  do 
much  less  tomorrow. 


HERCULES 

Hercules  Incorporated, 
Wilmington,  Delaware  19899 


Does  this  sound  like 

an  ordinary  cliemical 

company  to  you? 


Q-'l-AH 


The  Money  Men 


'Mutual  Funds  Haven't  Peaked' 


Where  is  the  small  investor  of  to- 
day going  to  put  his  money  tomor- 
row? Into  the  bank?  Into  U.S.  sav- 
ings bonds?  Insurance?  Ta.x-exempt 
municipals?  Or  even,  French-peas- 
ant-like, into  his  mattress,  develop- 
ing an  imholy  lust  for  "glittering, 
yellow,  precious  gold"? 

None  of  these,  says  seventh-gen- 
eration Boston  money  manager 
George  Putnam.  Then  where?  Into 
—hold  your  hat— mutual  funds,  in- 
sists this  Boston  Brahmin,  whose 
eight  Putnam  funds  have  $2.3  bil- 
lion in  assets.  He  believes  the  funds 
are  on  the  threshold  of  a  new  era 


Putnam  of  Putnam  Funds 


"1?^ 


of  growth  that  could  easily  double 
or  triple  the  industiy's  size. 

How's  that  again?  Mutual 
funds?  At  a  time  when  sales  are  so 
listless,  and  redemptions  so  high, 
that  the  industry  has  been  unable 
to  prevent  a  net  outflow  of  money 
in  three  of  the  last  five  months  re- 
ported? What  kind  of  a  crackpot 
theory  is  that? 

Well,  George  Putnam  has  his 
reasons;  and  before  you  say,  "Come 
off  it,"  you  had  better  hear  him  out. 

Putnam  sees  the  current  decline 
in  fund  sales  and  the  huge  leap  in 
redemptions  as  temporary  phe- 
nomena fueled  by  a  bad  press— often 
undeserved— a  weak  leadership  by 
the  Securities  &  Exchange  Commis- 
sion and  demoralization  caused  by 
the  current  fund  sales  setup.  Re- 
cent legislation  has  made  the  con- 
tractual plan,  formerly  the  main 
way  the  industry  forced  small  in- 
vestors to  save  monthly,  far  less 
profitable  to  sell. 

But  Putnam's  case  for  optimism 
is  that  new  mass-merchandising 
mechanisms  are  coming  that  will 
bring  mutual  funds  to  millions  of 
people  never  reached  by  the  old 
sputtering  system.  Two  examples 
are  potential  fund  sales  through 
Sears,  Roebuck  stores  and  Ameri- 
can E.xpress  credit  cards. 

Yet  Putnam  claims  he  has  an- 
other alternative  that  will  turn  out 
to  be  even  more  significant  in 
reaching  the  small  investor— sales 
through  employers.  Up  to  now,  the 
fund  industry,  except  through  its 
now-castrated  contractual  plan,  has 
had  great  trouble  reaching  the 
small  saver.  It  mainly  tapped  sav- 
ings already  accumulated.  But 
Putnam  hopes  to  make  use  of  his 
big-company  contacts  that  result- 
ed from  the  merger  in  1970  of  Put- 
nam Management  with  Marlennan 
Corp.,  a  holding  company  for  the 
nation's  biggest  insurance  brokers. 
Marsh  &  McLennan.  "We  hope," 
says  Putnam  confidently,  "to  go 
through  large  corporations  and  sell 
funds  directly  to  individuals 
through  payroll  deductions." 

Enormous  bookkeeping  problems 
have  been  a  barrier  to  selling  funds 
by  payroll  deduction,  but  Putnam 
figures  his  computer  setup  can  meet 
the  challenge.  He  thinks  Putnam 
could  take  over  entire  company 
thrift  plans  and  add  them  to  the 


$500  million  in  institutional  funds  it 
is  now  managing  (including  most  of 
Brown  University's  money)  if  the 
company  would  like  to  keep  its  own 
name  on  the  plan.  But  he  thinks 
companies  would  get  better  records 
and  fewer  attacks  for  conflict  of  in- 
terest if  payroll  deductions  flowed 
directly  into  a  mutual  fund. 

"Unions  particularly  want  to  be 
able  to  say  that  your  funds  are  man- 
aged by  an  old-line  Boston  manage- 
ment company,"  he  says.  "I  suspect 
that  this  mass  merchandising  would 
take  several  forms  and  the  employee 
would  have  a  number  of  options  in- 
cluding life  insurance  and  pure  sav- 
ings." And  with  that  he  expects 
federal  regulation  of  life  insurance 
on  the  same  basis  that  the  funds  are 
regulated. 

Market  research  shows  that  most 
working  Americans  have  never  been 
approached  by  a  fund  salesman;  in- 
deed, many  do  not  even  know  what 
mutual  funds  are.  So  if  Putnam  and 
his  competitors  can  reach  employees 
of  a  company  like  AT&T,  which  has 
1  million  of  them,  or  General  Motors, 
with  800,000,  mutual  funds  would 
definitely  penetrate  a  new  market. 

Not  that  Putnam  is  hostile  to  the 
independent  investor.  "I  don't  ever 
want  to  discourage  anybody  from  do- 
it-yourself  investment,"  he  says,  "be- 
cause if  you've  got  the  time  and  in- 
terest, it's  a  great  occupation;  and 
it's  good  for  you  to  know  what 
makes  the  economic  part  of  our 
country  tick.  But  you  ought  to  have 
some  money  in  reserve  in  somebody 
else's  hands  that's  watching  it  every 
minute  of  the  time." 

Putnam  believes  that  his  funds 
have  the  performance  record  to  do 
a  good  selling  job  with  the  big  com- 
panies. Three  of  his  funds,  Putnam 
Investors,  Putnam  Growth  and 
George  Putnam  have  portfolios 
similar  to  the  kinds  of  portfolios 
that  most  major  pension  funds 
would  like  to  have.  Their  perfor- 
mance makes  an  ideal  calling  card. 

And  what  about  the  fund  indus- 
try's current  abominable  image?  He 
blames  much  of  it  on  the  SEC  for 
sidestepping  its  leadership  role.  He 
feels  the  SEC  should  have  pushed 
to  set  definite  standards  for  fund 
managers  in  most  controversial  areas, 
but  did  not.  So  rules  are  being  de- 
cided after  the  fact  by  judges  in 
court.  "Legal  expenses  are  the  big- 
gest single  fee  expense  we  have," 
he  says.  "We  found  out  that  our 
lawyers  are  making  more  than  we 


FORBES,   JUNE   15,    1972       41 


198 
1980 


1975 

look  at  it 
this  way: 


To  endure,  your  business  must 
keep  growing.  That's  the  metab- 
olism of  American  business.  And 
to  grow,  you  must 

■  Hold  proven  management 
personnel 

■  Attract  new  blood  for  your 
executives  of  the  70's,  80's 
and  90's. 

You  can  do  both  more  success- 
fully   in    Connecticut     because 


Connecticut  provides  a  total  en- 
vironment of  business  climate, 
residential  quality,  sophisticated 
workers  and  swift  access  to  all 
the  great  centers  of  the  North- 
east. 

Many  of  the  nation's  business 
leaders  already  live  in  Connec- 
ticut. Tomorrow's  leaders  are 
glad  to  start  here.  Join  Connec- 
ticut and  they'll  join  you. 

For  information  on  corporate  of- 
fice or  plant  sites  contact  Mark 
Feinberg,  Managing  Director, 
Connecticut  Development  Com- 
mission, 150  State  Office  Build- 
ing, Hartford,  Conn.  06115. 

Connecticut 

where  the  good  life  pays  off 


Facts  for  your  portfolio  on 


FERRO 


Ferro  Sets  Erst  Quarter 
Sales  and  Income  Records 


•  Ferro  Corporation  consolidated  sales  were 

24%  above  first  quarter  in  1971. 
•Net  income  for  the  first  quarter,  1972, 

reached  89%  above  the  same  period  last  year. 


CONSOLIDATED  RESULTS 


Three  Months 
Ended  March  31 


(Thousands  of  dollars)  1972 

•  Net  Sales $46,573 

•  Income  Before  Taxes 4,427 

•  Income  Taxes 1,864 

•  Net  Income 2,563 

•  Earnings  per  share  based  on 
average  shares  outstanding  $  0.65 


1971 

$37,497 

2,501 

1,143 

1,358 

$0.37 


*  Ferro,  a  multinational  producer  of  specialty  materials  for  the  plastics  and 
ceramics  industries,  last  year  achieved  record  sales  of  $167.5  million,  record 
earnings  of  $2.18  per  share. 


Write  for  our  latest  financial  report: 
Dept.  F-615.  One  Erievievv  Plaza, 
Cleveland,  Ohio  44114. 


& 


FERRO 

CORRORATION 


The  Money  Men 


are.  I've  advised  my  son  [a  Harvard 
junior]  to  go  to  the  Law  School." 

Despite  all  the  favorable  pub- 
licity about  lawyers  who  bring  suits 
"by  the  hundred  against  mutual 
fund  managers,  Putnam  claims  the 
suits  are  having  a  negative  effect  on 
the  industry,  raising  costs,  diverting 
management  attention  and  hurting 
the  public  by  frightening  it  away 
from  funds,  the  only  vehicle  where 
the  small  investor  can  get  profes- 
sional management  and  a  diversi- 
fied portfolio  at  a  reasonable  cost. 

The  industry's  most  serious  prob- 
lem, he  feels,  is  the  lack  of  a  code 
outlining  legally  acceptable  con- 
duct. And  no  one  should  know 
better  what  is  prudent  than  George 
Putnam.  His  great-great-great- 
great-grandfather,  Judge  Samuel 
Putnam,  postulated  the  "prudent 
man"  rule,  estabhshing  the  prin- 
ciple that  a  money  manager  could 
make  investment  decisions  freely 
and  without  being  held  account- 
able for  losses,  so  long  as  he 
stayed  within  the  guidelines  of 
what  a  prudent  man  would  do. 

Most  of  all  he  resents  the  image 
created  by  the  current  suits  that  es- 
tablished mutual  fundmen  can't 
responsibly  handle  potential  con- 
flict of  interest.  "The  fiduciary  in 
the  Boston  tradition  has  learned  to 
deal  with  this  kind  of  conflict,"  he 
asserts.  "He  puts  his  client  ahead 
of  himself,  and  the  little  client 
doesn't  suffer  in  the  shadow  of  the 
big  client.  People  are  dealt  with 
equally.  I  think  what  the  regulators 
are  trying  to  do  is  to  be  sure— and 
I'm  all  for  this— that  the  unspoken 
rules  of  the  prudent  tradition, 
which  have  been  applied  for  gen- 
erations here,  are  applied  elsewhere 
where  there  isn't  such  a  back- 
ground. If  our  conscience  needs  to 
be  codified,  so  be  it." 

Putnam  directors  like  MIT  sci- 
entist Vannevar  Bush  are  in  the 
Boston  tradition  of  trusteeship, 
and  outside  directors  made  up  a 
majority  of  the  Putnam  board  long 
before  this  was  mandated  into 
law.  "We  want  to  be  sure  that  no- 
body, a  court  or  a  shareholder  or 
a  potential  suer,  would  ever  feel 
that  our  board  was  there  for  win-  « 
dow  dressing,"  says  he.  "Just  men-  I 
tion  the  possibility  that  he's  a  lub- 
ber stamp  and  watch  Dr.  Bush's 
hair  rise." 

What  consistent  performance 
goals  can  Putnam  possibly  offer 
that  would  fit  eight  different  funds? 
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WhenA&P 

wanted  to  register 

quicker  sales  in 

the  Southeast, 

guess  who  they 

called? 


A&R  the  nations  larg 
est  food  store  chain, 
wanted  to  reduce  their 
cash  float  time.  So  they 
called  C&S— the  largest 
bank  in  Georgia,  head- 
quartered in  Atlanta, 
the  transportation  and 
commercial  hub  of  the  Southeast. 

C&S,  working  with  National  Data  Cor- 
poration and  A&P,  designed  a  concentra- 
tion account  to  help  register  quicker  cash 
deposits. 

Now  daily  deposits  are  originated  by 


C&S  for  credit  im- 
mediately to  the 
f  A&P  account— giving 
notification  of  the  total 
funds  available  to  the 
A&P  that  same  day 
What  C&S  did  for 
the  A&P  we  can  do  for 
your  company:  help  you  structure  a  special 
program  tailored  to  your  cash  mobilization 
needs . .  .wherever,  whatever  they  are. 

But  talk  is  cheap.  Call  us  and  we'll  show 
what  we  can  do  for  you. 

Call  Kirk  Lynn  (404)  588-2253. 


CgS 


The  Citizens  and  Southern  Banks  in  Georgia 


Member  FDIC 


Ecology  is  everybody's  baby... 


It's  not  just  the  concern  of  the  fellow  with  the  big  smoke  stack  or  the  one 
polluting  the  stream,  but  everybody's  job,  to  keep  America  beautiful. 

For  most  of  us  it  means  recognizing  and  preserving  the  beauty  of  our 
own  environment.  It  means  giving  our  plants  and  shade  trees,  which  like  so 
many  things  these  days  are  becoming  more  and  more  dependent  on  sci- 
entific research  for  survival,  the  opportunity  to  develop  their  full  potential. 

As  a  company  with  a  long  history  of  effort  on  behalf  of  the  environment, 
we  are  continuing  to  spend  substantial  amounts  of  time,  talent  and  money  in 
research  to  provide  the  means  of  preserving  the  shade  trees  of  tomorrow. 
But  we  are  more  than  just  a  laboratory.  We  have  the  people  with  the  ability 
and  experience  to  help  you  improve  the  health  and  beauty  of  your  trees.  Call 
your  local  Bartlett  representative  today— together  there  is  so  much  that 
we  can  do. 


TREE  EXPERTS 

Home  Office,  2770  Summer  Street,  Stamford,  Conn. 

Research  Laboratories  and  Experimental  Grounds,  Pineville,  N.C. 
Local  Offices  from  Maine  to  Florida  and  west  to  Illinois  and  Alabama. 


The  Money  Men 


His  goal  is  to  be  consistently  good 
—not  the  best  every  year,  but  in  the 
top  third,  year  in  and  year  out,  of 
the  funds  that  each  is  competitive 
with.  "Once  upon  a  time  we  only 
had  one  fund,  the  George  Putnam 
Fund.  My  father  believed  strongly 
that  a  balanced  fund  was  the  best 
vehicle  to  be  all  things  to  all  peo- 
ple. But  as  younger  people  tried  to 
manage  a  fund  like  that,  we  were 
trying  to  do  too  many  things  under 
the  hat  of  one  fund.  Then  in  1957 
our  growth  energies  were  chan- 
neled into  Putnam  Growth." 

Also  founded  by  George  Putnam 
Sr.,  Putnam  Investors  was  acquired 
in  1964,  four  years  after  his  death. 
It  concentrates  on  a  compact  list 
of  some  3.5  or  so  blue-chip  con- 
sumer-oriented growth  stocks,  with 
a  few  others  like  IBM  tossed  in.  Its 
portfolio  doesn't  change  much: 
Putnam  Growth  has  three  times 
as  many  stocks  and  often  4  to  5 
times  the  turnover.  So  today  the 
George  Putnam  Fund  is  in  reality 
Putnam  Investors,  but  with  bonds 
added  to  produce  some  income 
and  stability. 

For  more  speculative  appetites, 
Putnam  added  a  dual  fund  and 
then,  at  the  height  of  the  specula- 
tive craze  of  the  late  Sixties,  three 
go-go  funds  that  soon  nosedived, 
though  they  have  since  recovered 
much  of  the  loss. 

"The  point  is,"  observes  Putnam, 
"that  we  now  have  a  place  for  peo- 
ple who  want  those  kinds  of  in- 
vestments. This  helps  the  guy  who's 
running  each  of  these  funds  to 
stick  to  the  objective  of  that  fund." 

So  while  critics  wail  that  the 
day  of  the  mutual  fund  is  passing, 
George  Putnam  believes  that  em- 
ployees will  soon  be  able  to  pick 
their  own  savings  vehicle  from  a 
full  array,  including  a  spread  of 
funds,  and  ha\e  the  payments  de- 
ducted from  each  paycheck.  He'll 
give  you  a  shot  at  income,  capital 
gains  or  speculation— and  all  in  the 
prudent  tradition. 

"The  public  will  come  to  mutual 
funds  again,"  concludes  Putnam. 
"I  only  hope  they  don't  wait  until 
the  market  recovery  is  complete 
and  buy  too  late  at  the  top,  which 
is  the  way  it  has  been  so  often  to 
date.  But  I  think  that  in  most  years 
professional  management  can  beat 
the  market  averages,  and  I  think 
that  \ery  few  indixiduals  without 
special  knowledge  or  special  talents 
can  expect  to."  ■ 
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'    We  like  to  baby  our  cars. 

Because  back  when  we  were  just  a 
>rnall  car  rental  company  we  realized 
jiomething.  That  people  enjoy  driving  a 
''■eally  sharp-looking  car. 

So  we  ga\e  them  sharp-looking  cars. 
And  they  gave  us  their  business. 

They  gave  us  so  much  business  that 
v\  e  re  now  renting  more  new  GM  cars 


than  anyone  else  in  the  world. 

But  other  than  that,  we  haven't  changed. 

We're  still  faithful  to  your  reservation 
as  though  it  were  sacred. 

We  still  thank  you  for  your  business 


»SLS  ]7n:.st  n^s:  : 


with  more  than  just  a  thank  you.  We  give 
you  good  old  S&H  Green  Stamps  .* 

And  as  always,  no  matter  where  in  the 
world  you  rent  one  of  our  cars  we're 
determined  to  rent  you  only  one  kind. 

The  kind  you'd  be  happy  to  park  in  your 
own  driveway. 

To  reserve  a  car  in  the  U.S.  and  all  over 
the  world  call  800-328-4567  toll  free.t 


lake  advantage  of  us. 


fional  Car  Rental  System  (in  Canada  it'sTilden  Rent-A-Car).  *Valid  on  U.S.  rentals  only  except  where  prohibited  by  law.tln  Minnesota  call  612-944-1234  collect.  ©  National  Car  Rental  System,  Inc.  1972 
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Takeyour  bfe  problems 
to  a  good  shrink. 

Come  in.  small  memos  onto  one 

Relax.  handy  sheet. 

Tell  us  what's  And  it  does  both 

botheringyou.  attherateofaquick 

You  have  a  lot  of  copy  per  second, 

big  documents  that  won't  There  now 

fit  in  your  files?  And  a  lot  All  of  a  sudden 

of  little  notes  that  tend  to  life  looks  pretty  good 

get  lost?  Your  oversize  again,  doesn't  it! 

envelopes  are  running  You  see,  when 

up  a  bi  I  at  the  post  office?  you  have  a  big  problem, 

Let's  put  things  it  pays  to  come  to 

in  perspective.  a  good  shrink. 

Imagine  you  have 

a  Xerox  7000  red  uction  XEROX 
duplicator 

It  can  reduce  your 
big  papers  to  standard- 
size.  Or  copy  several 


XEROX®  and  7000  are  trademarks  of  XEROX  CORPORATION. 


The  Boom  That  Isn't 

With  the  price  of  gold  up  nearly  60%,  Homestake 
Mining  should  be  making  fantastic  profits.  Only  it  isn't. 


Happiness  is  being  president  of  the 
biggest  U.S.  gold  mining  company  at 
a  time  when  the  price  of  gold  is  soar- 
ing through  the  roof. 

Or  is  it?  Paul  C.  Henshaw,  the 
.58-year-old  boss  of  San  Francisco's 
Homestake  Mining  Co.,  certainly  isn't 
celebrating— not  right  now  anyway. 
The  price  of  gold  has  jumped  from  $38 
an  ounce  to  almost  $60  an  ounce  since 
May  of  1971,  as  a  result  of  world 
monetary  uncertainties.  It  had  risen 
enough  by  the  end  of  1971  to  give 
Homestake  an  average  price  for  the 
year  of  $41  an  ounce.  Yet  its  earnings, 
on  revenues  of  about  $50  million,  fell 
by  more  than  20%  to  $2.7  million,  or 
48  cents  a  share,  the  lowest  level 
since  the  mid-Fifties. 

With  the  price  of  gold  up  by  $22 
an  ounce,  and  a  gold  output  of  some- 
thing over  .500,000  ounces  a  year, 
Homestake's  revenues  this  year  the- 
oretically should  rise  about  $11  mil- 
lion. What's  more,  one  would  expect 
almost  all  of  that  to  filter  down  to  net 
income,  adding  almost  $2  a  share  to 
earnings.  On  paper,  Homestake's  earn- 
ings could  quintuple. 

But  so  far  that  isn't  happening.  In 
the  first  quarter  of  1972  earnings 
went  up  only  50%  over  the  same  peri- 
od in  1971,  from  13  cents  to  19  cents 
a  share.  And  Henshaw  is  very  cautious 


about  predicting  any  bonanza  for  the 
rest  of  the  year. 

What's  the  problem?  For  one  thing, 
back  in  1969  Homestake  signed  an 
agreement  with  the  United  Steelwork- 
ers  to  pay  a  wage  bonus  based  on  the 
price  of  gold.  As  the  price  of  gold 
increased,  from  $36  to  $49  an  ounce, 
the  bonus  increased  from  7  cents  to 
85  cents  an  hour.  At  the  time  of  the 
agreement,  any  increase  in  the  gold 
price,  which  had  been  stuck  for  years 
at  $35  an  ounce,  seemed  a  remote 
possibility.  In  fact,  the  big  reason  why 
Homestake  has  had  a  poor  profit  rec- 
ord since  the  early  Sixties,  when  it 
regularly  netted  more  than  $1  a  share 
on  much  smaller  revenues,  is  that 
gold  had  remained  stationary  while 
wages  and  other  production  costs  kept 
going  up.  By  1971  they  had  risen  to 
the  point  where  Homestake  needed 
a  price  of  about  $40  an  ounce  to 
break  even.  What  profits  it  earned 
came  from  other  sources:  uranium, 
lead,  zinc  and  silver.  They  made  up 
about  75%  of  Homestake's  1971  prof- 
its, as  gold  became  more  and  more 
a  break-even  proposition. 

What's  more,  in  1971,  even  while 
it  was  paying  higher  and  higher  wage 
bonuses  due  to  the  gold  price  increase, 
Homestake's  gold  production  declined, 
from    578,000    ounces    to     513,000 


The  richest  U.S.  gold  mine,  Homesfake  Mining's  property  af  Lead, 
S.D.,  grew  from  gold  traces  discovered  by  Co/.  Custer's  scout  party  back 
in    1374.    If   now   plunges   more   than   6,800   feet  into   the   Black   Hills. 


ounces.  Henshaw  explains  that  pro- 
duction went  down  because  the  com- 
pany was  working  deeper,  more  diffi- 
cult parts  of  its  Lead,  S.D.  mine. 

A  solution  may  be  in  the  making, 
however.  A  clause  in  Homestake's  la- 
bor contract  provides  that  when  the 
price  of  gold  has  reached  $49  an 
ounce.  *or  more  for  60  consecutive 
days  either  party  can  reopen  negotia- 
tions. On  May  3,  the  61st  day  gold 
sold  above  $49,  Henshaw  did  so.  The 
renegotiation  is  now  under  way.  "It 
will  be  long  and  arduous,"  says  Hen- 
shaw. "I  make  no  predictions  where 
these  discussions  will  lead  us." 

Meantime  he  expects  productivity 
to  improve  this  year,  since  the  higher 
gold  price  makes  it  economically  fea- 
sible to  go  back  to  mining  areas  that 
were  marginal  or  subpar  at  lower 
prices  but  are  more  easily  worked. 

Pollution,  Too? 

But  then  Homestake  also  has  costly 
pollution  problems.  To  comply  with 
governmental  regulations,  Homestake 
had  to  eliminate  mercury  from  its  pro- 
duction process  late  in  1970,  with  a 
loss  of  between  2%  and  3%  of  its  gold 
recovery,  worth  about  $700,000.  The 
company  is  now  working  to  install  a 
new  process,  using  charcoal,  that  will 
cost  at  least  $850,000.  The  company 
has  also  been  ordered  to  cease  de- 
positing its  mine  tailings  in  White- 
wood  Creek  below  the  Lead  mine. 
It  is  planning  a  pipeline  to  carry  the 
tailings  into  a  side  valley  several  miles 
away  at  a  cost  of  more  than  $7  million 
(some  of  which  will  be  shared  by 
the  Government). 

But  Henshaw  claims  his  long-run 
prospects  are  bright.  While  some  U.S. 
authorities  believe  that  the  demon- 
etization of  gold,  if  that  could  be 
achieved,  would  bring  the  price  of 
gold  down  again,  there  are  signs  that 
the  nonmonetary  demand  for  gold  is 
strong  enough  to  keep  the  price  going 
up.  A  47-page  report  prepared  by 
Consolidated  Gold  Fields  Ltd.,  a  Lon- 
don-based mining  company  that  pro- 
duces about  15%  of  the  non-Commu- 
nist world's  gold  production,  suggests 
that  the  nonmonetary  demand  for 
gold,  mainly  in  jewelry,  electronics 
and  dentistry,  already  exceeds  the 
supply  by  more  than  160  tons  a  year. 
This  imphes  that  the  price  of  gold  is 
likely  to  continue  going  up. 

Henshaw  himself  believes  that  the 
monetaiy  authorities  will  not  succeed 
in  demonetizing  gold.  He  thinks  that 
the  price  of  gold  on  the  free  market 
will  eventually  reach  $105  an  ounce. 
If  he's  right,  Homestake's  prospects- 
assuming  a  favorably  renegotiated  la- 
bor agreement— would  be  fantastic. 
Right  now,  however,  they  are  a  good 
deal  less  than  that.   ■ 
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The  Diehard 

Few  gave  it  a  chance  to  survive,  yet  there  Ameri- 
can   Motors    is  — very    much    alive    and  i(ic/(ing. 


Back  in  1966  and  1967,  when  Ameri- 
can Motors  lost  a  total  of  almost  SlOO 
million  before  taxes,  nearly-  evesyone 
"bought  the  company's  days  were 
numljered.  But  the  power  settled  in 
:he  hands  of  the  company's  most  com- 
petent e.\ecuti\e,  Roy  D.  Chapin  Jr., 
aHo  in  the  next  two  years  managed 
()  make  small  but  encouraging  profits. 
Then  came  the  recession  of  1970, 
)lus  a  five-week  strike,  and  not  even 
:  hapin  could  avoid  a  staggering  $56- 
nillion  pretax  loss.  Once  again  the 
oinpany  looked  like  a  goner. 

But  the  reports  of  AMC's  imminent 

inise  proved  as  exaggerated  as  had 

en  the  earlier  reports  of  its  tuni- 

iround.  In  its  last  fiscal  year  (through 

Sept.    30)    AMC    made'  $5.5    million 

tr    taxes,    and    this    year    appears 

.  aded    for    its    best    earnings    since 

1464,  possibly  more  than  $25  million. 

'    r  the  six  months  through  Mar.  .31, 

netted  $13  million  or  49  cents  per 

lie;   and  the  second  half  promises 

l>e  better  than  the  first. 

Vet,    another    "tunuiround"?    Don't 

1  athe   the   word,   at   least   not   yet, 

ii)()ut  a  company  whose  three  major 

lumestic  competitors   are   from   6  to 

2  5  times  larger  than  it  is.  Yet  progress 

Ufinitely  is  being  made.  AMC's  do- 

ustic  passenger  car  sales  could  hit 

240,000  in  the  current  fiscal  year,  vs. 

251,000    for    the    year    before.    That 

Aould  give  AMC  a  3.45?  to  3.5%  share 

I   the   U.S.   market,  up  from  a  3.3% 

ue  in  1971  that  was  inflated  by  the 

ueral  Motors  strike.  When  CM  got 

)ack  into  production  in  the  spring  of 

1971,    American    Motors'    month-to- 

nonth    market    share    was    just    over 

'  5'f.    Now   it    is    much    higher,    and 

'apin   permits   himself    to   think    in 

1  iins  of  as  much  as  4%  in  the  next 

ouple  of  years.  For  AMC,  that  would 

!)e  a  truly  mammoth  stride  forward. 

Rescue  Recipe 

What    brought    American     Motors 

lack  from  the  edge  of  disaster?  How 

"es    it    manage    to    defy    the    odds 

gainst   survival?  Cynics  believe   the 

luto  industry's   Big  Three  purposely 

lake  it  easy  on  little  AMC   in  order 

o  avoid  antitrust  complications.  And 

'Urely    the    thought    must    have    oc- 

iirred   to   its   huge   competitors.    But 

lie  fact  is  that  CM,  Ford  and  Chrys- 

er  ha\  e  too  many  competitive  worries 

^ith    each    other,    and    with    foreign 

nanufacturers,  to  let  up  on  anyone. 

Beyond  doubt,  the  largest  factor 
las  been  the  pickup  in  the  economy. 
There  has  also  been  the  devaluation 
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of  the  dollar,  which  helped  all  U.S. 
automakers  against  foreign  imports, 
but  which  helped  AMC  most  of  all 
because  its  production  is  overwhelm- 
ingly concentrated  in  the  models  and 
sizes  where  the  imports  are  most  plen- 
tiful. But  such  breaks  merely  buy 
time  for  a  company,  and  American 
has  been  working  hard  to  couple  them 
with  some  self-made  breaks  of  its  own. 
For  one  thing,  it  has  pulled  out 
all  the  stops  on  its  Buyer  Protection 
Plan,  which  protects  AMC  cars  with 
an  almost  unlimited  12-month  or 
12,000-mile  guarantee.  The  object,  of 
course,  is  to  build  AMC's  reputation 
for  making  cars  so  well  that  they  can 
be  guaranteed.  But  Chapin  has  also 
worked  hard  to  convince  the  AMC's 


production  workers  and  dealers  to 
support  the  program.  And  perhaps 
most  important,  he  claims  to  have  kept 
the  program's  costs  right  on  target. 

Its  dealers  have  always  been  AMC's 
oldest  and  toughest  problem,  and 
Chapin  has  applied  himself  as  assidu- 
ously as  his  predecessors  to  upgrade 
the  dealership  corps.  He  has  replaced 
some  who  were  not  performing,  and 
helped  others  who  had  outgrown  their 
facilities  to  move  into  larger  ones. 
While  the  number  of  dealers  has 
dropped  by  50  in  the  past  year  to 
some  1,950,  AMC  now  has  at  least 
100  dealers  selling  450  or  more  cars 
per  year;  and  Chapin  believes  his  sales 
potential  has  gone  up  by  600  cars. 

In  the  current  favorable  setting, 
these  moves  seem  to  be  paying  off. 
Indeed,  Chapin  claims  to  worry  more 
about  producing  enough  cars  to  fill 
orders  this  year  than  about  being 
stuck  with  unsold  inventory  come 
model  changeover  time.  Sales  of  the 


AMC's  noncombat  military  vehicles,  such  as  fhis  truck,  wear  out  even 
in  peacetime,  so  Vietnam  withdrawal  should  not  greatly  affect  sales. 
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Questions  for  executives 
who  are  concerned  about 
environmental  pollution 

If  you  are  faced  with  a  pollution  problem,  here 
are  some  important  questions  to  consider: 

•  Are  we,  in  fact,  polluting  the  environment? 

•  Do  we  have  a  sufficient  internal  staff  to  fully 
assess  the  scope  of  our  problem? 

•  Do  we  know  what  standards  and  legislation 
apply  to  our  industry? 

•  Do  we  have  sufficient  knowledge  of  all  of  the 
environmental  control  techniques  available  to  us? 

•  How  can  we  be  sure  that  the  system  we  select 
will  not  be  obsolete  in  a  short  time? 

•  How  can  we  be  sure  that  the  system  we  decide 
upon  is  efficient,  reliable  and  the  most  economical? 

•  Is  it  possible  to  design  a  system  in  stages  that 
would  permit  us  to  comply  with  the  law  now  and 
add  to  it  later  should  laws  become  more  stringent? 

•  Do  we  have  the  staff  to  design,  purchase, 
and  install  a  system  to  meet  the  urgency 
required  by  current  legislation? 

•  If  we  have  to  turn  to  outside  consultants,  can  we 
be  sure  that  they  will  conduct  an  impartial  study? 

These  are  tough  questions.  The  Austin  Company 
can  help  you  answer  them.  We  invite  your 
inquiry  for  a  discussion  of  Austin  services  in  the 
United  States  or  abroad.  For  further  infor- 
mation, please  contact  The  Austin  Company, 
3650  Mayfield  Road,  Cleveland,  Ohio  44121. 

THE  AUSTIN 
COMPANY 

Designers  -  Engineers  •  Builders 


subcompact  Gremlin,  AMC's  largest 
seller,  should  run  90,000  this  year, 
vs.  last  year's  68,000;  the  compact 
Hornet  should  sell  80,000-95,000,  vs. 
70,000;  the  medium-sized  Matador, 
'53,000,  vs.  44,000.  The  top-of-the- 
line  Ambassador  should  hold  steady 
at  42,000,  while  only  the  sporty  Jave- 
lin should  decline  (by  some  12%), 
sharing  the  fate  of  most  sporty  cars. 

But  the  strongest  reasons  for  Cha- 
pin's  optimism  do  not  involve  passenger 
cars   at   all,   which   account   for  only 
60%  of  AMC  sales  of  some  $1.2  billion 
this  year.  The  remaining  40%  comes  ■ 
from  the  Jeep  division,  acquired  from 
Kaiser   Industries   in   1969,   and  AM  I 
General  Corp.,  which  between  them 
made  seven-eighths  of  the  company's  i 
profits   last   fiscal   year.   AM   General 
turns  out  noncombat  military  vehicles, 
such  as  trucks  (see  picture),  and  oth- 
er government  vehicles,  such  as  mail 
trucks;    the    military    truck    business  ; 
alone    provides    a    stable    $10-million 
annual  pretax  profit  base.  AM  Gener- 
al is  also  just  entering  the  transit  bus 
market,  to  which  Chapin  looks  for  $50  [ 
million  in  sales  soon  and  more  later; 
the  prototype  vehicles  were  displayed  \ 
at    the    Transpo    Exhibit    held    near 
Washington,  D.C.  early  this  month. 

Hard-Time  Company? 

All  the  hopeful  projections  in  the 
world,  however,  will  not  answer  the  f 
one  crucial  question  about  American  ij 
Motors:  Can  it  stand  another  reces 
sion?  The  question  wants  answering  i 
despite  a  clear  improvement  in  the 
company's  balance  sheet,  largely  the 
result  of  raising  $40  million  in  long- 
term  funds  in  Europe.  It  has  only  $43 
million  of  debt,  vs.  equity  of  over 
$200  million;  and  it  still  has  $53  mil- 
lion in  unused  tax  benefits,  including 
$30  million  of  tax  loss  carryforwards. 

Nonetheless,  says  Burnham  &  Co. 
analyst  David  Healy,  "I'm  concerned 
about  their  competitive  strength  in  a 
weak  auto  environment"— especially  as 
regards  the  dealer  organization  and 
an  apparent  lack  of  new  products  in 
the  works.  And  another  analyst,  Arvid 
F.  Jouppi  of  Delafield  Childs,  regards 
AMC  as  a  risk  stock  that  institutions 
should  not  touch. 

Roy  Chapin  would  be  the  first  to 
admit  that  American  Motors  is  not  yet 
in  clover— which  he  would  define  as 
passenger  car  sales  of  400,000  units, 
as  compared  with  a  probable  total  of 
just  under  300,000  for  the  year  end- 
ing Sept.  30.  He  might  point  out,  with 
justice,  that  he  lias  discharged  his 
first  and  most  urgent  duty,  namely, 
keeping  the  company  alive  against 
great  odds.  But  beyond  that  moun- 
tain there  is  a  still  taller  mountain  to 
climb  before  he  can  create  for  Ameri- 
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This  year  our  assets  reached  a  billion  and  a  half 
dollars,  our  revenues  over  a  hundred  million. 

Our  return  on  equity  is  now  17.1%,  our  earnings 
growth  rate  averaging  15.4%. 

We  are  opening  a  London  office. 

So.  just  as  we  were  making  a  name  for  ourself,  we 
decided  to  change  the  name. 

First  Union  National  Bancorp,  our  old  name, 
had  had  it. 

The  name  was  confusing.  There  were  other 
Bancorps,  other  First  Unions,  lots  of  First  Nationals. 

It  was  misleading.  We  sounded  like  a  bank,  but 
banking  is  only  part  of  our  business. 

It  limited  us.  And  we  are  not  about  to  be  limited. 

So,  when  you  run  across  our  new  name  (and  you 
will),  be  aware  of  what  it  means. 

It  means  business. 

Cameron^; 
FinancialX 


.  Cameron  Financial  Corporation,  One  Jefferson-First  Union  Plaza,  Charlotte,  N.C.  28202,  First  Union  National  Bank,  Cameron-Brown  Com- 
pany, Reid-McGee  &  Company,  Caesar  Financial  Corporation,  Courier  Express  Corporation,  Financial  Service  and  Supply  Co.,  First  Com- 
'  puter  Services,  Inc.,  General  Financial  Agency  Inc.,  General  Financial  Life  Insurance  Co.,  H.A.  Caesar  and  Co.,  Inc.,  Tryon  Management,  Inc. 


Pull  for  the  Horizon,  Boys 

Chairman  Burt  F.  Raynes'  dreams  of  profitable  rnpss-transit  safes 
for  Rotir  Industries  are  so  far  just  that  Are  they  worth  the  cost? 


A  FEW  YEARS  AGO,  Buit  Raynes  was  on 
top  of  the  world.  His  Rohr  Industries, 
based  near  San  Diego,  owned  a  snug 
little  aerospace  comer,  making  90% 
of  the  engine  pods  for  commercial 
jets.  Rohr  takes  jet  engines  from,  say, 
Pratt  &  Whitney,  adds  4,000  acces- 
sories and  parts  plus  an  outer  hous- 
ing, and  ships  the  completed  pod  to 
a  plane  maker.  Simple.  Profits  had 
been  climbing  since  1965,  hitting  a 
record  $2.92  a  share  in  1970  on  sales 
of  $288  million. 

But  Raynes  knew  that  Rohr,  with 
98%  of  sales  from  engine  pods  and 
other  jet  parts,  was  at  the  mercy  of 
the  airlines  who  could— and  later  did— 
suddenly  cut  back  orders.  So  in  1967 
he  decided  to  diversify  into  mass- 
transit  rail  cars.  He  reasoned  that 
there  was  a  crying  need  for  better 
ground  transportation,  and  Rohr,  with 
its  skilled  engineers  and  expertise  in 
aluminum  fabrication,  could  easily 
produce  rail  cars. 

By  1969  Rohr  landed  its  first  mass- 
transit  contract,  a  250-car,  $66.7-mil- 
lion  order  from  San  Francisco's  Bay 
Area  Rapid  Transit  district  (BART), 
with  Westinghouse  Electric  as  the 
major  subcontractor  for  the  computer- 


controlled  propulsion  system.  The  con- 
tract demanded  fast  performance— 60 
cars  ready  in  two  years— but  Rohr 
wanted  its  first  job  so  badly  that  it 
bid  the  same  price  as  for  a  six-month 
longer  time  schedule.  "We  bid  BART 
tight,"  says  Raynes,  "and  we  knew  we 
had  a  lot  of  learning  to  do." 

More  than  tight:  Rohr  may  be  los- 
ing as  much  as  $50,000  to  $70,000 
per  $250,000  car.  The  Westinghouse 
Transportation  division  had  never  de- 
signed such  a  complex  rail  control  sys- 
tem and  had  never  been  responsible  for 
so  many  major  subcontractors  (five, 
who  account  for  about  50%  of  the  car 
cost).  And  Rohr,  new  to  the  business, 
simply  didn't  ride  herd  on  Westing- 
house for  quality  control  and  delivery 
dates,  as  a  more  experienced  car 
builder  would  have. 

OW  Irkk 

Rohr,  it  would  seem,  carried  an 
old  aerospace  trick  into  mass  transit- 
buy  into  a  contract  with  a  low  bid  in 
hope  of  winning  profitable  future  or- 
ders. Probably  200  additional  BART 
cars  will  be  ordered  by  1975;  possibly 
250  more  by  the  end  of  the  decade. 
By  then,  costly  start-up  troubles  pre- 


Vi/hai  Difference?  Has  Rohr  really  diversified  by  getting  into  luoi-i 
transit  systems?  The  equipment  is  different,  but,  like  aerospace,  it  is 
a  business  of  big  contracts,  long  lead  times  and  large  potential  losses. 


sumably  will  be  far  behind.  Since  it 
is  building  the  first  cars,  says  a  com- 
petitor, "Rohr  has  a  hammerlock  on 
the  rest." 

But  will  future  profits  from  rail- 
transit  cars  justify  the  costs  to  Rohr 
stockholders? 

•  The  market:  To  date  2,336  trans- 
it cars  have  been  ordered  or  will  be 
shortly,  and  the  Department  of  Trans- 
portation estimates  that  another  1,400 
will  be  ordered  between  now  and 
1975— about  550  per  year.  Rohr  will 
build  550  of  presently  ordered  cars, 
but  how  many  new  orders  Rohr  will 
snag  is  uncertain.  Right  now  car 
builders'  capacity  is  50%  greater  than 
demand— with  only  four  active  pro- 
ducers (Pullman,  St.  Louis  Car,  Gen- 
eral Electric,  Rohr) .  And  competition 
is  increasing:  With  aerospace  pros- 
pects bleak,  companies  like  LTV  Aero- 
space, Grumman,  Boeing  and  Garrett 
are  now  jockeying  for  contracts. 

Further,  Rohr  has  yet  to  sell  a  car 
in  the  biggest  transit-car  market.  New 
York  City,  which  owns  7,000  of  the 
nation's  9,325  urban  rail-transit  cars. 
Pullman  was  recently  low  bidder  on 
the  largest  order  ever  from  the  NYC 
Metropolitan  Transit  Authority,  pos- 
sibly 900  cars.  Trouble  is,  the  NYMTA 
likes  stainless  steel  cars  and  Rohr  is 
more  experienced  with  aluminum. 

•  Funding:  A  1970  DOT  bill  now 
provides  $3.1  billion  over  five  years  on 
a  2-to-l  matching  basis  (Forbes, 
June  1,  1970).  Another  $7  billion  is 
expected  to  be  committed  by  the  mid- 
dle of  the  decade.  However,  Rohr 
won't  see  much  of  that.  The  lion's 
share  of  the  money  destined  for  rail 
systems  (about  $8  billion)  will  be 
spent  on  construction,  not  cars.  Ac- 
tually, Rohr  has  a  better  shot  at  the 
$2  billion  that  will  go  to  purchase 
buses.  In  late  1970  Rohr  bought  Flx- 
ible  Co.  (1971  sales:  $33  million), 
which  makes  25%  of  the  city  transit 
buses.  Its  competition:  General  Mo- 
tors, which  makes  the  rest. 

•  Costs:  In  1970  Raynes  told 
Forbes  that  Rohr  would  probably  get 
$50  million  in  transit  orders  a  year 
in  the  Seventies.  That  could  mean 
earnings  of  about  $2.5  million  annually 
(carmakers  say  they  are  happy  to  net 
5%  on  a  car  ordered).  Yet  after  de- 
livering only  ten  BART  cars  in  fiscal 
1971,  Rohr  has  already  v/ritten  off 
$3.6  million— probably  more  than  the 
expected  profit  on  the  entire  250-car 
deal.  Still  more  write-offs  are  expect- 
ed this  year. 

Rohr   steadfastly   refuses   to  reveal 
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She  never  heard 
of  St.  Joe- 
put  she's 
bart  of  our 
growing  market 


Every  day  she  uses  products  that  use  our  products.  D  The 
car  she  drives  is  started  by  a  lead-acid  battery  and  has 
many  parts  made  of  zinc  die  castings  and  zinc  galvanized 
steel.  Zinc  oxide  is  essential  in  the  tires.  Zinc  galvanized 
steel  guard  rail  protects  her  on  the  highways.  D  At  home, 
the  appliances  she  uses  have  many  die  cast  zinc  compo- 
nents. And  there's  zinc  oxide  in  the  dishes,  glassware,  bath- 
room fixtures— even  in  the  paint  inside  and  outside  the 
house.  D  As  the  population  expands,  there's  a  growing 
demand  for  products  that  use  our  products.  As  the  nation's 
largest  producer  of  lead  and  zinc  and  a  major  producer  of 
zinc  oxide  we  have  a  large  share  in  this  growth.  D  Write 
for  a  copy  of  our  latest  annual  and  quarterly  reports. 


STJC^ 

MINERALS  CORPORATION 


250  Park  Avenue 

New  York,  New  York  10017 

Tel.  (212)986-7474 


thi/  neuj  polm-zized  dictoUng  mochine 
uuill  moke  you  o  more  efficient  executive 


We  don't  have  to  sell  you  on  the  conven- 
ience or  necessity  of  dictating  equipment. 

If  you  are  a  busy  executive  and  dictate 

letters,  reports— or  simply  want  to  record 

your  thoughts— you  can't  be  truly 

efficient  without  it. 

But,  most  dictating  equipment  is  desk- 
bound and  so  called  "portable"  machines 
are  often  cumbersome  and  heavy.  Truly 
portable  machines  usually  have  bad 
reproduction,  use  non-standard  tapes  of 
short  capacity,  and  are  limited  in  features 
and  performance. 
PAX  MINICORDER  is  new,  different  and 
better!  It  weighs  less  than  2  lbs,  fits  in 
your  palm,  and  has  the  clarity  and  fidelity 
you'd  expect  in  a  fine  concert  recorder 
rather  than  a  dictating  machine.  Its  micro- 
phone is  built  right  in  for  instant,  one-hand 
operation.  (Separate  remote-control 
"mike"  comes  as  standard  equipment.) 

Best  of  all-the  MINICORDER  uses 

standard  2  hour  tape  cassettes  that  are 

available  anywhere.  It's  great  for  taping 

lectures,  etc.  and  can  pick  up  even  a 

whisper  across  a  crowded  room!  Built-in 

3-digit  counter  lets  you  locate  any  segment 

of  tape  accurately  and  fast. 

With  MINICORDER  you  may  use  any 

standard  cassette  tape  player  for 

transcription.  No  need  to  tie  up  the 

MINICORDER  Itself  or  use  specialized 

transcribing  equipment  (as  you  would  with 

other  machines).  When  traveling,  just 

dictate  and  mail  your  tapes.  Your  secretary 

can  transcribe  on  any  tape  machine. 


Here  are  some  other  features  of  this 
remarkable  equipment:  Built-in  Battery 
Charger  •  Built-in  ALC  for  perfect  record- 
ing every  time  •  Easy-load  Pop-up 
Cassette  Door* Built-in  Battery  Strength 
Meter*  Input  Jack  for  Remote-Control 
Mike  •  Output  Jack  for  Earphones  or 
Speaker  •AC  Adapter  (for  playing  through 
llOv  outlets)  •  Uses  four  standard 
batteries  •  Five  transistors,  one  diode* 
Frequency  response:  100  to  6,000  Hz.« 
Power  output:  200mW. 

STANDARD  EQUIPMENT  for  the  MINI- 
CORDER is  the  Remote  Mike,  Earphones 
and  one  blank  Cassette. 

THE  RECORDING  ACCESSORY  KIT 

contains:  Deluxe  Fitted  Carry-case  with 
hand/shoulder  straps,  AC  Adapter,  Ciga- 
rette Lighter  Adapter  for  car  use,  six  blank 
cassettes  with  index  cards,  and  four 
rechargeable  batteries. 
(Free  chrome  initials  with  this  kit.  Please 
print  your  initials  on  coupon.) 

THE  TRANSCRIBING  ACCESSORY  KIT 

contains  stop/start  Foot  Pedal,  Twin  Ear 
Set  and  Telephone  Pick-up. 

Together,  all  three  form  a  splendid,  inte- 
grated, recording  and  play-back  system. 

You  may  order  MINICORDER  In  full  con- 
fidence. We  give  you  a  2  -week 
unquestioned  return  privilege  and  one 
year  Guarantee  on  parts  and  workmanship. 
If  you  want  to  add  new  efficiency  to  your 
work  you  can  hardly  afford  to  be  without  it. 


Name 


Address 


Please  send  me: 

D  Standard  Pax  Minicorder  $89.95 

D  Recording  Accessory  Kit  $29.95 

n  Transcribing  Kit  $19.95 

My  Check  for  the  above,  plus  $2  for    

post,  and  ins.  is  end.  (Calit.  res.  add  tax.)    Initials 


Zip 


FM0615 


BONUS  HAVERWATCH 

We  shall  send  you  a 
handsome  Swiss-made 
Haverwatch  with  our 

compliments  if  you 
order  the  entire  system. 
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havephill^ 

a  Time  Inc.  Subsidiary 
584  Washington,  San  Francisco  94111 


BART  losses,  but  Forbes  learned  that 
ground  transportation  projects  other 
than  BART  together  lost  about  $1.5 
million  in  1971.  Since  Rohr's  total 
transportation  losses  were  $5.1  mil- 
lion, the  remaining  $3.6  million  must 
belong  to  BART.  How  much  of  the 
extra  cost  Westinghouse,  whose  trou- 
ble-plagued propulsion  system  caused 
much  of  the  one-year  delay,  will  pick 
.up  is  still  unclear.  If  there  is  no  more 
delay,  the  BART  line  will  finally 
open  with  60  cars  in  September. 

Nof  Again? 

Last  month  Rohr  was  low  bidder  on 
a  new  rail-transit  contract,  a  300-car 
order  from  the  Washington  (D.C.) 
Metropolitan  Area  Transit  Authority 
(WMATA).  Rohr's  $91.6-million  bid 
evoked  cries  of  foul  from  competitors, 
who  felt  they  had  been  torpedoed  by 
an  under-cost  bid.  Rohr  underbid 
General  Electric  and  LTV  Aerospace, 
the  next  lowest  bidders,  by  about  11%, 
and  came  in  a  surprising  23%  under 
WMATA's  own  estimate. 

Rohr  insists  it  will  make  a  profit  on 
its  low  bid.  "We've  got  70%  of  our  costs 
already  guaranteed  by  subcontractors," 
says  Transportation  Vice  President  N. 
John  Beck.  "We  have  a  type  of  con- 
struction for  aluminum  cars  which 
will  substantially  reduce  production 
costs."  As  for  the  WMATA  cost  esti- 
mate, Chaiiman  Raynes  says:  "Those 
guys  just  wanted  to  bring  the  con- 
tract in  under  budget  and  wind  up 
looking  like  heroes." 

To  be  sure,  LTV's  and  GE's  gripes 
are  partly  sour  grapes.  But  might  the 
WMATA  contract  prove  unprofitable 
like  the  BART  order?  Especially  since 
Westinghouse— again  Rohr's  partner 
—is  considered  a  difficult  subcontractor 
to  manage?  Indeed,  after  Rohr's  has- 
sles with  Westinghouse  on  BART, 
some  industry  executives  were  quite 
surprised  at  the  choice. 

In  any  case,  with  aerospace  orders  off 
sharply  from  a  few  years  ago,  Rohr 
needs  mass-transit  sales.  Several  com- 
mercial jet  programs,  like  the  DC-8, 
have  ended  production;  others  are 
winding  down.  The  financially  ailing 
airlines,  only  now  regaining  some 
strength,  have  deferred  jumbo  jet  pur- 
chases. Rohr's  backlog  plunged  from 
$644  million  in  1969  to  $386  million 
in  1971;  earnings  dropped  60%  to 
$1.12  a  share.  Sales  for  the  first  six 
months  of  1972  were  off  $60  million, 
thanks  in  part  to  a  two-month  strike; 
earnings  fell  another  12.5%.  Even  with 
jet  sales  picking  up,  Rohr  probably 
won't  clear  $275  million  for  the  year. 

Rohr  has  tried  to  do  what  the 
Monday  morning  quarterbacks  long 
said  aerospace  firms  ought  to  do:  ap- 
ply theii"  expertise  in  commercial  mar- 
kets. It's  not  as  easy  as  it  looks.  ■ 
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Chailotte  is  givii^  drunk 
drivers  a  lift. 


When  a  young  man  recently  came  across 
a  man  much  too  drunk  to  drive,  the  young 
man  drove  him  home. 

For  another  drunk,  a  helpful  bystander 
invested  a  dime  in  a  call  for  a  cab. 

At  a  Charlotte  country  club,  a  middle-aged 
executive  had  a  few  too  many  for  the  road. 
His  wife  asked  him  for  his  car  keys. 

Word  about  drunk  driving  has  gotten 
around  Charlotte.  On  signs,  posters,  bumper 
stickers.  In  newspapers,  on  TV  and  radio. 

The  message  is:  Let's  keep  our  friends  alive. 

Developed  last  year  by  a  local  advertising 
agency,  it  was  a  public  information  service  of 
ASAP,  the  Alcohol  Safety  Action  Program 
in  Charlotte-Mecklenburg  County. 

Other  efforts  are  aimed  at  controlling  the  problem-drinker  through  effective  law 
enforcement  and  court  enforcement  methods.  All  are  co-ordinated  in  an  ongoing 
program  aimed  at  reducing  alcohol-related  accidents  among  the  people  in  the 
Charlotte  area. 

And  from  the  looks  of  it,  the  problem-drinker  is  one  problem  they'd  rather 
live  without. 

Through  such  ASAP  projects  across  the  country,  the  National  Highway  Traffic 
Safety  Administration  is  developing  recommendations  for  an  effective  nationwide 
program  to  stop  drunk  driving. 

State  Farm  endorses  this  effort  because  nearly  thirty  thousand  drivers,  passengers 
and  pedestrians  were  killed  last  year  in  alcohol-related  accidents. 

You  can  help.  For  information,  write  the  National  Highway  Traffic  Safety 
Administration,  Department  of  Transportation,  Washington,  D.  C.  20590. 


STATE  FARM  MUTUAL  AUTOMOBILE  INSURANCE  COMPANY 

Home  Office:  Bloomington,  Illinois 


STATE    FARM 


(® 


INSURANCE 


The  Challenger  from  North  Canton 

When  Felix  Mansager  stopped  knocking  on 
doors,  he  opened  the  door  to  Hoover's  success. 


Hoover  chief  executive  Felix  N. 
Mansager  hardly  seems  the  kind  of 
man  to  turn  a  company's  marketing 
system  upside  down,  fight  a  bitter 
proxy  battle  with  his  boss  and  chal- 
lenge giants  like  General  Electric  and 
Westinghouse.  At  first  impression,  the 
mild-mannered  61-year-old  chief  ex- 
ecutive seems  as  easygoing  as  the 
North  Canton,  Ohio  town  (popula- 
tion, 15,000)  where  Hoover  is  still 
headquartered. 

But  the  facts  prove  othei-wise.  In 
his  43  years  at  Hoover,  Mansager  has 
done  all  these  things  and,  it  is  be- 
coming clearer,  successfully.  Since  he 
became  chief  executive  in  1966,  sales 
have  jumped  70%  to  last  year's  $152 
million.  Talk  to  Mansager  about  it  and 
he  is  sure  to  lean  over  his  leather- 
topped  desk  and,  his  blue  eyes  spar- 
kling, waiTn  to  a  subject  he  has  un- 
doubtedly talked  about  thousands  of 
times  before:  vacuum  cleaners.  "Only 
Hoover,"  he  explains,  "has  the  three 
cleaning  principles  of  suction,  sweep- 
ing and  beating." 

Mansager  started  with  Hoover  in 
1929  as  one  of  its  horde  of  door-to- 
door  salesmen.  But  though  the  Hoo- 
ver company  prospered  on  door-to- 
door  selling  and  Mansager  was  among 
the  best  at  it,  he  was  smart  enough 
to  look  into  the  mirror.  "It  became 
obvious  to  me,"  he  says,  "that  some 
of  our  better  people  were  spending 
more  time  hiring  than  selling.  In  some 
areas  we  had  a  turnover  of  as  high 
as  600%  of  our  salesmen  in  one  year. 
Not  only  that,  we  couldn't  broaden 
our  line.  When  you're  selling  door-to- 
door,  it's  hard  to  sling  a  vacuum 
cleaner  over  one  shoulder  and  a 
toaster  over  the  other." 

So,  when  then-sales-manager  Man- 
sager had  to  regroup  his  North  and 
South  Dakota  sales  force  after  World 
War  II,  he  gave  up  door-to-door 
selling  and  formed  a  cadre  of  dealer- 
supervisors  to  oversee  and  train  re- 
tailers. The  plan  worked  so  well  that 
it  was  expanded  nationwide. 

That  accomplishment  gave  Man- 
sager Hoover's  marketing  vice-presi- 
dency in  1959.  Seven  years  later  he 
took  over  the  top  job  after  a  bitter 
power  struggle  involving  the  con- 
trolling Hoover  family  and  resulting 
in  the  ouster  of  Herbert  Hoover, 
grandson  of  the  founder. 

Since  then,  Hoover  has  really  picked 
up  steam.  In  vacuum  cleaners,  still 
its  bread  and  butter,  it  has  clearly 
increased  its  market  share.  No  one 
publishes    authoritative    figures,    but 


Hoover  probably  sold  over  one-third 
of  the  nearly  8  million  vacuum  clean- 
ers sold  in  the  U.S.  last  year,  up  from 
less  than  30%  a  decade  ago.  During 
that  time,  competitors  General  Elec- 
tric and  Westinghouse  both  quit  the 
floor-care  market. 

Ten  years  ago  the  only  nonfloor- 
care  items  Hoover  sold  to  U.S.  con- 
sumers were  irons.  Today  it  markets 
over  50  products  in  the  U.S.,  ranging 
from  electric  fondue  pots  to  washing 
machines.  Some  of  these  were  added 
when  Mansager  acquired  Knapp-Mon- 
arch,  a  maker  of  small  kitchen  ap- 
pliances, in  1969.  But  most  have  been 
developed  internally. 

Mansager  has  made  one  other  big 
change.  For  years  Hoover  has  been 
an  overseas  company.  A  decade  ago 
75%  of  its  sales  came  from  foreign 
operations.  Its  biggest  overseas  oper- 
ation. Hoover  U.K.,  Ltd.  (55%  U.S. 
Hoover-owned),  has  40%  of  the  U.K. 
washing  machine  market  and  60%  of 
its   vacuum    cleaner   market.    But   by 


What's    In    A    Name?    If   if's   Hoover,    it   means    market   leadership   in 
the  U.S.  in  vacuum  cleaners  and  in  the  U.K.  in  washing  machines  (below). 


last  year  Hoover's  U.S.  sales  had  in- 
creased to  nearly  40%  of  the  total. 
Mansager  expects  that  ratio  to  even- 
tually settle  at  around  50/50.  He  ex- 
pects U.S.  sales  to  keep  growing,  but 
he  also  hopes  that  the  U.K.  entry  into 
the  Common  Market  will  lead  to  in- 
creased shipments  from  Hoover's  three 
U.K.  plants  to  the  Continent. 

The  stronger  growth  of  U.S.  sales 
raises  the  one  black  mark  in  Mansag- 
er's  record.  Whereas  five  years  ago 
the  company  earned  11%  on  U.S.  sales, 
that  return  has  fallen  steadily  to  un- 
der 8%  today,  a  difl:erence  of  some  $5 
million  in  profits  at  current  revenue 
levels.  Is  this  dour  trend  likely  to  con- 
tinue?   Has    Hoover    been    using    its 


overseas  profits  to  subsidize  its  ex- 
pansion in  U.S.  markets? 

Neither,  says  Mansager.  The  chief 
culprits  are  the  tooling  and  other  costs 
associated  with  introducing  its  stream 
of  new  products.  Knapp-Monarch  was 
losing  money  when  it  was  purchased, 
which  has  added  to  the  pressure  on 
overall  profit  margins.  The  decline, 
Mansager  claims,   is   already   halting. 

If  so,  Mansager  could  retire  from 
Hoover  four  years  hence,  leaving  a 
company  that  is  not  only  strong 
enough  to  compete  against  the  giants 
of  the  appliance  fields,  but  is  fast  be- 
coming one  of  them.  What  more  could 
any  fonner  door-to-door  vacuum 
cleaner  salesman  ask  for?  ■ 
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It  takes 
1 1700  pounds  of  ore 


to  start  your  engine^ 


An  average  31'  cabin  cruiser  has  about 
120  pounds  of  lead  in  its  battery  system. 
1700  pounds  of  ore  must  be  mined,  smelted 
and  refined  to  provide  enough  lead  for  a 
single  cabin  cruiser. 


Asarco  is  the  largest  producer  of  refined 
lead  in  the  United  States.  A  common  mate- 
rial for  centuries,  lead  is  nov^^  exciting 
because  it's  helped  create  a  new  mobility. 
Lead  batteries  provide  ignition  for  in- 
ternal combustion  engines.  They  also  pro- 
vide the  motive  power  for  electric  cars, 
tractors,  lawn  mowers,  fork  lift  trucks, 
skimobiles,  mine  vehicles  and  garden  tools. 


What's  more,  battery  power  is  easy  on 
the  ears  and  nose.  And,  because  it  has  other 
unique  properties,  lead  protects  against 
radiation,  noise  and  corrosion. 

Lead . . .  one  of  24  basic  materials  Asarco 
gets  from  the  old  earth  for  new  applica- 
tions. If  you  would  like  specific  informa- 
tion about  lead,  write  us  at  120  Broadway, 
New  Yorlc,  N.Y.  10005, 


ASARCO 


AMERICAN  SMELTING  AND  REFINING  COMPANY 


A  report  from  the  international  engineers 


Why  Japan 
has  chosen  nuclear  energy. 

Japan's  scarcity  of  natxiral  resources  has  led  her 
to  make  a  crucial  decision.  Nuclear  energy  will 
soon  be  Japan  s  primary  source  of  power  growth. 
This  is  a  matter  of  intense  interest 
to  the  international  engineers  of  Borg-Wamer. 
We  are  providing  many  of  the  nuclear  coolant 
pumps  for  Japan's  rapid  expansion.  Japan 
vorks  with  us  because  of  our  experience  in  this  demanding  field. 
3ur  Byron  Jackson  Pump  Division  handles  much  of  the  world's 
ivailable  nuclear  coolant  pump  business. 

Our  automatic  transmissions  for  small  cars  are  international 
travelers,  too.  Germany.  Australia.  England.  France.  Italy.  Japan. 

1  Africa.  Venezuela.  And  the  United  States. 

And  Borg'Wamer's  international  engineers 
are  servicing  many  of  the  oil  wells  in  the  great 
North  Sea  find.  This  romantic 
and  difficult  business  of  keeping 
oil  flowing  safely  is  growing  so 
fast  that  it  now  employs  1,500 
Borg'Wamer  people  worldwide. 

Not  very  long  ago, 
l-Wamer  was  fiandamentally  a 
lomestic  business.  In  1971,  over  a  third  of  our  sales 
vere  overseas.  We  believe  that  great  engineers 
hould  be  international  engineers. 


The  great  engineers 

©1972  BORG-WARNER  CORR,  200  SOUTH  MICHIGAN  AVENUE,  CHICAGO,  ILLINOIS  60604 
IR  CONDITIONING  AND  BUILDING  PRODUCTS/CHEMICALS  AND  PLASTICS/FINANCIAL  SERVICES/INDUSTRIAL  AND  STEEL  PRODUCTS/TRANSPORTATION  EQUIPMENT 


Silver-gilt  bud  vase  enamelled  white  with  plique  a  jour  enamelled  rim  of  cornflowers.  Egg  honbonniere  enamelled 
blue  and  set  with  moonstone.  Also  square  bowenite  tray  with  gold  rim  enamelled  purple  and  white.  Workmaster  Hendrik 
Wigstrom.  By  Carl  Faberge,  Jeweler  to  the  Czars  of  All  the  Russias.  From  the  Forbes  Magazine  Collection  of  Faberge. 


Girl  Faberge  knew  his  business. 
Forbes  Magazine  knows  its  business. 
Which  is  your  business. 


Today  over  625,000  executives 
subscribe  to  Forbes.  An  additional 
million  read  every  issue. 


Forbes  Magazine  readers  don't 
just  own  American  business. 
They  run  it. 

Forbes:  capitalist  tool 
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New  Ball  Game  for  the  Foundations 

Thanks  to  the  Tax  Reform  Act  of  1969,  there's  more  money  com- 
ing out  of  foundations  these  days.  But  they're  going  to  have  to 
change  their  ways  of  management— especia/iy  money  management. 


ThldI  2.5  million  shares  of  S.S.  Kres- 
ge.  Thud!  1.5  million  shares  of  John- 
son &  Johnson.  Thud!  3  million  shares 
of  Eli  Lilly. 

The  way  big  secondary  offerings 
like  these  have  been  hitting  the  stock 
market  lately,  you  might  think  an 
eruption  was  in  the  ofiBng. 

Well,  take  heart.  This  is  not  the 
rich  and  powerful  getting  out.  It's  just 
the  big  charitable  foundations,  start- 
ing to  comply  with  the  Tax  Reform 
Act  of  1969.  And  grumbling  every  step 
along  the  way,  too.  For  the  first  great 
truth  about  tax  reform  is  that  every- 
body favors  it— for  other  people's  loop- 
holes. Even  as  they  unload  those  big 
blocks  of  blue-chip  heirlooms,  founda- 
tion executives  are  giving  eloquent 
voice  to  their  misgivings  about  what 
the  tax  reforms  passed  by  Congress  in 
1969  will  do  to  America's  foundations. 

At  present  there  are  over  20,000  pri- 
vate, corporate  and  community  foun- 
dations in  the  U.S.,  with  combined 
assets  of  about  $25  billion.  The  bulk 
of  them  are  small,  with  assets  of 
$100,000  or  less;  but  some— like  Ford, 
Rockefeller,  Caniegie  and  Johnson  & 
Johnson— are  enormous.  As  a  group, 
last  year  they  contributed  an  estimat- 
ed $1.5  billion  to  a  spread  of  chari- 
table and  educational  endeavors. 

The  1969  Tax  Reform  Act's  foun- 
dation provisions,  of  which  Represen- 
tative Wright  Patman  of  Texas  was 
the  primary  author  and  sponsor,  af- 
fects the  foundations  in  three  major 
ways.  First,  it  seeks  to  make  sure  that 
foundations  are  not  used  as  hiding 
places  to  pile  up  assets  that  are  sel- 
dom if  e\er  used  to  further  the  foun- 
dations' ostensible  purposes.  It  at- 
tempts to  do  so  by  requiring  the  foun- 
dations to  pay  out  either  all  their  earn- 
ings or  a  percentage  (this  year  4/8%) 
of  the  market  value  of  their  assets, 
whiche\er  is  greater.  By  1975  it  is 
scheduled  to  reach  5.5%;  the  Sec- 
retary of  the  Treasury  may  change 
it  depending  on  money  rates.  In  fact, 
the  prospective  rate  was  lowered  to 
5.5%  from  6%  in  mid-April,  in  view  of 
the  decline  in  interest  costs  since  1969. 

The  law's  second  major  impact  was 
in  its  "excess  business  holdings"  provi- 
sion. This  was  intended  to  prevent  the 
owner  of  a  business  from  simply  trans- 
ferring his  shares  to  a  foundation, 
through  whose  trustees  he  (and  his 
heirs)  could  keep  control.  Otherwise, 
he  would  eventually  have  to  give  up 
control  through  sale  of  enough  shares 
to  pay  estate  taxes. 


The  1969  law  sought  to  prevent  this 
use  of  foimdations  by  requiring  foun- 
dations which  were  in  existence  on 
May  27,  1969,  and  which  owned  more 
than  20%  of  any  company,  to  divest 
down  to  a  maximum  of  20%  within  ten 
to  20  years,  depending  on  the  size  of 
the  holding.  (In  certain  cases,  the  fig- 
ure could  be  35%.)  For  example, 
Howard  Hughes'  medical  foimdation, 
which  owns  100%  of  the  stock  of 
Hughes  Aircraft,  must  sell  80%  of  its 
holdings  by  1989.  Stock  gifts  to  a 
foundation  made  after  May  27,  1969 
must  meet  the  20%  test  within  five 
years  of  the  date  of  the  gift. 

Few  major  foundations  will  be  af- 
fected by  this  excess  holdings  provi- 
sion, though  the  W.K.  Kellogg  foun- 
dation owns  50%  of  the  shares  of  Kel- 
logg Co.,  and  the  Duke  Endowment 


The  Top  Ten 

1971 
Assets 

1971 
Grants 

Foundations 

(millions) 

(millions) 

Ford 

3,260 

225 

Johnson 

1,100 

3* 

Lilly 

927 

10 

Rockefeller 

832 

42 

Kresge 

781 

8 

Mellon 

672 

35 

Kellogg 

488 

19 

Pew 

481 

4 

Duke 

425 

20 

Mott 

288 

14 

•Moior  funding  in 

late  1971. 

owns  37%  of  Duke  Power.  But  a  20% 
holding  is  ordinarily  more  than  enough 
to  control  any  U.S.  corporation  of  ap- 
preciable size.  So  this  means  in  effect 
that  an  overly  concentrated  founda- 
tion must  sell  its  excess  holdings  in 
one  company  and  use  the  proceeds  to 
diversify  into  other  securities— unless 
it  is  willing  to  see  itself  shrink  in  size 
and  eventually  perhaps  disappear  al- 
together. 

Besides  these  two  major  provisions, 
the  1969  law  also  hits  the  foundations 
smack  in  the  pocketbook.  Adding  in- 
jury to  insult,  it  taxes  each  founda- 
tion 4%  of  its  investment  income,  in 
theory  for  the  purpose  of  repaying  the 
Treasury  for  the  cost  of  overseeing 
foundations  and  like  organizations. 

Both  the  payout  provisions  and  the 
excess  holdings  provisions  of  the  1969 
law  tend  to  have  the  same  diversifica- 
tion effect  on  foundations,  though  for 
different  reasons.  Many  major  foun- 
dations have  large  holdings  of  high- 
priced,  low-yield  stocks.  For  example, 
as  of  last  Jan.  1  the  Lilly  Foundation 
owned   $425   million   worth   of   Lilly 


stock  yielding  1.3%;  the  Johnson  & 
Johnson  Foundation  owned  J&J  shares 
with  a  market  value  of  $1.1  billion 
and  a  0.3%  payout;  and  die  Kresge 
Foundation's  $600  million  in  Kresge 
stock  was  yielding  only  0.5%. 

The  only  way  such  foundations  can 
meet  today's  4/8%  payout  requirement, 
assuming  that  they  do  not  choose 
to  shrink  steadily  in  size,  is  to  get  rid 
of  some  of  their  low-yield  securities 
for  high-yield  ones.  Consider  the  hy- 
pothetical example  of  a  foundation 
whose  sole  asset  is  $100  million  worth 
of  growth  stock  yielding  1%.  If  it  sold 
$45  million  of  its  stock  and  invested 
the  proceeds  in,  say,  8%  corporate 
bonds,  it  would  earn  enough  income 
to  meet  the  4)^%  test. 

Of  course,  the  foundation  might 
have  to  sell  more  than  $45  million 
worth  if  the  shares  it  retained  amoimt- 
ed  to  over  20%  of  the  company's 
shares.  But  in  any  case  it  would  have 
to  sell  some  of  its  shares— to  get  the 
wherewithal  to  meet  the  4/8%  payout 
rule  while  it  was  restructuring  its  port- 
folio. So  all  the  pressures  point  to- 
ward a  steady  stream  of  secondary  is- 
sues from  foundations  with  substan- 
tial growth  stock  holdings.  Founda- 
tion secondaries  to  date  already  total 
an  estimated  $750  million. 

All  this  could  have  interesting  and 
as  yet  untested  consequences  for  the 
individual  investor  and  for  corporate 
management  alike.  It  could  mean,  for 
example,  that  stocks  like  Lilly,  Kresge 
or  Johnson  6e  Johnson  will  start  to  lose 
some  of  their  volatility,  as  the  floating 
supply  of  shares  is  significantly  in- 
creased. And  company  managers 
might  well  give  serious  thought  to 
raising  dividends,  in  order  to  remain 
attractive  to  foundation  treasurers,  or 
to  raising  more  corporate  capital  as 
high-return  debt  sold  to  foundations. 

Paper  Problems 

The  sharp  increase  in  federal  regu- 
lation of  foundations  that  the  1969 
law  represents  has  been  welcomed  by 
foundation  executives  with  all  the 
alacrity  of  a  man  asked  to  accept  a  hot 
coal  without  tongs.  To  a  man,  they 
speak  darkly  of  the  cost  of  making  de- 
tailed tax  reports.  Roger  Kennedy,  fi- 
nancial vice  president  of  the  Ford 
Foundation,  estimates  that  the  4%  tax 
on  foundation  investment  income  "sim- 
ply reduces  by  4%  [approximately  $9 
million]  the  amount  we  could  give 
away  each  year."  And  President  Alan 
Pifer  of  the  Carnegie  Foundation,  out- 
raged tliat  his  foundation  had  to  pay 
$521,000  in  taxes  last  year,  wrote 
stiffly  to  the  Secretary  of  the  Treasuiy 
that  "this  sum  .  .  .  would,  without  the 
tax,  have  been  given  in  its  entirety 
to  colleges,  universities,  medical 
schools  and   other  charitable  institu- 
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ThE"BRflJI>l"ThflTFiTS 
J[>l  VDIJH  ShIHT  PDChET 

Our  Bowinar/901B  Electronic  Calculator  is  so  compact  it  actually  fits  in  your 
shirt  pocket.  Compare  its  size  (3x5x1")  and  weight  (less  than  a  pocket  trans- 
slstor  radio)  with  that  of  other  so-called  "pocket  models,"  which  often  measure 
8"  or  more  and  weigh  two  or  three  pounds. 

But  size  and  weight  are  only  part  of  the  story.  The  Bowmar/901B  performs 
every  arithmetical  function  you  would  expect  from  an  electronic  desk  calculator 
and  some  found  only  in  advanced  models.  There  are  such  niceties  as  ■  stored 
constant  ■  full  floating  decimal  ■  chain  multiplication/division. 

The  Bowmar/901B  features  ■  8-digit  read-out  ■  the  advanced  technology  of 
Lie  circuitry.  ■  It's  powered  by  contained  NICd  rechargeable  batteries 
(charger  is  included)  ■  but  it  can  be  operated  directly  from  house  current. 

As  an  executive,  salesman,  accountant,  engineer  or  student— anyone  who 
needs  fast  answers,  you  can  hardly  operate  competitively  without  the  aid  of  an 
electronic  calculator.  It  has  become  the  indispensable  tool.  But  until  now, 
price  has  been  a  hurdle.  And  here,  beyond  size  and  performance,  is  the  best 
surprise:  US-made  Bowmar/901B  costs  just  $179— less  than  you  would  expect 
to  pay  for  a  mechanical  calculator. 

Order  the  Bowinar/901B  in  confidence.  Use  it  for  two  weeks.  Then— if  it  doesn't 
fill  your  every  expectation,  return  it  for  full  refund.  There  will  be  no  quibbling. 
You  are  the  only  judge.  But,  we  know  this  won't  happen.  The  speed,  compact- 
ness and  convenience  of  the  Bowniar/901B  give  you  an  advantage— a  com- 
petitive edge  you'll  simply  not  want  to  do  without. 

n  Please  send  me  the  Bowmar/901B  with  carry  case,  battery  charger,  oper- 
ating Instructions  and  warranty.  My  check  for  $181  ($179  plus  $2  postage  and 
insurance)  is  enclosed.  California  residents  add  tax.  I  may  return  the  unit 
within  two  weeks  for  full  refund  if  not  satisfied. 


Name 

Address- 


-Zip. 


FM061S 


havepbill^ 

A  Time  Inc.  Subsidiary 

584  Washington,  San  Francisco  94111 


PflJCE- 
ilJST  S  17<i 


tions,  mostly  under  private  control." 

President  David  Freeman  of  the 
Council  on  Foundations  vi^ams  that,  as 
a  result  of  the  new  regulations,  "very 
few  attorneys  are  now  prepared  to 
recommend  the  establishment  of  a 
private  foundation  as  part  of  their  es- 
tate planning  process."  Indeed,  he 
adds,  some  small  foundations,  when 
"confronted  with  the  maze  of  regula- 
tions and  additional  forms  to  be  filled 
out,  and  the  penalties  for  failure  to 
comply,  may  decide  it's  just  not  worth 
the  candle  and  go  out  of  business." 

And  those  foundations  that  carry 
on,  continues  Freeman,  are  apt  to  find 
their  freedom  of  action  sharply  cur- 
tailed. For  example,  he  says,  "It's  pos- 
sible for  foundations  to  continue  to 
support  voter  registration  work  only 
under  very  complex  formulas  as  to  the 
number  of  states  in  which  they  op- 
erate—no less  than  five,  I  think— and 
only  if  grants  are  not  earmarked,  and 
only  if  the  recipient  agency  has  sup- 
port from  a  number  of  different 
sources,  and  so  forth.  By  the  same  to- 
ken, drug  rehabilitation  centers  that 
don't  have  the  publicly  supported 
classification  or  don't  have  the  right 
kind  of  bookkeeping  can  only  be  sup- 
ported if  the  grants  are  much  more 
carefully  policed  by  the  foundation. 
The  result  is  to  cause  some  founda- 
tions to  draw  back  from  some  of  the 
toughest  problems  in  our  society." 

Is  the  prospect  all  that  gloomy? 
Perhaps  not.  The  most  vociferous 
foundation  protesters  will  admit  that, 
for  all  foundations  taken  together,  the 
net  result  of  the  new  regulations  will 
be  to  increase  payouts  to  charity. 

As  for  the  new  foundation  birth 
rate,  the  1969  law  may  indeed  make  it 
harder  for  the  tax  advisers  of  mod- 
erately well-to-do  individuals  to  set 
up  foundations  "as  part  of  their  estate- 
planning  process,"  which  sounds  sus- 
piciously like  pure  tax  avoidance.  Of 
course,  that  was  hardly  the  legislative 
intent  when  foundations  were  largely 
exempt  from  taxation.  But  a  really 
wealthy  man,  one  whose  stock  hold- 
ings run  into  the  hundreds  of  millions 
of  dollars,  has  little  alternative  to  set- 
ting up  a  foundation.  For  paying  his 
estate  tax  would  eventually  require 
selling  most  of  his  holdings— and  possi- 
bly breaking  the  market  in  the  process. 

Of  course,  the  provisions  of  the 
1969  law  have  been  applied  to  foun- 
dations so  recently  that  the  ultimate 
result  can  be  discussed  only  in  terms 
of  surmise,  not  certainty.  Will  the 
greater  payout  from  existing  founda- 
tions offset  any  tendency  for  fewer 
new  foundations  to  be  formed?  Can 
very  wealthy  individuals  afford  to  be 
deterred  by  the  stiffer  regulations? 

Tax  reform.  So  desirable  in  theory. 
So  difficult  of  actual  application.   ■ 
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Building  jetliners  doesn't  make  us 

a  different  kind  of  aerospace  company. 

Building  the  DC-10  does. 


We  designed  our  new  family  of  DC-1  Os  to 
orofitably  serve  on  more  airline  routes  than  any 
other  new-generation  jetliner.  That  alone 
makes  the  DC-10  — and  McDonnell  Douglas- 
something  special  in  the  aerospace  field.  D 
The  270  to  345  passenger  DC-10  can  make 
money  on  intercity  flights  as  short  as  200 
miles,  and  on  intercontinental  non-stop  routes 
as  far  as  6,100  miles.  D  With  the  DC-10, 
airlines  can  now  offer  travelers  wide-cabin 
spaciousness  and  luxury  on  flights  to  many 
airports  bypassed  by  larger  jets.  And  its  quiet, 
smokeless  engines  make  it  a  good  neighbor 
wherever  it  goes.  D  We  plan  all  our  programs 
with  an  eye  on  the  future:  ours,  and  our 
customers'.  Just  as  we  designed  the  DC-10 

to  meet  airline 
needs  through  the 
Seventies  and  well 
into  the  Eighties, 
we're  creating  the 


Air  Force's  new  F-15  fighter  to  meet 
challenges  to  U.S.  air  superiority  for  many 
years  to  come.  D  In  space,  the  S-IVB 
Saturn/Apollo  booster  stage  we  build  to  help 
America's  astronauts  reach  the  Moon  will  soon 
take  on  an  added  assignment  as  the 

workshop  and  crew 
quarters  for  NASA's 
Skylab  program.  D 
To  find  out  more  about 
how  we  are  a  different 
kind  of  aerospace  company,  please  write  to 
McDonnell  Douglas,  Box  14526,  St.  Louis,  Mo.  63178. 
We'll  send  our  annual  report. 

These  forward-looking  airlines  have  chosen  the  DC-10: 
American  Airlines,  United  Air  Lines,  Northwest  Airlines, 
Trans  International  Airlines,  KLM-Royal  Dutch  Airlines, 
Scandinavian  Airlines  System  (SAS),  Swissair, 
UTA  French  Airlines,  Overseas  National  Airways, 
National  Airlines,  Air  Afrique,  Alitalia,  Continental  Airlines, 
Air  New  Zealand,  Sabena  Belgian  World  Airlines, 
Lufthansa  German  Airlines,  Atlantis,  Finnair, 
Delta  Air  Lines,  Western  Airlines,  Iberia  Air  Lines, 
Laker  Airways,  Martinair  and  VIASA. 
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Mr.  Stay-at-Home 


This  Japanese  company  won't  threaten  its  U.  S.  counterparts.  It  iikes  what  it  has. 


Rare  is  the  U.S.  businessman  who 
doesn't  worry  about  large-scale  Jap- 
anese competition.  But  not  the  U.S. 
brewing  kings:  Anheuser-Busch, 
Schlitz  and  Pabst.  It's  not  that  the 
Japanese  aren't  in  beer.  They're  big  in 
it.  In  the  entire  world,  their  Kirin 
Brewery  Co.,  Ltd.  is  second  only  to 
Anheuser-Busch  in  net 
sales. 

But  beer  is  too  ex- 
pensive to  ship  in  quan- 
tity. Nor  does  it  travel 
well.  As  for  an  over- 
seas brewery,  even  the 
toughest  of  the  Japa- 
nese businessmen  have 
hesitated  about  manu- 
facturing in  the  U.S. 
The  capital  required, 
the  labor  problems  and 
the  marketing  hurdles 
are  all  too  steep  for  the 
cautious  Japanese.  Kir- 
in is  no  exception. 

Weep  not  for  Kirin, 
however.  It  has  a  stran- 
glehold, over  60%,  of 
what  is  probably  the 
most  beautiful  beer 
market  in  the  world. 
The  Japanese  beer  mar- 
ket is  growing  at  an  annual  rate  of  8%, 
twice  the  rate  of  the  by-no-means 
stagnant  U.S.  market.  Moreover,  it 
has  plenty  of  room  to  go  on  growing 
at  a  fast  rate:  The  average  Japanese 
upends  83  bottles  a  year  as  against 
192  for  the  average  American,  and 
381  for  the  average  West  German. 

One  thing  that  has  held  consump- 
tion down  in  Japan  is  the  relatively 
low  wages.  The  typical  Japanese  work- 
er earns  only  a  third  to  a  fourth  as 
much  as  his  U.S.  counterpart.  But 
with  wages  rising  15%  to  20%  a  year, 
more  Japanese  can  find  the  25  cents 
or  so  it  takes  to  buy  .i  bottle  of  Kirin. 
(It  may  sadden  the  traditionalists, 
but  it  is  a  fact  of  life  that  as  the  Jap- 
anese become  more  affluent  and 
younger  people  mature,  they  drink 
less  sake,  more  beer  and  whiskey. ) 

Of  course,  8%  growth  is  not  very  ex- 


citing by  Japanese  standards,  so  Kirin 
is  adding  a  few  more  strings  to  its 
bow.  Hard  liquor,  for  example.  Since 
last  year  Kirin  has  distributed  Sea- 
gram's products  in  Japan.  Now  it  is 
planning  a  partnership  with  Seagram's 
for  a  distillery.  Probable  first  product: 
a  "scotch"  whiskey.  At  the  moment,  Ja- 


pan has  nothing  like  Seagram's  or 
Schenley  or  National  Distillers.  But  it 
will  have,  and  Kirin  clearly  intends  to 
fill  the  role.  The  major  domestic  scotch 
producers  at  the  moment  are  Suntory 
and  Nikka. 

Antitrust?  In  Japan?  Forget  it. 
There  have  been  rumblings  about  Kir- 
in's  market  share  being  too  large,  but 
management  isn't  much  worried:  "At 
present,"  President  Asajiro  Takahashi 
says  blithely,  "Japanese  law  is  not 
authorized  to  say  that  Kirin  should  be 
divided  into  pieces." 

Kirin  does  things  that  would  be  flat- 
ly illegal  in  most  states  in  the  U.S.  It 
owns,  for  example,  a  hotel  and  ten 
beer  halls  and  restaurants.  These  are, 
in  effect,  captive  outlets  for  its  prod- 
ucts. Digging  deeper  into  the  web  of 
connections  that  underlie  Japanese  in- 
dustry, it  turns  out  that  Kirin  is  an  off- 


shoot of  the  powerful  and  ubiquitous 
Mitsubishi  group  (  Forbes,  May  1 ) , 
whose^  combined  assets,  over  $30  bil- 
lion, dwarf  even  those  of  General  Mo- 
tors. "As  Mitsubishi  group  members, 
we  help  each  other,"  says  President 
Talcahashi.  Not  the  least  of  the  help  is 
the  I  million  Mitsubishi  employees  and 
their  families,  who 
would  rather  die  than 
be  seen  drinking  any- 
thing but  Mitsubishi 
beer.*  Nor  does  it  hurt 
that  the  Japanese  con- 
sumers associate  Kirin 
with  the  Mitsubishi 
name;  in  Japan,  big 
business  has  a  highly 
favorable  image. 

Kirin  has  outdis- 
tanced its  competitors 
mainly  by  pushing  hard 
into  the  growing  home- 
consumption  market, 
while  they  focused  on 
the  traditional  bar  and 
restaurant  business. 

In  Japan,  unlike  in 
the  U.S.,  advertising  is 
not  yet  the  name  of  the 
game.  The  problem  is 
to  supply  the  market. 
For  example,  Kirin  spent  only  about 
$3  million  on  1970  advertising,  70 
cents  per  $100  of  sales.  Schlitz,  to  sell 
roughly  the  same  amount  of  beer, 
spent  $30.7  million.  The  fact  is  that  in 
Japan  growth  depends  more  upon 
capital  than  upon  marketing  skill.  The 
Mitsubishi  connection  has  come  in 
very  handy  in  raising  money. 

With  all  this  going  for  it,  Kirin  has 
blitzed  the  Japanese  market.  Twenty 
years  ago  it  held  under  30%  of  the  mar- 
ket as  compared  with  Sapporo's  37% 
and  Asahi's  34%.  Today  Asahi  and 
Sapporo  combined  have  only  40%. 

Kirin  has  yet  another  handy  source 
of  capital.  In  Japan,  excise  taxes  take 
nearly  half  of  the  price  of  a  bottle  of 
beer,  vs.  an  average  of  just  17%  in  the 

'When  Forbes  Reporter  Judith  Koblentz  asked 
him  about  the  Mitsubishi  connection,  Takahashi 
blushed  and  reached  into  his  pocket  for  a  company  pin 
which  he  promptly  pinned  into  his  lapel. 


The  Big  Four  Brewers 

Net 

Sales 

(millions) 

Barrels 
Produced 
(millions) 

Net 
Earnings 
(millions) 

Return  on      Return  on 
Net  Sales          Equity 

Current 
Price 

1971-72 
Price 
Range 

Current 
P/E 

Anheuser-Busch,  Inc. 

$902.5 

24.4 

$71.6 

7.90/0 

20% 

68V4 

69'/8-27 

41 

Kirin  Brewery  Co.  Ltd. 

590.4 

15.4 

31.4 

5.3 

21 

.93 

.95.61 

14 

Jos.  Schlitz  Brewing  Co. 

522.1 

16.7 

35.3 

6.7 

17 

50 

51     -22'/8 

40 

Pabst  Brewing  Co. 

311.9 

11.8 

25.3 

8.1 

14 

90>/2 

91%-453/8 

34 
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"This  year,  we'll  insure  $2  billion  worth  of 
leisure  activities'.'     Rod  Day  is  head  of  coordination 
in  Johnson  &  Higgins'  Philadelphia  office.  He  sees 
that  our  speciahsts  mesh  their  skills  for  every  client. 
Sport  and  the  arts  are  big  business  today,'  Rod  says. 
Insuring  leisure  is  hard  work!' 

What's  true  in  the  leisure  industry  is  true  in  your  own. 
Johnson  &  Higgins  has  offices  in  major  cities  here  and  abroad. 
Call  us.  Well  make  your  insurance  work  for  you. 

Johnson  &  Higgins 

the  leisure  industry's  insurance  broker 


_  [ecutive 

inpdeiitial 

>ans 

$1500to$8500 

• 

A  nation-wide  service  used  by 
over  20,000  executive  and  pro- 
fessional men  as  a  quick  and 
convenient  source  of  credit, 
either  for  immediate  needs  or 
a  credit  line  for  future  use. 
There  is  no  charge  for  establish- 
ing your  credit  line.  No  col- 
lateral ...  no  embarrassing  in- 
vestigation. All  details  handled 
by  personal  mail  in  the  privacy 
of  your  office. 

References: 

The  First  National  Bank  of  Minneapolis 

Continental  Illinois  National  Bank 

of  Chicago 

• 

Phone,  toll  free,  800-328-7328  or  write 

Mr.  T.  K.  Lindblad 

Executive  Loan  Director 


m 


Industtial  Credit  Plan,  Inc. 

241  Hamm  Building 
St.  Paul,  Minnesota  55102 


WHY  GIVE  US 

PERMISSION 

TO  BUY  AND  SELL 

WITHOUT  YOUR 

PERMISSION? 


Because  we  specialize  in  managing 
personal  investment  accounts  of 
$5,000  or  more  for  aggressive  capital 
growth  for  investors  who  appreciate 
the  risks  and  rewards  of  a  common 
stock  portfolio.  You  own  the  stocks 
—  the  account  is  in  your  name  with 
your  broker.  But  we  do  all  the  buying 
and  selling  —  we  have  a  full-time 
staff  of  experienced  market  analysts 
assisted  by  continual  research  and 
computer  data.  If  that  makes  sense  to 
you,  give  us  permission  to  send  you 
our  32-page  booklet  "Declare  Your 
Own  Dividends". 


SPEAR&STAFFINC. 

Investment   Management  Div.   Dept.    ivlF615 
Babson  Park,  Mass.  02157 

Please  send  me  a  complimentary 
copy  of  "Declare  Your  Own  Dividends. 

Name^ 


Address 

City 

State Zip_ 

CONFIDENTIAL: 

Approx.  Account  Size  $. 

Broker 


U.S.  Kirin  thus  collects  about  $50 
million  a  month  in  taxes  for  the  Jap- 
anese government.  In  part  as  a  reward 
for  this  service,  the  government  per- 
mits the  breweries  to  hold  back  these 
taxes  for  from  90  to  120  days.  In  ef- 
fect, then,  Kirin  has  on  average  up- 
wards of  $150  million  in  interest-free 
government  money  to  help  finance  its 
business;  this  frees  the  breweries  from 
the  burden  of  short-term  debt  which 
aflEicts  most  Japanese  companies. 

It  also  enables  Kirin  to  play  the  typi- 
cal Japanese  game  of  combining  a  low 
margin  on  sales  with  a  high  return  on 
equity.  Thanks  in  part  to  this  tax  mon- 
ey, Kirin  finances  its  net  sales  of  $590 
million  with  just  $190  million  in  equi- 
ty capital,  a  ratio  of  32  cents  in  equi- 
ty to  every  $1  in  sales;  Anheuser- 
Busch,  by  contrast,  needs  46  cents. 

Payout 

So  it  is  that  Kirin  nets  just  5%  on  the 
sales  dollar  vs.  Anheuser's  8%;  yet  Kirin 
earns  20%  on  stockholders'  equity,  as 
much  as  Anheuser— which  is  in  the  top 
rank  of  U.S.  companies  for  profitabili- 
ty {see  table,  p.  68). 

In  addition  to  whiskey,  Kirin  is 
branching  out  into  two  other  direc- 
tions. It  is  known  to  be  flirting  with 
both  food  and  drug  products.  It  is  in- 
terested in  fermentation-produced 
drugs,  where  the  Japanese  have  a 
strong  background.  But  the  big  thrust 
is  in  soft  drinks. 

Kirin 's  first  soft  drink  was  a  flop. 
In  the  early  1960s  Coca-Cola  came  to 
Japan,  swept  the  market  and  today 
holds  over  50%  of  it.  Unable  to  beat 
Coke,  Kirin  joined  it.  It  owns  a  con- 
trolling interest  in  a  very  profitable 
Coke  bottling  plant  in  the  Osaka  area 
300  miles  from  Tokyo.  The  Kirin  peo- 
ple watched  and  learned.  Says  one  Kir- 
in employee:  "When  the  Coke  people 
came  to  see  us,  they  showed  us  what 
we  were  doing  wrong.  We  were  sell- 
ing soft  drinks  like  beer.  We  ignored 
all  sorts  of  obvious  markets.  Now  we 
put  vending  machines  anywhere  there 
are  people— in  railroad  stations,  golf 
courses,  even  hospitals."  Kirin's  Lemon 
Fizz  and  Orangeade  now  contribute 
about  $49  million  in  sales,  4%  of  Kii- 
in's  volume,  and  are  now  making  at 
least  a  little  money. 

As  for  the  U.S.,  Kirin's  ambitions 
seem  limited  to  the  high-priced  mar- 
ket—less than  1%  of  the  total— where 
it  is  competing  against  the  German 
and  Dutch  beers. 

But  with  so  much  going  for  it— a 
dynamic  beer  market,  rising  whiskey 
sales  and  promising  soft  drinks— Kirin 
hardly  lias  to  in\ade  the  U.S.  It  is 
beaulifuUy  and  almost  uniquely  sit- 
uated to  capitalize  on  what  may  well 
be  tlie  best  growlli  market  of  all,  the 
Japanese  home  market.   ■ 


Weight  Watchers.  In  Japa- 
nese sumo  wrestling,  bulk  is  an 
advantage:  Champions  often 
weigh  300  lbs.  One  way  the 
young  sumo  wrestlers  (above) 
put  on  the  beef  is  by  drinking 
beer.  Naturally,  says  Kirin, 
they   drink   mostly   Kirin   beer. 
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Happy 
Birthday 
to  our  first-born 


Continental  Telephone's  first  acquisition,  Millstadt  Telephone  Company,  has  now  been 
with  us  eleven  years.  Nourished  by  Continental's  investnnent  of  $1,955,100  in  the 
upgrading  of  service,  Millstadt  today  provides  74%  of  its  subscribers  with  single  party 
service,  touch  tone  dialing  in  two-thirds  of  its  exchanges  and  direct  distance  dialing  in 
all.  And  one  result  is  a  station  growth  rate  that  has  been  averaging  7.8%  per  year. 

The  development  of  Millstadt,  now  a  part  of  our  lllini  State  Telephone  Company,  is 
not  unique.  It's  a  story  that  has  been  repeated  hundreds  of  times  in  the  42  states  served 
by  the  Continental  System.  Last  year  alone,  we  added  114,792  new  telephones  within 
the  System  — an  internal  growth  rate  of  6.7%  for  Continental  compared  with  4.3%  for 
the  entire  U.S.  telephone  industry. 

Building  solid  growth  through  better  service"  is  our  slogan  — whether  we're 
celebrating  the  birthday  of  our  eldest  or  welcoming  the  newest  addition  to  the 
Continental  System. 


For  further  information 

send  for  our  annual  report  Write  to: 

Continental  Telephone  Corporation 

Dulles  International  Airport 

PC  Box  17409 

Washington.  D  C.  20041 


© 


Continental  Telephone 


Northern  explores 
for  gas  supplies 
in  Arctic  Islands 


1 


Northern  acquires 
Alberta  reserves 
for  U.S.  pipeline 
and  looks  to  Northwest 
Territories  for  gas 


Northern  active 
in  Alaska  pipeline 
feasibility  project 


Northern  obtains 
rights  to  gas 
on  North  Slope. 
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Northern  obtains 
Montana  reserves, 
seeks  gas  in  Rocky 
Mountain  region 
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Northern  intensifies 
search  for  gas 
in  the  Southwest 


Everyone  talks  about 

the  gas  shortage, 

but  Northern  is  doing 

something  about  it. 

Everyone  says  there's  a  natural  gas  shortage  in 

America  today.  They're  right. 

It  doesn't  mean  we're  running  out,  it  means  we're  using 

our  gas  faster  than  we're  developing  new  supplies.  Such 

supplies  are  there,  it's  just  up  to  us  to  find  them. 

And  at  Northern  we're  not  just  talking  about  the 

gas  shortage.  We're  doing  something  about  it. 

Like  rationing  industrial  customers  able  to  use 

other  fuels  so  there's  plenty  of  fuel 

for  our  residential  consumers. 

But  that's  no  solution.  In  order  to 

assure  industrial  growth  In  our 


areas  and  help  cut  pollution.  Northern 
must  find  substantial  new  reserves  of  gas. 
And  here's  what  we're  doing: 

•  Opening  new  gas  supply  and  exploration  offices. 

•  Increasing  our  gas  buying  and  exploration  efforts  in  our 
traditional  supply  area,  the  southwestern  United  States. 
In  1971,  Northern  replaced  87  percent  of  its  production 
for  that  year.  ' 

•  Joining  others  to  investigate  the  feasibility  of  a  major 
pipeline  from  Alaska  and  the  Arctic  Islands. 

•  Committing  $  1 25  million  to  the  search  for  gas  in  remote 
areas  of  the  North  American  Continent,  the  Alaskan 
North  Slope,  the  Arctic  Islands,  the  Yukon,  the 
Northwest  Territories  and  the  Rocky  Mountain  States. 
Northern  recognizes  that  supplies  of  gas  from  these 

remote  areas  are  going  to  be  more  expensive 
for  consumers.  We  don't  like  this— but  we  like 
the  alternative  even  less. 
Doing  something?  You  bet  we  are. 
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Northern 
Natural  Gas 
Company 

Omaha.  Nebraska 


Reform  vs.  Revolution 

That's  the  choice  that  faces  the  insurance  companies  on 
workmen's  compensation.  Naturally,  they  favor  reform. 


It's  fairly  rare  to  find  big  business 
and  big  labor  on  the  same  side  of  the 
fence,  rarer  still  when  the  Ralph  Na- 
der types  support  them  both.  That's 
just  what's  happening  in  many  state 
legislatures  these  days.  The  subject 
on  which  they  all  agree  is  workmen's 
compensation.  They  all  agree  it  should 
be  made  more  liberal  in  many  states. 

Supporting  such  liberalization,  state 
insurance  associations— representing 
Big  Insurance— have  l^een  lobbying 
cheek-by-jowl  with  union  lobbyists. 
Last  year  they  helped  produce 
changes  in  workmen's  compensation 
laws  in  49  of  the  50  states  and  in 
Puerto  Rico.  Twenty-three  states  raised 
the  miiximum  weekly  benefits  for 
temporary  total  disability.  Minnesota, 
for  example,  raised  payments  from 
S70  to  S80  a  week,  and  Ohio  went 
from  S63  to  $84  a  week  with  a  provi- 
sion for  annual  adjustments  based  on 
the  Consumer  Price  Inde.x.  Delaware 
liberalized  its  disfigurement  provision 
by  allowing  compensation  for  serious 
and  permanent  disfigurement  of  any 
part  of  the  body.  Formerly  payments 
were  limited  to  disfigurement  visible 
when  the  body  was  normally  clothed. 

Along  with  the  trade  unions,  the  in- 
surance companies  are  agitating  to 
have  workmen's  compensation  made 
compulsory  in  every  state,  for  in- 
creased benefits,  for  broader  coverage. 

Their  motive?  Well,  of  course,  high- 
er benefits  mean  higher  premiums. 
There's  more  to  it,  though.  The  insur- 
ance men  fear  that  if  the  states  don't 
upgrade  the  laws  now,  the  Federal 
Government  will  take  over  administer- 
ing workmen's  compensation.  That  is 
what  the  AFL-CIO,  for  example, 
would  eventually  like  to  see— even 
though   it   does    back    the    insurance 


companies  in  liberalizing  the  state 
systems.  The  companies  are  dead  set 
against  federal  regulation,  which  they 
feel  would  be  tougher  than  state  reg- 
ulation, more  difficult  to  influence. 

Ihe  insurance  men  have  another 
reason  for  wanting  reform.  They  fear 
increasing  competition  from  other 
benefit  systems,  such  as  Social  Secur- 
ity and  private  health  plans.  Says  Paul 
S.  Wise,  president  of  the  American 
Mutual  Insurance  Alliance,  "These 
competing  systems  are  moving  ahead 
at  a  rapid  pace  and  may  flow  into  the 
vacuums  left  by  failure  of  workmen's 
compensation  to  adequately  handle 
industrial  accident  cases." 

Workmen's  compensation  is  a  $6- 
billion  business.  A  forthcoming  report 
by  Best's  Executive  Data  Service  indi- 
cates that  of  35  leading  stock  compa- 
nies listed  in  the  report,  30  last  year 
made  $149  million  underwriting  work- 
men's compensation.  CNA  Insurance 
and  New  Jersey  Manufacturers  Insur- 
ance made  over  $19  million. 

Mutual  companies  did  even  better. 
Of  ten  leading  companies  listed  in 
Best's,  not  one  lost  money  on  work- 
men's compensation.  Liberty  Mutual 
Group  earned  $12  million,  Employ- 
ers Wausau  Group  $25  million.  Over- 
all, the  group  made  $116.6  million. 

The  insurance  companies  are  able 
to  make  big  profits  even  though  the 
average  premiimi  is  only  nine-tenths 
of  \%  of  total  payroll,  for  two  reasons. 

First  of  all,  workmen's  compensa- 
tion is  a  no-fault  system.  On  serious 
cases  .there  rarely  is  litigation,  because 
the  compensation  is  fixed  by  law.  Mi- 
nor cases  do  often  involve  adversary 
proceedings,  but  these  usually  take 
place  in  a  state  insurance  board  of- 
fice, not  in  court.  Second,  since  work- 


men's compensation  is  group  insur- 
ance, it  is  relatively  inexpensive  to  sell. 

The  major  problem  with  state  work- 
men's compensation  laws,  which  the 
insurance  companies  are  working  to 
change,  is  that  many  states  limit  bene- 
fits to  a  maximum  well  below  the 
poverty  line.  In  Louisiana,  for  exam- 
ple, a  totally  disabled  worker  receives 
65%  of  his  average  weekly  wage— but 
only  to  a  maximum  of  $49.  If  he  is 
disabled  for  life,  his  benefits  will  be 
cut  off  after  500  weeks;  in  Georgia, 
where  the  maximum  is  $50,  his  bene- 
fits will  end  after  only  400  weeks. 

In  Arizona,  by  contrast,  a  totally 
disabled  person  receives  65%  of  his 
average  weekly  wage  to  a  maximum 
of  $150  a  week  (plus  $2.50  a  week 
per  dependent).  A  worker  disabled 
for  life  will  be  paid  until  he  dies. 

Whaf's  a  Toe  Worfh? 

There  is  a  similar  disparity  in  the 
payments  for  loss  of  a  limb,  hearing 
or  eyesight.  "In  some  states,"  says  An- 
drew Kalmykow,  counsel  of  the  Ameri- 
can Insurance  Association,  "these  are 
unrealistically  low  in  the  light  of  ex- 
isting economic  conditions— $4,625  for 
the  loss  of  a  foot  in  Idaho,  for  exam- 
ple." Adds  Errol  J.  Johnstad,  president 
of  the  Flight  Engineers*  International 
Association:  "The  value  of  a  flight  en- 
gineer's toe  changes  a  dozen  times  in 
a  flight  across  the  U.S.  A  Hawaii  toe  is 
valued  at  three  times  an  Oklahoma 
toe  and  twice  that  of  an  Iowa  toe." 

The  insurance  associations  are  in 
general— though  not  in  complete- 
agreement  on  what  should  be  done. 
Basically,  they  want  the  benefits  for 
total  disability  raised  to  66?3%  of  the 
worker's  average  weekly  wage.  (Most 
would  include  periodic  increases  for 
inflation.)  They  want  higher  benefits 
for  physical  impairment.  They  want 
all  occupational  illnesses,  even  impair- 
ment of  hearing,  covered  just  as  in- 
juries on  the  job  now  are.  They  want 
unlimited  benefits  for  medical  care. 
(In  Kansas  the  limit  is  $10,500.) 
They  want  workmen's  compensation 
made  compulsory  for  all.  Some  states 
exempt  agricultural  employees  and 
domestics;  others  exempt  employers 
with  a  small  number  of  workers. 

In  short,  the  insurance  companies 
are  racing  against  time  to  help  create 
a  decent  system  of  state  compensa- 
tion before  the  demands  for  federal 
intervention  become  irresistible.  They 
may  or  may  not  win  their  fight:  Cyn- 
ics, especially  those  in  the  labor  un- 
ions, despair  of  substantial  increases, 
particularly  in  the  South.  But  the  in- 
surance companies  are  pushing  hard 
because  they  realize  that  the  only  way 
to  maintain  a  private  system  of  com- 
pensation insurance  is  to  make  sure 
that  it's  equally  fair  to  all  Americans." 
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Amfac  is  sugar  for  70  billion 

cups  of  coffee... 


Taking  a  break  from  the  everyday 
world  is  one  of  life's  little  pleas- 
ures. We  do  our  best  to  sweeten  it 
for  you. 

Amfac's  five  Hawaii  sugar  compa- 
nies produce  more  than  300,000 
tons  of  sugar  annually  .  .  .  enough 
for  some  70  billion  cups  of  coffee. 

We  try  to  sweeten  our  share  own- 
ers' lives,  too.  In  1971 ,  for  example, 
our  revenues  rose  25  percent  to 
$577,996,000... our  net  18  percent 
to  $19,506,000. 

Sugar  gave  us  our  start  122  years 


of  prudent  management.  Over  the 
years,  Amfac  has  come  to  mean 
many  things.  Land  Management. 
Hotels.  Resorts.  Fashion.  Financial 
Services.  But  all  have  evolved  nat- 
urally. Each  is  linked  in  skills  and 
services  to  the  others. 

All  we've  learned  about  sugar 
helps  our  agricultural  operations 
in  Australia  and  in  the  Northwest. 
When  we  acquired  Lamb-Weston, 
producers  of  frozen  potatoes,  our 
C&H  brand  sugar  was  already  fa- 
miliar in  11  western  states. 


boost ...  from  our  Hospitality 
Group's  know-how  in  the  food 
service  industry.  ..to  help  expand 
its  markets  in  frozen  french  fries. 

Logical  growth  builds  a  sound 
structure,  but  there's  something 
else,  too.  When  you  grow  up  on  an 
island,  where  everyone  is  just 
down  the  road,  you  develop  a 
built-in  concern  with  quality  and 
service.  A  management  attitude 
we've  never  lost. 

For  a  copy  of  our  latest  report, 
write  to  Amfac,  Inc.,  Dept.  C,  P.O. 


ago,  helped  us  build  a  solid  base    Lamb-Weston  will  get  still  another    Box  3230,  Honolulu,  Hawaii  96801. 

and  many  other  happy  things 


A  family  of  enterprises  enhancing  people  and  places. 


Faces  Behind  the  Figures 


A  New  Zeckendorf  Game? 

"Yov  can  never  tell  till  you  try," 
real  estate  man  William  Zecken- 
dorf used  to  say  back  in  his  salad 
days.  And  trying  worked— for  a 
while.  He  built  his  Webb  &  Knapp, 
Inc.  into  a  S300-million  realty  em- 
pire, and  launched  some  $3  billion 
worth  of  construction  in  North 
America.  But  he  took  chances  like 
some  men  take  to  drink.  In  1965 
Webb  &  Knapp  sank  in  a  sea  of 
debt.  "Zeckendorf  was  like  the 
Babe  Ruth  of  real  estate,"  says 
Webb  &  Knapp's  bankruptcy  trus- 
tee, former  Internal  Revenue  Com- 
missioner Mortimer  M.  Caplin. 
"Lenders  let  him  go  because  they 
figured  he  could  always  hit  at  least 
one  more  home  run." 

For  se\en  years  Zeckendorf  did 
his  best  to  avoid  the  limelight.  But 
now  he  has  settled  with  both  Cap- 
lin and  personal  creditors.  And  he 
wants  to  try  for  at  least  one  more 
home  run.  The  vehicle  is  a  recently 
announced  SlOO-million  apartment 
project  on  New  York's  Staten  Is- 
land. Now  a  bouncy  66,  he  says, 
"I'm  undergoing  a  renaissance." 

The  Staten  Island  project,  how- 
ever, seems  different  in  several 
ways  from  the  old,  highly  lever- 
aged Zeckendorf  deals.  "I'd  rath- 
er be  alive  at  18^  than  dead  at  the 
prime  rate,"  he  used  to  say.  But 
this  time  there  will  be  none  of  the 
secondary-  lenders  ('banks,  espe- 
cially) that  helped  bring  down 
Webb  &  Knapp.  The  risk  to  Zeck- 
endorf, in  fact,  seems  minimal. 
Ninety-fi\-e  per  cent  of  the  Staten 
Island  financing  is  expected  to 
come  from  a  New  York  State  loan 
program  for  middle-income  hous- 
ing. And  by  promising  half  the 
equity,  Zeckendorf  has  convinced 
Westinghouse  Electric  to  become 
a  cosponsor  of  the  3,500-unit  proj- 
ect. For  its  part,  Westinghouse  will 
provide  mainly  technical  muscle 
in  the  hope  that  precast  concrete 
wall  units  made  by  one  of  its  sub- 
sidiaries can  be  used. 

Zeckendorf  doesn't  even  own  the 
36-acre  site,  right  next  to  the  Stat- 
en Island  ferry  slip.  But  Alcoa, 
which  fell  heir  to  such  successful 
Zeckendorf  creations  as  Manhat- 
tan's U.N.  Plaza  and  the  Kip's  Bay 
apartment  house,  has  given  him  an 
18-month  option  to  buy.  Zecken- 
dorf did  own  the  site  only  two 
years  ago,  but  he  swapped  it  with 
Alcoa   for   the    giant   Society   Hill 


apartment  project  near  Philadel- 
phia's Independence  Hall.  Zecken- 
dorf and  a  large  insurance  compa- 
ny assumed  control  there. 

"This  whole  swap  arrangement 
I  credit  to  my  son,"  says  Zecken- 
dorf. The  emergence  of  William 
Zeckendorf  Jr.,  42,  is  another  dif- 
ference this  time  around.  Young 
Bill  used  to  be  a  silent  apprentice, 
but  now  he  is  calling  many  of  the 
shots.  Formally,  his  father  is  only 
a  salaried  adviser  to  Bill  Jr.'s  Gen- 
eral Property  Corp.  Bill  Jr.  man- 
aged what  was  left  of  the  empire 
(including  part  of  a  Manhattan 
building  and  one  in  Montreal) 
while  battling  his  father's  credi- 
tors. He  personally  is  paying 
$275,000  of  his  father's  $860,000 
settlement  of  a  $51-million  suit  in 
the  Webb  &  Knapp  case. 

The  role  hasn't  been  an  easy 
one.  "How  would  you  like  to  write 
a  check  that  big?"  he  says.  "It's 
been  a  horrendous  experience. 
We've  lost  our  family  fortune. 
We've  paid  our  price,  while  every- 
one else  has  cleaned  up  on  our  old 
projects  like  L'Enfant  Plaza  in 
Washington,  Place  Ville  Marie  in 
Montreal,  the  Mile  High  Center  in 
Denver.  Now  we're  going  to  move 
again,  but  on  a  slow,  sound  basis." 

Young  Zeckendorf  has  always 
been  more  cautious  than  his  brash, 
free-swinging  father.  When  he  did 
try  to  be  a  swinger— backing  the 
purchase  of  a  dozen  big  hotels  to 
finance  other  Webb  &  Knapp  proj- 
ects   out    of    their    cash    flow— he 


struck  out.  A  sudden  burst  of  com- 
petition from  new  hotels  meant 
that  the  venture  only  added  to 
Webb  &  Knapp's  debt  load. 

But  the  cautious  approach 
seems  to  dominate  this  time.  "We 
must  proceed  very,  very  conserva- 
tively," says  the  elder  Zeckendorf. 
Both  feel  they  won't  have  to  rely  on 
the  banks  this  time,  for  the  emer- 
gence of  real  estate  investment 
trusts  (REITs)  and  equity-minded 
insurance  companies  will  smooth 
the  path  of  the  creative  developer. 
They  are  willing  to  give  up  equity 
if  necessary.  There  will  be  no 
secondary  lenders  lurking  about. 
Instead,  the  Zeckendorfs  will  wait 
patiently  for  the  big  companies  to 
come  across.  "The  important  deals 
are  going  to  be  made  in  this  coun- 
try when  and  if  a  large  corpo- 
ration wants  to  make  them,"  says 
Zeckendorf  Sr. 

But  if  Zeckendorf's  new  try  is 
going  to  turn  into  a  renaissance, 
there  will  have  to  be  baby  steps 
before  giant  steps.  And  no  one  is 
more  aware  of  that  than  young 
Bill  Zeckendorf. 

"Look,"  he  says,  "I  don't  want 
people  to  say,  'They  have  four  or 
five  grand  projects.'  I  want  them  to 
say,  'They  have  one  big  one.  And 
if  they  are  successful  at  that,  then 
maybe  they'll  get  all  the  apart- 
ments, all  the  projects,  all  the  mon- 
ey in  the  world.'  But  if  we  flop 
with  this  one,  people  are  going  to 
say,  'Who  the  devil  wants  to  go  in 
business  with  them?'  "  ■ 


Zeckendorf  Jr.  and  Sr. 
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Faces  Behind  the  Figures 


The  Boss  Who  Cut  His  Own  Pay 

How  can  a  man  who  runs  a  com- 
pany that  last  fiscal  year  had  sales 
of  a  mere  $114  million  possibly  jus- 
tify paying  himself  a  salary  of 
$412,000,  which  is  exceeded  by 
only  two  other  chief  executive  of- 
ficers? Justify  it?  President  Charles 
S.  Mclntyre  Jr.  insists  he's  doing 
Monroe  Auto  Equipment  a  favor. 
"I've  taken  a  salary  cut,"  he  says. 
"Way  back  when  my  father  [who 
founded  the  company]  was  alive, 
his  compensation  was  3%  of  net 
sales.  When  he  died,  my  two  late 
brothers  and  I  ananged  to  draw  1% 
each.  At  1%  of  sales,  my  salary 
should  be  $1.1  million." 

Monroe  can  well  aftord  to  pay 
Mclntyre  the  $412,000.  Head- 
quartered in  the  southeastern  cor- 
ner of  Michigan,  the  company  has 
50?  of  the  shock  absorber  replace- 
ment market,  a  33%  operating  profit 
margin  (which  exceeds  Eastman 
Kodak's),  a  net  profit  margin  of 
15%  (which  exceeds  IBM's)  and  a 
return  on  equity  of  25%  (which 
beats  Xerox'). 

Though  Monroe's  assets  are  under 
$100  million,  the  market  places  a 
value  of  $589  million  on  the  com- 
pany, and  its  stock  sells  at  28  times 
estimated  earnings.  Mclntyre  and 
members  of  his  family  own  36.4% 
of  the  shares  outstanding,  and  this 
makes  Monroe  one  of  those  cor- 
porations where  ownership  and 
management  rest  in  the  same 
hands.  "We're  a  family-controlled 
company,"  he  says.  "I  haven't  taken 
time  ofl^  to  count  how  many  sons, 
nephews  and  in-laws  1  have  in  this 
business.  My  two  brothers  and  I 
each    had    five    children.    All    the 


male  members  are  either  in  the 
business  now  or  planning  to  come 
in.  1  also  have  three  -nephews  by 
marriage  here,  too." 

When  founder  Mclntyre  died  in 
1937,  there  was  no  question  of 
which  of  his  three  sons  should  head 
the  company.  They  decided  they 
all  would.  "When  my  brothers  were 
alive,  all  three  of  us  had  to  agree 
on  any  major  policy  change,"  says 
Mclntyre.  "We  didn't  have  too 
many  arguments,  but  we'd  go  round 
and  round  until  all  three  of  us 
were  convinced.  I  think  maybe 
that  was  pretty  good  business,  be- 
cause we'd  look  at  all  sides  of  the 
question. " 

When  Charles  Mclntyre  dies, 
his  eldest  son  and  the  eldest  sons  of 
hisH^rothers  will  take  over  the  busi- 
ness and  run  it  the  same  way.  That 
has  already  been  discussed. 

Founder  Mclntyre  was  a  dealer 
in  hay  who  became  an  early- 
Dodge  dealer,  then  a  manufacturer 
of  shock  absorbers.  His  only  mar- 
ket was  Detroit's  Big  Three.  But  in 
the  late  Forties,  the  Big  Three  all 
started  making  their  own  .shock  ab- 
sorbers. Facing  disaster,  the  Mc- 
lntyre brothers  decided  to  enter 
the  replacement  market.  The  re- 
placement market  then  was  minus- 
cule, but  Monroe  set  out  to  make 
car  owners  aware,  through  adver- 
tising, that  1)  there  was  such  a 
thing  as  shock  absorbers,  and  2) 
that  shock  absorbers  should  be  re- 
placed periodically  in  the  interest 
of  safety. 

Others  went  into  the  replacement 
market,  too.  Theoretically,  that 
should  have  led  to  price-cutting. 
The  Mclntyre  brothers,  instead, 
raised   prices.    Warehouse    jobbers 


Mclntyre  of  Monroe  Auto  Equipment 

got  just  as  big  a  profit  margin  from 
Monroe's  competitors  as  from  Mon- 
roe, but  since  Monroe's  shock 
absorbers  sold  for  more,  the  ware- 
house jobbers  made  a  bigger  dollar 
profit  by  pushing  them. 

Monroe  also  established  a  close 
personal  relationship  with  the  job- 
bers. They  call  Mclntyre  personal- 
ly when  they  have  a  problem.  Each 
year  the  company  takes  its  most 
successful  jobbers  on  a  trip  abroad. 
"Join  Monroe  and  see  the  world," 
quips  Mclntyre. 

But  when  Mclnt\  re's  eldest  son 
and  his  two  eldest  nephews  suc- 
ceed him  at  Monroe,  they  will  have 
a  problem  that  he  and  his  brothers 
never  had  to  face:  a  plethora  of  rel- 
atives. It  will  no  longer  be  a  matter 
of  just  three  men  sitting  down  and 
kicking  an  idea  around. 

How  will  they  be  able  to  .settle 
disputes  then?  "I'm  not  going  to 
start  worrying  about  it  now,"  says 
Mclntyre,  "and  I  won't  be  around 
to  worry  about  it  then."  ■ 


Approaching  the  Bar 

La.st  month  the  Justice  Depart- 
ment's Antitrust  Division  sued  the 
leading  societies  of  civil  engineers 
and  architects  for  eliminating  price 
competition  among  their  members. 
In  June  it  was  the  accounting  pro- 
fession's turn.  Who's  next?  You 
guessed  it.  Lawyers. 

"The  practice  of  minimum  legal 
fees  is  fraught  witli  antitrust  dan- 
ger and  should  be  abandoned," 
says  Bruce  Wilson,  the  new  No. 
Two  man  in  the  Justice  Depart- 
ment's Antitrust  Division.  Wilson 
is  talking  about  the  cozy—and 
lucrative— practice  of  state  bar  as- 


sociations which,  under  the  aegis 
of  protecting  professional  integrity, 
set  mininumi  fee  schedules  and 
then  threaten  lawyers  who  charge 
less.  Doing  that,  says  Wilson,  is 
nothing  less  than  "coercion  to  vio- 
late the  Sherman  Act." 

Wilson  sounds  as  if  he  is  trying 
to  make  a  last  effort  to  alert  his 
fellow  lawyers.  But  his  warnings 
seem  to  fall  on  deaf  ears.  "The  as- 
sociations," he  says,  are  "aware  of 
the  antitrust  risks  .  .  .  but  curiously 
reluctant  to  bite  the  bullet." 

Wh>'?  Perhaps  because  lawyers, 
as  a  group,  make  $7  billion  a  year, 
net  of  expenses,  second  only  to  doc- 
tors at  $11  billion.   ■ 


Wilson  of  the  Justice  Department 


76 


FORBES,   JUNE    15.    1972 


>angre  de  Cristo... Because  it's  there 


About  sixty-five  million  years  ago  the  earth  groaned,  sighed 
and  in  one  gigantic  heave  the  Rocl<y  Mountains  were  born. 
bailed  the  backbone  of  the  North  American  Continent,  these 
mountains  stretch  down  from  Alaska,  through  Canada  and  our 
■vestern  states  into  northern  New  Mexico. 
At  the  southern  end  of  the  Rockies  is  a  high,  narrow,  majestic 
^ange  known  as  the  Sangre  de  Cristos.  This  is  a  special  place. 
Different.  Where  mountains  greet  the  prairie.  Yet  quiet . . .  wide 
open... with  alpine  horizons  framing  green  rolling  hills  and 
sagebrush  valleys. 

In  this  incredibly  beautiful,  unspoiled  section  of  southern 
Colorado,  dawn  breaks  each  morning  like  a  curtain  rising  on 
the  first  day  of  the  world... silent... breathtaking.  ..spectac- 
ular. Several  miles  away,  a  rising  column  of  smoke  from  a  cow- 
hand's breakfast  fire  could  be  your  first  sign  of  human  activity. 
Days  are  both  pastoral  and  invigorating  in  the  crisp  clean  air. 
A  while  ago  Forbes  Magazine  acquired  in  this  area,  one  of  the 
oldest  of  the  remaining  big  ranches  in  America.  It  ranks  among 
the  best  known  hunting  preserves  for  deer,  elk,  game  birds  and 
other  wildlife. 

Located  just  outside  Fort  Garland,  Colorado,  Kit  Carson's  last 
jcommand,  the  Forbes  Trinchera  Ranch  spreads  over  260 
isquare  miles.  Here,  a  panorama  of  soaring  mountains,  dom- 
inated by  the  towering  peaks  of  the  Trinchera  and  Mount 
Slanca,  sweep  down  to  the  San  Luis  Valley  below. 


Last  March,  Forbes  formed  Sangre  de  Cristo  Ranches  Inc.  from 
a  portion  of  Forbes  Trinchera,  offering  five-acre  ranches  for 
homes,  vacations,  recreation,  retirement,  and  just  good  real 
estate  investment. 

The  land  lies  halfway  between  Denver  and  Albuquerque,  near 
the  intersection  of  U.S.  Route  160  (the  Navajo  Trail)  and 
Colorado  Highway  159. 

Important  guarantees  backed  by  Forbes  Magazine's  distin- 
guished reputation  have  contributed  much  to  the  Sangre  de 
Cristo  success  story.  Every  investor  is  double  protected:  he  has 
12  months  after  his  first  payment  during  which  he  can — and 
is  urged — to  visit  his  ranch,  and  if  it  doesn't  fully  meet  expec- 
tations, he  can  have  all  payments  completely  and  promptly  re- 
funded. Or,  if  after  two  payments,  he  simply  changes  his  mind, 
his  money  is  promptly,  fully  returned. 

You  can  own  part  of  this  magnificent  land  for  just  $50  monthly. 
With  no  interest  or  carrying  charges,  the  total  cost  of  each 
five-acre  ranch  is  just  $5,000.  A  newly  opened  section  of 
Sangre  de  Cristo  Ranches  presents  a  wonderful  opportunity  to 
invest  in  the  great  southwest  at  very  modest  prices. 

For  complete  details  on  these  ranches,  without  obligation  and 
with  the  assurance  that  no  salesman  will  call  on  you,  mail  the 
attached  postpaid  card  to:  Sangre  de  Cristo  Ranches  Inc., 
Box  303,  Fort  Garland,  Colorado  81133. 


SANGRE  DE  CRISTO 
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"WE  READ 
ANADABOUl 
A  BANK 
NAMED  PHIL 

NOW  PHIL 
IS  OUR 
BANKER." 


NORMAN  ARROYO 
EXECUTIVE  VICE  PRESIDE 
KAR  PRODUCTS,  INC. 


ar  Products  was  growing,  and 
ere  our  banking  needs, 
jt,  frankly,  we  were  concerned 
It  moving  to  a  large,  imper- 
'I  institution. 

5  not  just  a  matter  of  some- 
'  knowing  you— greeting  you 
jme.  It's  getting  answers  and 
mitments  when  you  need  them, 
's  what  counts. 

ter  talking  to  a  few  large  banks 
'ere  still  undecid-ed. 
that  time,  our  Comptroller, 
Goldstein,  brought  to  my  atten- 
i  magazine  ad  for  Continental 
-Chicago.  The  headline  was 
t  'a  bank  named  Phil'. 
?  knew  exactly  what  they 
It.  Personal  service, 
yo  weeks  later,  we  took  our 
less  to  Continental.  We've  got 
/  banking  service  we  need, 
id  we've  got  Phil." 


old  you  so. 

ve  been  telling  you  that 
less  advertising  pays  off. 
any  measurement,  Continen- 
nk  feels  the  ad  was  effective. 
time  it  paid  off  in  immediate 
business. 

Jt  there's  a  great  debate  today 
It  ad  measurement. 
le  man  responsible  for  the 
)m  line  wants  something  tan- 
:  for  every  dollar  he  spends, 
iasureable  result. 
}  wants  to  know  exactly  how 
itive  his  advertising  is  .  .  .  and 
DGsn't  want  to  take  some- 
n's word  for  it. 


hmeasurement  gap. 

'.  ants  the  kind  of  measure- 
Q.o  they've  got  over  in  the 
:age  goods  field. 
ley  can  tell  in  a  short  time  how 
)roduct  is  moving  off  the 
/es. 

ley've  got  sales  audits— like 
en  and  SAMI  to  keep  tabs  on 
ategory  and  the  competition. 
here's  a  bump  in  sales,  they 
/whetherthe  category  is 
'ing  or  whether  they're  taking 
less  away  from  the  other  guy. 
e'd  like  that,  too.  But  we  don't 
lit. 


Not  when  lead  time  in  industrial 
buying  stretches  into  months- 
even  years.  Not  when  your  cus- 
tomer might  require  a  lengthy  study 
before  making  his  decision. 

It's  pretty  hard— when  the  sale's 
finally  made— to  trace  it  back  to 
advertising. 

Especially  with  so  many  other 
factors  operating— like  price,  avail- 
ability, quality,  delivery,  service. 

It's  a  far  cry  from  deciding 
between  two  detergents  at  69c. 

Measuring  the  effectiveness  of 
business  advertising  requires  ex- 
tremely sophisticated  techniques. 

Like  the  methods  pioneered  in 
the  Morrill  Study. 

They  demonstrate,  for  the  first 
time,  that  business  advertising 
makes  your  salesmen  more  effec- 
tive. And  actually  lowers  your  cost 
of  selling. 

But  just  because  we  still  lack  a 
quick  and  simple  method  for 
measuring  results  doesn't  mean 
that  business  advertising's  not 
getting  them. 

And  we  can  prove  it. 


We're  goinCj  to  let  you  hear 
from  the  men  who  know  it  works 
—because  it  worked  on  them. 

Men  like  Mr.  Arroyo  and  Mr. 
Goldstein. 

Men  high  up  the  ladder,  who've 
had  a  real  influence  on  purchases. 

We're  going  to  let  them  tell  you 
how  they  were  influenced  by  an  ad. 

We  think«their  testimony  will  do 
more  to  convince  you  than  any- 
thing we  can  say. 

And  make  no  mistake  about  it, 
the  men  responsible  for  the  bottom 
line  have  a  real  influence  in 
purchases. 

And  they're  doing  more  than  just 
approving  the  money.  They're 
selecting  the  supplier. 

If  you  can  stand  just  one  little 
chart,  this  one  will  spell  it  out. 


CD 

Q- 

> 
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• 

In  over  2/3  of  purchase  decisions  studied, 
executives  at  ttie  V,  P.  level  or  tiigher  were 
involved  in  supplier  selection.  Purchases 
ranged  from  $2000  to  $13  million. 


We  speak 

to  the  man  in  charge. 

The  men  we're  talking  about 
aren't  easy  to  see. 

Ask  any  salesman. 

But  if  they  aren't  sold,  they  can 
undo  all  the  groundwork  your 
salesman  has  done. 

And  all  the  "yeses"  could  add 
up  to  afinal  "no". 

Advertising  to  management  can 
make  the  sale  easier,  every  step  of 
the  way. 

It  can  take  you  right  to  the  top. 

Let  your  salesmen  call  on  the 
men  they  can  easily  see. 

That's  where  they're  most 
effective. 

And  let  us  get  you  a  regular  ap- 
pointment with  the  man  in  charge. 

We'll  put  you  right  in  his  lap. 


^BusinessWeek^ 


Forbes 


Fdrtune 


Time 


Newsweek 


itS;News_i^^ 

Make  a  regular 

appointment  with 

management. 


Coming  attractions 

Next  month  we'll  present  another 
documentary  study  of  the  way  ad- 
vertising influenced  a  sale,  featuring 
a  key  executive.  Don't  miss  it. 


L 


Faces  Behind  the  Figures 


No  More  Talk 

When  he  was  chief  executive  offi- 
cer of  St.  Joe  Minerals,  the  leading 
U.S.  producer  of  lead  and  zinc, 
Lawrason  Riggs  III  planned  to 
diversify.  "Our  real  growth  has  to 
be  outside  lead  and  zinc,"  he  told 
Forbes  as  St.  Joe's  earnings  peaked 
two  years  ago.  "The  best  time  to 
diversify  would  be  right  now." 

But  he  delayed,  and  by  last  year 
tumbling  lead  and  zinc  prices  had 
cut  earnings  to  $19.6  million  (on 
$194-million  revenues)  from  a 
peak  of  $37.4  million  in  1969. 

Last  month  St.  Joe  finally  took 
the  plunge,  laying  out  $47  million 
in  cash  and  notes  for  CanDel,  a 
Canadian  oil  and  gas  subsidiary  of 
Standard  Oil  of  Ohio.  The  man  who 
made  the  CanDel  deal,  John  C. 
Duncan,  was  made  chief  executive 
officer,  replacing  Riggs,  57,  who 
remains  chairman.  Duncan,  51,  a 
former  W.R.  Grace  executive  vice 
president,  had  been  brought  in  in 
mid-1970  to  get  St.  Joe's  diversifi- 
cation program  moving. 

Duncan,  who  headed  Grace's 
Latin  American  operations  for  al- 
most 12  years,  has  broad  experience 
managing  sugar,  paper  and  mining 
operations.  "When  Grace  quite  cor- 
rectly decided  that  they  were  go- 
ing to  sell  off  much  of  their  Latin 


f^ 


Duncan  of  St.  Joe  Minerals 


American  business,  there  just  wasn't 
a  future  for  me,"  he  says.  When  old 
friends  on  the  St.  Joe  board  heard 
that,  they  made  him  an  offer. 

Duncan  takes  over  no  run-down 
company.  A  record  auto  year  is  in 
prospect,  and  autos  are  the  prime 
market  for  St.  Joe's  lead  and  zinc. 
More  important,  St.  Joe  has  put 
through  steep  price  hikes  over  the 
past  12  months.  As  a  consequence, 
St.  Joe's  earnings  shot  up  47%  in 
the  first  quarter  to  75  cents  a  share. 

Long-term,  there  are  problems, 
however.  Detroit  is  using  less  and 
less  zinc  per  vehicle,  and  sales  of 
lead  to  tetraethyl  lead  producers 
are  also  declining  steadily.  So  Jack 
Duncan  is  taking  a  hard  look  at 
other  extractive  industries.  The 
CanDel  acquisition  is  only  a  start. 
It  probably  won't  contribute  much 
more  than  a  nickel  a  share  to  earn- 


ings short  term,  and  Duncan  plans 
to  sell  a  substantial  number  of 
shares  to  the  Canadian  public.  Can- 
Del's  real  hopes  are  for  the  future. 
"It's  a  gamble,"  says  Duncan. 
"They've  got  6.5  million  acres  run- 
ning from  Prudhoe  Bay  to  the  U.S. 
We're  counting  on  the  new  explo- 
ration team  we've  brought  in." 

Also  for  the  future  is  a  promis- 
ing copper  ore  body  high  in  the 
Argentine  Andes  and  zinc  explo- 
ration in  the  central  U.S.  But  Dun- 
can wants  quick  results,  and  vir- 
tually debt-free  St.  Joe  could  easily 
raise  $100  million  to  buy  them. 
"We're  looking  hard  for  a  pretty 
good-sized  acquisition  in  the  basic 
raw  materials  area  which  has  good 
solid  management,"  says  Duncan. 

As  Duncan  well  knows,  the  time 
to  act  is  when  things  are  going  well, 
not  when  they  are  going  badly.  ■ 


No  Fishing 

Last  year,  when  Ecuador  and 
Peru  grabbed  53  U.S.  tuna  boats 
fishing  inside  their  self-set  200- 
mile  limit,  so  many  U.S.  fishermen 
plumped  for  a  similar  boundary 
that  there  are  now  five  bills  in  Con- 
gress to  extend  the  U.S.  limit  be- 
yond the  present  12  miles.  Probably 
85%  of  the  $643-million  industiy's 
fishermen  favor  protecting  home 
fishing  grounds  in  some  way. 

But  a  minority  is  fighting  it. 
Boundaries  would  be  a  big  mis- 
take, says  August  Felando,  general 
manager  of  the  American  Tuna 
Boat  Association.  They  won't  help 
most  U.S.  fishermen,  argues  the 
ATBA,  which  represents  three- 
fourths  of  U.S.  tuna  boat  owners 
(catch:  $100  million). 

Instead  of  boundaries,  Felando 
wants  an  international  body,  in- 
chiding  the  Russians  and  Japanese, 
to  regulate  fishing.  Fish  caught 
near  shore,  like  halibut,  flounder 
and  menhaden,  should  be  regulated 


by  individual  coastal  nations.  Mi- 
gratory fish,  like  tuna,  would  be 
controlled  by  an  international  com- 


Felando  of 
American  Tuna  Boaf  Association 
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mission,    as    they    are    at    present. 

It  is  easy  to  understand  Felan- 
do's  opposition.  Tuna  can  travel 
6,000  to  14,000  miles  a  year.  If 
fishermen  had  to  pay  every  time 
they  crossed  a  200-mile  national 
boundary,  they'd  soon  go  broke. 

On  the  other  hand,  most  U.S. 
coastal  fishermen  are  unable  to 
compete  with  the  giant  Russian 
and  Japanese  factory  ships  that  fish 
the  U.S.  coastline,  often  just  out- 
side the  12-miIe  limit.  As  a  result, 
some  80%  of  fish  eaten  in  the  U.S. 
is  imported.  Naturally,  coastal  fish- 
ermen would  like  a  boundary. 

What  may  determine  the  even- 
tual outcome,  howexer,  has  little 
to  do  with  fishing.  With  a  200- 
mile  limit,  40%  of  the  ocean's  sur- 
face and  90%  of  the  known  fisheries 
would  come  under  individual  na- 
tions' control.  Theoretically,  so 
would  about  116  militarily  strateg- 
ic straits  that  now  guarantee  free 
access  to  any  vessel. 

And  that,  of  course,  is  another 
kettle  of  fish  entirely.  ■ 
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Rally  Round  the  Band,  Boys 

How  DID  Senator  George  McGov- 
ern— who  lacks  widespread  sup- 
port in  either  business  or  labor— 
outspend  Senator  Hubert  Hum- 
phrey by  4  to  1  in  the  California 
primary?  Well,  to  a  large  extent, 
he  did  it  with  dough-re-mi. 

About  20%  of  McGovem's  $2- 
million  war  chest  was  amassed  by 
staging  pop  concerts  starring  the 
likes  of  Barbra  Streisand,  Quincy 
Jones  and  Carly  Simon.  Because 
the  stars  donated  their  time,  one 
16,000-seat  sell-out  alone  at  Los 
Angeles'  Forum  netted  roughly 
8200,000  on  sales  of  $300,000. 
Not  bad  in  a  campaign  where  the 
average  contribution  was  $25. 

"We'll  net  another  $500,000  or 
so  before  the  convention,"  says  Mc- 
Govem's California  coordinator 
Miles  Rubin,  the  businessman-at- 
torney who  came  up  with  the 
show-biz  angle  in  April.  "Our  show 
in  Madison  Square  Garden  this 
month  should  net  $350,000." 
( Meanwhile  Rubin,  a  former  board 


chairman  of  Puritan  Fashions,  has 
given  over  $50,000,  making  him 
one  of  McGovem's  biggest  busi- 
nessman-supporters.) 

Now  other  politicians  are  also 
jumping  on  the  bandwagon.  Earlier 
this  year  Republicans  put  on  their 
own  big  name  shows  for  voters 
free  of  charge.  But  the  freebies 
seem  gone  forever.  Last  month 
2,000  party  faithful  had  to  fork 
over  $100  to  $5,000  each  to  see 
Bob  Hope  and  Frank  Sinatra  salute 
V'ice  President  Agnew  in  Baltimore. 

Next  attraction:  a  Presidential 
concert,  even  though  it's  assumed 
President  Nixon  will  easily  be  able 
to  outspend  his  Democratic  oppo- 
nent by  3  to  1.  Ed  Crane  of  Celeb- 
rities for  the  President,  located  on 
Hollywood's  Sunset  Strip,  says, 
"The  idea's  under  discussion  in 
Washington  right  now.  I'm  sme 
we'll  have  some  fund-raising  con- 
certs for  the  President  around  con- 
vention time." 

Voters— and  music  lovers— can 
look  forward  to  such  Democratic 
stalwarts  as  James  Taylor,  "Mama" 


Political  Fund-raising:  1972 

Cass  Elliot  and  Miss  Streisand 
squaring  off  all  across  the  country 
against  such  GOP  attractions  as 
Lainie  Kazan,  Pat  Boone,  Tony 
Martin  and  Frankie  Avalon. 

So  this  year  in  politics,  it's  not 
just  who  you  know,  but  who  you 
know  who  sings.   ■ 


All  But  the  Boutonniere 

In  the  last  few  ye.\rs  the  pub- 
lic's unpredictable  taste  in  clothing 
has  been  the  downfall  of  many  a 
garment  manufacturer.  But  Leigh- 
ton  Rosenthal,  president  of  Cleve- 
land-headquartered Work  Wear 
Corp.,  sells  clothing  where  ship- 
ments are  predictable  and  fashions 
change  slowly.  People  are  even  re- 
quired to  wear  Rosenthal's  clothing. 
He  sells  uniforms. 

Not  imiforms  for  soldiers  or  me- 


Rosenthal  of  Work  Wear 


termaids.  Rosenthal  makes  green 
and  white  jumpers  for  Chicago 
Federal  Savings  &  Loan  Associa- 
tion's tellers,  wine-red  blazers  and 
blue  slacks  for  Chevrolet  service 
managers,  Bermuda  shorts  for  Stan- 
dard of  Ohio's  pump  girls.  If 
pressed,  Rosenthal  can  even  outfit 
Elizabethan  baimaids  and  Scottish 
couiitermen  as  he  did  recently  for  a 
Los  Angeles  restaurant  complex. 

Of  course,  Rosenthal  doesn't  call 
his  outfits  "uniforms."  To  him,  they 
are  "career  apparel."  But  ever  since 
1921,  when  Work  Wear  started 
leasing  workmen's  coveralls  to  sup- 
plement its  basic  manufacturing, 
the  business  of  outfitting  employees 
has  been  growing.  Image-conscious 
airlines  and  car  rental  companies 
began  the  tiend.  Now  insurance 
companies,  banks,  utilities  and 
many  other  companies  are  joining 
it.  Work  Wear  (revenues:  $129  mil- 
lion) already  has  a  good  part  of 
tliis  business,  and  Rosenthal  is  gam- 
bling on  getting  a  lot  more.  Since 
1961  his  long-term  debt  has  gone 
from  $3.8  million  to  $53.5  million 
(compared  with  $41.3  million  of 
stockholders'  equity),  much  of  it 
to  acquire  manufacturing  services. 

Yearly  rental  costs  (which  can 
include  weekly  cleaning)  of  Work 
Wear  clothing  is  generally  between 


$300  and  $500  for  women,  $250 
to  $400  for  men.  With  negotiations 
for  a  blousemaker  almost  com- 
pleted, Rosenthal  will  be  able  to 
cover  the  area  from  neck  to  ankles. 
Hats,  ties,  belts,  handbags  and 
shoes  are  subcontracted.  "It's  like 
giving  someone  a  tax-free  raise," 
says  Rosenthal. 

Apparently,  employees  are  hap- 
py to  give  up  their  sartorial  in- 
dependence for  that.  Acceptance, 
though,  does  vary.  Suburbanites 
take  to  company-supplied  clothing 
more  readily  than  urban  workers. 
The  East  is  less  enthusiastic  than 
the  rest  of  the  country.  And  fashion 
can  be  a  problem.  Styles  appro- 
priate for  size  18  matrons  look, 
well,  too  matronly  for  25-year-olds 
who  are  size  8.  One  Chicago  bank 
found  this  out  the  hard  way.  The 
back  office  personnel  helped  pick 
the  bank's  outfits.  When  tlie  floor 
tellers,  who  averaged  15  years 
younger,  saw  the  styles,  they  re- 
fused to  wear  them.  "We  can't  be 
too  zooty  in  fashion,"  says  Rosen- 
thal, himself  a  model  of  fashion- 
able good  taste  in  a  pinstriped  suit, 
striped  blue  shirt,  stai  dot  tie  and 
star  sapphire  ring. 

Rosenthal's  attire  is  not  leased 
from  Work  Wear.  It  is  bought  with 
the  profits.  ■ 
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Special  interest 
doesn't  mean  being  small, 

Our  special  interest  isn't  geographic.  It  isn't  just  male 
or  female.  And  it's  hardly  narrow. 

It's  television.  And  when  you  think  about  it,  you  can't 
turn  it  off. 

What  comes  through  the  screen  and  reaches  people's 
minds  lasts  far  longer  than  the  viewable  image. 

What  is  Saturday  morning  programming  doing  to  or  for 
children?  What  is  television  campaigning  doing  to  or  for  the  elec- 
toral process?  Is  television  better  at  teaching  I'ioting  or  reading? 

These  are  social  issues  brought  on  by  television.  And  our 
business  is  examining  and  writing  about  them  for  more  than  35.8 
million  adults  who  consider  the  implications  of  television  to  be 
essential  reading  every  week. 

More  and  more  advertisers  are  recognizing  our  unique 
editorial  product  and  the  audience  it  attracts.  Last 
year  TV  Guide  carried  more  advertising  pages  than 
Life,  Digest,  McCalFs,  B  H  &  G,  Ladies'  Home  Journal. 
Family  Circle  or  Woman's  Day. 

Maybe  we're  getting  tougher  to  turn  off. 


TV 

GUIDE 
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Sell  with  the  one  that's  selling. 


I 


Sources:  Simmons,  PIB. 
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The  Funds 


The  Deserter 


"The  REASON'  human  beings  are 
here  today  and  the  dinosaur  isn't 
is  because  we've  been  able  to  ad- 
just to  change.  The  dinosaur 
couldn't."  With  that,  Charles  Stead- 
man,  president  of  the  three  mutual 
funds  that  bear  his  name  (the  big- 
gest is  S70.2-million-assets  Stead- 
man  Associated  Fund),  crossed  his 
fingers  and  made  the  tough  deci- 
sion last  November.  He  dropped 
his  sales  charge  and  went  no-load. 
With  $180  million  under  manage- 
ment (including  the  Aberdeen 
Fund),  Steadman's  is  the  biggest 


Sfeodman  of 
Steadman  Funds 


defection  from  the  load  fund  ranks 
since  Lehman  Brothers'  One  Wil- 
liam Street  went  no-load  in  1964. 

Why  the  switch?  "Because  this 
industry  is  undergoing  some  very 
basic,  fundamental  changes,"  says 
Steadman.  One  of  the  biggest,  he 
thinks,  is  the  Securities  &  E.xchange 
Commission's  order  prohibiting  mu- 
tual funds  from  using  brokerage 
commissions  to  reward  brokerage 
houses  for  pushing  their  funds.  "It 
means  a  lot  of  small  and  medium- 
sized  retail  brokerage  houses  with 
no  additional  services  to  sell  are 
going  to  go  out  of  business,"  he 
says.  This  will  eliminate  the  bro- 
kers Steadman  and  other  smaller 
fund  managers  have  used  to  sell 
their  shares.  "The  small  and  medi- 
um-sized funds,"  says  Steadman, 
"will  either  have  to  go  no-load— as 
we  did— merge  with  other  funds  or 
go  out  of  business." 

Steadman  sees  it  this  way:  The 
giant  load  mutual  funds   such   as 


Dreyfus,  Oppenheimer,  Wellington 
and  Investors  Diversified  Services 
either  have  their  own  sales  forces 
or  can  afford  to  promote  their  funds 
heavily  with  the  big  brokerage 
houses.  They  can  launch  big  adver- 
tising campaigns.  The  big  funds 
can,  he  feels,  get  around  the  SEC 
ban  on  rewarding  brokers  who  sell 
their  shares.  The  big  brokerage 
films  have  big  research  depart- 
ments. The  funds  can  go  on  giving 
them  brokerage  business  and  claim 
it  is  for  research— even  if  it  is  in 
part  a  reward  for  selling. 

Most  small  brokers  can't  afford 
to  do  research  and  thus  won't  have 
any  legal  way  to  get  a  fund's  bro- 
kerage business. 

The  smaller  funds  like  Stead- 
man's  will  have  similar  problems. 
They  can't  afford  big  sales  efforts. 
But  with  over  800  funds  now  com- 
peting for  the  public's  pocketbook, 
they  have  to  do  something.  Of 
course,  the  best  sales  pitch  is  a  hot 
record.  But  no  fund  can  achieve 
that  consistently,  so  about  the  only 
way  the  smaller  funds  have  kept 
from  being  lost  in  the  crowd  is  to 
promise  the  smaller,  hungrier  re- 
tail houses  that  push  their  shares  a 
slice  of  their  brokerage  business  on 
top  of  the  usual  8.5%  sales  commis- 
sion. "Let's  face  it,"  says  Charles 
Collova,  Steadman's  vice  president 
of  marketing.  "The  fund  a  salesman 
thinks  is  best  for  his  customer  is 
usually  the  one  that  makes  the  most 
money  for  the  salesman." 

But  the  SEC  doesn't  like  this 
payment.  It  smacks  of  a  bribe. 

Actually,  Steadman  is  also  re- 
sponding to  another  problem.  With 
a  grand  total  of  $59  billion  now  in- 
vested in  close  to  400  mutual  funds, 
the  easy  growth  is  probably  over. 
April  was  a  month  of  record-high 
net  redemptions— $655  million  as 
compared  with  $405  million  in  re- 
demptions for  April  a  year  ago. 

Some  16  funds  in  the  past  12 
months,  like  Steadman's,  think  the 
answer  lies  in  no-load.  Part  of  the 
attraction  has  been  that  no-loads, 
as  a  group,  have  yet  to  suffer  net 
redemptions.  But  in  March,  with  net 
sales  of  only  $16.8  miUion,  they 
came  perilously  close.  As  Charles 
Collova  candidly  points  out:  "No- 
load  doesn't  have  a  silver  lining. 
You're  just  trading  one  set  of  mar- 
keting problems  for  another.  It 
doesn't  solve  a  damn  thing."  So 
Steadman's  move  may  be  no  pan- 
acea, but  only  a  desperate  remedy. 


Earthly  Riches 


"The  Lord,"  goes  an  old  saying, 
"looks  after  fools,  diunkards  and  the 
United  States."  Maybe.  But  Ameri- 
can churches  and  religious  frater- 
nal organizations  have  long  realized 
it  takes  more  than  prayers  and  luck 
to  get  along  in  this  world.  Which 
is  why  so  many  started  insurance 
companies  for  their  members. 

One  such  body,  the  Lutheran 
Brotherhood,  whose  insurance  com- 
pany has  over  $600  million  in  as- 
sets, has  taken  this  earthly  concept 
a  step  further:  It  has  just  launched 
a  mutual  fund,  the  Lutheran  Broth- 
erhood Income  Fund.  Two  years 
ago  it  started  a  common  stock 
fund,  $20-million-assets  Lutheran 
Brotherhood  Fund.  Both  funds  are 
available  only  to  baptized  Luther- 
ans (there  are  about  10  million 
of  them)  or  people  somehow  af- 
filiated with  the  church. 

A  church  organization  peddling 
mutual  funds?  "We  want  our 
agents  to  remain  competitive  with 
those  who  offer  an  increasing  varie- 
ty of  products,"  explains  the  Broth- 
erhood's Treasurer  James   Krause. 

Being  religious,  Lutheran  want- 
ed to  avoid  the  stigma  of  the  gam- 
bling go-go  funds  of  the  late  Six- 
ties. It  decided  to  concentrate  on 
a  list  of  100  big  blue  chips  drawn 
up  by  its  Pittsburgh-based  fund 
managing  partner.  Federated  Re- 
search—companies like  CM,  AT&T 
and  IBM.  The  results  were  unim- 
pressive. Brotherhood  Fund's  net 
asset  value  per  share  has  ap- 
preciated only  16%  since  inception, 
far  below  the  Dow's  37%  and  the 
fund  industry  average  of  56%  dur- 
ing the  same  period. 

"I  suppose  to  Wall  Street  swing- 
ers our  fund  concept  looks  dough- 
ty," grumbles  Krause.  It  may  to 
Lutheran's  shareholders,  too. 

Despite  its  lower-than-hoped-for 
sales,  Lutheran  Brotherhood  seems 
happy  with  its  funds.  For  one  thing, 
it  hasn't  lost  money  on  them,  thanks 
to  its  partnership  with  Federated. 
More  important,  says  Krause,  "Our 
agents  have  found  that  the  original 
fund  opened  more  doors  for  them, 
definitely  boosting  insuiance  sales." 

The  Lutheran  experience  thus 
far  suggests  that  a  church-spon- 
sored fund  is  no  match  for  bingo 
for  capturing  parishioner  imagina- 
tion. But,  as  Krause  says,  you've 
got  to  be  competitive.   ■ 
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homas  Keller 
ivests  for 
:apital  gain. 


hy  should  he  care  that 
lis  broker  is  a  major  factor  in 
ixed-income  securities? 


A  combination  of  events  over  the  past  few 
lars  made  Mr.  Keller  (a  name  we've  given  the 
reasingly  typical  investor)  dissatisfied  with 
portfolio's  performance.  He  decided  to  take 
sh  action.  He  reviewed  his  personal  situation 
current  income,  future  needs,  estate  objec- 
es  and  taxes.  Only  then  did  he  decide  to  pur- 
ean  investment  program  emphasizing  capital 
in.  But,  Mr.  Keller  also  realized  that  the  mar- 
t  has  its  ups  and  downs.  Therefore,  he  wanted 
investment  firm  that  would  provide  sophisti- 
ted  research,  comprehensive  assistance,  and 
broad  spectrum  of  high  quality  investment 
edia.  He  assumed  there  would  be  occasions 
use  convertible  bonds  and  preferreds;  per- 
ps-even  short-term  municipals.  He  wanted  an 
vestment  firm  for  all  seasons. 
Kidder,  Peabody  meets  this  critical  criteria 
a  direct  result  of  our  unusual  firm  policies: 

Each  of  our  registered  representatives  serves 
a  surprisingly  small  number  of  customers  by 
comparison  with  the  brokerage  industry. 
This  is  our  policy.  We  want  our  man  to  be  an 


individualist  with  the  time  to  help  investors 
seek  the  achievement  of  their  individual 
investment  goals. 

2)  Our  typical  representative  isn't  typical.  He 
serves  both  individual  and  institutional  cus- 
tomers. This  is  the  quality  of  salesmen  we 
attract.  Men  who  can  serve  the  500  share 
investor  with  10,000  share  skills. 

3)  During  the  past  decade  Kidder,  Peabody 
managed  a  greater  total  number  of  corporate 
financings  than  any  other  firm.  This  means 
that  our  customers  can  depend  on  us  for 
knowledgeable  evaluations  of  new  financings 
coming  to  market. 

4)  Our  research  department  has  some  of  the 
most  highly-regarded  analysts  in  their  fields. 

If  you,  too,  agree  that  now  is  a  smart  time  to  try 
to  capitalize  on  the  high  yields  of  fixed-income 
securities,  contact  the  nearest  office  of  Kidder, 
Peabody.  Or  write  for  our  brochure,  "If  You're 
Not  Getting  7%-7V4%  For  Your  Money,  Some- 
one Else  Is."  It's  helpful  reading  for  income- 
oriented  investors. 


Kidder,  Peabody 

IH  C?   V«0«   INCORPORATED 
^B  FoKndtd  1865 

^^^Mtmbtrs  New  York  and  Amrruan  5iO(k  Exchangts 

10  HANOVER  SQUARE  •  NEW  YORK,  NY.  lOOOS 

Boston  •  Philadelphia  •  Chicago  •  San  Francisco  •  Los  Angeles 

Atlanta  •  Dallas  and  22  other  cities  across  the  country 


"Now  see  here,  mister, 

I  heard  Talcott  would  finance  any  kind 

of  production  equipment." 


That's  right.  Talcott  will  finance  any  kind  of 
production  equipment  — within  reason.  If  you 
need  machinery  to  operate  at  peak  efficiency- 
call  Talcott.  We'll  help  you  buy  it  or  lease  it. 
But  consider  this.  New  machinery  means 
increased  production  — you  may  need  more 
working  capital  to  build  a  bigger  sales  force. 
You  can  depend  on  Talcott  business  financing 
to  help  out  there,  too.  In  fact,  you  can  count 


on  Talcott  all  the  way  up  and  down  the  line— 
from  the  production  line  to  marketing  a  new 
product  line.  When  working  capital  istheproblem- 
Talcott  business  financing  is  the  answer 
for  you.  Get  the  details.  Send  for  our  booklet. 
We'll  help  you  make  it. 

Talcott  is  whatever  a  growing  company 
needs  capital  for. . .  That's  what  Talcott  Is. 


^lalcott 


TALCOTT  BUSINESS  FINANCE  •  Division  of  James  Talcott,  Inc.  •  Founded  1854 
Oakbrook  North,  Oak  Brook,  Illinois  60521  •  (312)  654-3850. 

Atlanta  •  Boston  •  Chicago  •  Dallas  •  Detroit  •  Los  Angeles  •  Miami  •  Minneapolis  •  Newark  •  New  York  •  Puerto  Rico  •  San  Francisco 
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Composed  of  the  following: 
Production 

•  How  much  are  we  producing?  (Federal  Re- 
serve Board  Index  ol  lr\duslrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Dept.  ol  Commerce  laiesi  three  months  new 
orders  ot  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building'  (Dept    ot 
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Commerce  privately  owned  housing  starts) 
Consumption 

•  How  much  are  people  spending?  fDepf.  ot 
Commerce  retail  store  sales) 

•  To^  what  extent  are  consumers  going  Into 
debt?  (Federal  Reserve  net  change  in  con- 
sumer installment  debt) 

•  How  costly  are  services?  (Dept.  ot  Commerce 


MAR 109.8 

APR 111.3 

MAY    112.1 

JUNE 112.8 

JULY  113.9 

AUG 115.2 

SEPT 116.2 

OCT 116.2 

NOV 117.7 

DEC.  118.0 

JAN 119.0 

FEB.    121.1 

MAR 122.2 

APR.  (Prel.)    122.6 


service  price  index  related  to  the  consumer 
price  index) 
Income 

•  How  much  are  workers  earning?  (Dept.  ot 
Commerce  personal  income,  wage  and  salary 
disbursements) 

•  How  many  people  have  been  laid  off?  (U.  S. 
Dept.  ot  Labor  initial  unemployment  claims) 


MARKET  COMMENT 

By  L  0.  Hooper 


What  Are  Earnings  Worth? 


If  the  DJ  industrials  earn  $62  a  share 
this  year,  which  is  now  about  the  con- 
sensus, at  961  the  current  price/ earn- 
ings ratio  for  representative  big  stocks 
is  15.5.  Compared  with  the  past  15 
or  20  years,  this  is  neither  historicalK 
high  nor  historically  low.  Some  of  the 
variations  between  ratios  for  different 
stocks,  however,  are  amazing,  and 
readers  are  entitled  to  an  explanation. 

For  example,  without  listing  per- 
share  earnings  and  price,  Johnson  & 
Johnson  and  Avon  Products  are  at 
about  61  times,  Texas  Instruments  at 
50,  Black  &  Decker  at  47,  Coca-Cola 
46,  Motorola  and  Burroughs  at  44, 
IBM  at  40,  Procter  &  Gamble  at  30, 
and  General  Electric  at  26. 

At  the  same  time  Ethyl  is  at  7/2 
times.  Gulf  Oil  at  9.3,  Standard  Oil 
of  Cal.  9.7,  Mobil  Oil  10,  Standard 
Oil  of  N.J.  11  and  Sun  Oil  13.  Many 
good  utilities  are  at  10  or  11  times. 
Steels  rate  a  little  higher  with  repre- 
I  sentative  issues  running  from  10  times 
for  Bethlehem  to  15  times  for  National 


Mr.   Hooper  is  associated  with  the  New  York  Stock 
Exchange  firm  of  WE.  Hutton  &  Co. 


Steel.  Building  shares  are  at  generally 
low  P/E  ratios  with  National  Gyp- 
sum and'U.S.  Gypsum  at  11  times  and 
Johns-Manville  at  12  times.  That's  be- 
cause we  are  now  in  a  building  boom 
which  probably  is  somewhere  near  its 
peak,  even  if  it  lasts  longer;  and  in 
the  stock  market  anticipation  is  worth 
more  than  realization.  Food  stocks 
for  the  most  part  also  are  at  low 
P/Es,  with  General  Foods  at  11  times, 
Kraftco  at  12  times.  Swift  at  12  times, 
Heinz  at  16  times  and  Standard 
Brands  at  17  times.  The  reader  is  re- 
minded that  these  figures  are  "give- 
an-idea"  nuinbers,  and  depend  on  the 
estimate  of  1972  earnings,  which 
change  from  time  to  time. 

Why  the  wide  variations?  First, 
there  is  a  continued  quest  for  growth, 
especially  if  it  can  be  found  in  quality 
stocks.  These  issues  are  generally  fa- 
vored by  portfolio  managers  of  bank 
trusts,  mutual  funds  and  insurance 
coinpanies.  They  have  a  popularity 
value  and  in  some  cases  even  a  scarci- 
ty value.  Institutional  investors  have 
been  successful  in  them,  and  ever-so- 


FORBES,   JUNE    15,    1972 


many  analysts  have  an  almost  religious 
prejudice  in  their  favor. 

Secondly,  there  is  the  widely  out- 
lined argument  that  conventional 
stocks,  stocks  which  merely  reflect 
the  pulse  of  the  economy,  are  no 
hedge  against  inflation.  General  Mo- 
tors, for  instance,  is  an  investment  in 
the  whole  economy;  there's  nothing 
special  or  better  than  the  economy 
about  it.  Therefore  it  is  not  especially 
desirable  in  relation  to  Procter  &  Gam- 
ble, which  always  is  bringing  out  new 
products  such  as  disposable  diapers, 
for  instance.  The  good  dividends  on 
these  overall  investments  in  the  econ- 
omy, it  is  contended,  are  entirely  off- 
set by  the  greater  capital  appreciation 
and  larger  percentage  earnings  gains 
in  the  growth  companies.  It  can  be 
pointed  out  too  that  General  Motors 
sold  above  100  back  in  1964-66  and 
that  Standard  Oil  of  N.J.  sold  above 
90  in  1964.  People  who  have  held 
overall  econoiuy  stocks  really  have  not 
been  getting  anywhere. 

Third,  there  are  the  specific  nega- 
tives in  the  oil  shares,  notably  the  po- 
litical threats  in  the  Middle  East  and 
in  Venezuela;  the  negatives  of  for- 
eign competition  and  lack  of  growth 
in  the  steels;  and  electric  utilities,  like 
bonds,  are  allergic  to  inflation. 

The  philosophy  above  is  not  neces- 
sarily mine,  but  I  have  to  recognize 
that  it  is  the  present  philosophy  of 
the  stock  market  itself.  What  I  am 
trying  to  do  is  to  give  an  interpreta- 
tion of  the  trends  so  obviously  in  mo- 
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Yes. 
It  is  possible 

to  make  money  in 

the  stock  market 

without 

buying  stock. 

It's  not  simple.  And  there  are  risks. 

But  all  you  can  lose  is  the  price  of  the  option— 
a  fixed  amount  of  money. 

How  much  can  you  gain?  The  profit  potential 
might  surprise  you. 

The  technique:  Buying  Put  and  Call  options. 

If  you  think  the  price  of  a  stock  is  going  up, 
you  buy  a  Call.  If  you  think  it's  going  down,  you  buy 
a  Put.  Of  course,  if  the  stock  doesn't  move  in  the 
direction  you  think  it  will,  or  if  it  doesn't  move  at  all, 
you'll  incur  a  loss. 

Whichever  way  it  goes,  your  conmiitment 
is  limited  to  the  cost  of  the  option. 

Puts  and  Calls  can  also  be  used  to  try 
to  protect  your  current  portfolio,  whether  the  market 
goes  up  or  down. 

And  they  can  be  used  to  limit  trading  risks. 

For  an  explanation  of  profit  opportunities 
through  the  use  of  Puts  and  Calls,  write  for  our  1 6-page 
booklet,  or  call  an  E.  F.  Hutton  Account  Executive. 

He  wants  to  help  you  try  to  make  money  in 
the  stock  market,  whether  you  buy  stock  or  not. 


IFHutton 

When  E.  F.  Hutton  talks,  people  listen. 

E.F.  Hutton  &  Company  Inc. 
One  Battery  Park  Plaza,  New  York,  N.Y  10004 

Boston  •  Chicago  •  Denver  •  Detroit 
Houston  •  Kansas  City  •  Los  Angeles  •  San  Francisco  •  Tucson 


tion.  There  is  no  "tip"  in  all  this,  and 
no  specific  recommendation.  There  is 
what  amounts  to  a  confession  that 
the  growth  stock  syndrome  has  worked 
—confined  to  the  right  stocks. 

The  trouble  with  the  growth  stock 
approach  is  that  you  must  identify 
the  tight  issues— that  many  are  called 
and  few  are  chosen.  There  have  been 
major  disasters  for  the  growth-orient- 
■ed  analysts  in  stocks  like  Litton  Indus- 
tries, Memorex,  University  Computing 
and  many  others.  There  have  been 
fewer  disasters  in  the  shares  of  the  big 
growth  companies  than  in  the  shares 
of  the  small  ones  and  in  stocks  which 
are  new  "hot"  issues. 

Among  the  First 

General  Development  (34)  is  be- 
ginning to  make  money  from  the  con- 
struction and  sale  of  houses  as  well 
as  from  the  merchandising  of  land. 
First-quarter  sales  overall  were  34% 
ahead  of  a  year  ago,  with  sales  of 
homes  13%  of  net  gross.  The  stock 
looks  cheaper  than  some  of  the  other 
similar  issues.  The  first  companies  to 
profit,  if  and  when  the  Alaska  pipeline 
is  built,  will  be  those  which  build  it 
and  supply  materials  and  services  for 
that  purpose.  Two  stocks  representa- 
tive of  this  category  are  Williams 
Cos.  (49)  and  Alaska  Interstate  (40). 
The  latter  company  is  sort  of  an  Alas- 
ka conglomerate  important  in  con- 
struction and  in  the  operation  of  local 
gas  pipelines,  but  it  has  an  interesting 
stake  in  oil  in  Indonesia. 

Some  oil  analysts  suggest  Clark  Oil 
6-  Refining  (MVi)  and  Ashland  Oil 
(24/2)  because  of  their  gasoline  em- 
phasis. Gasoline  is  expected  to  be  a 
highly  profitable  business  this  sum- 
mer. Federal  National  Mortgage  (22) 
will  not  increase  earnings  650%  this 
year  as  it  did  in  1971,  but  earnings 
easily  could  gain  25%  to  40%  this  year 
over  1971  on  a  fully  diluted  basis. 
While  the  stock  is  not  likely  to  Ix;  as 
sensational  this  year  as  last,  even  a 
rise  of  25%  in  net  qualifies  it  as  a 
growth  issue.  One  analyst  is  estimating 
that  Deere  ir  Co.  (64/2)  in  the  year 
to  end  with  October  will  earn  $7  a 
share  or  more  vs.  $4.29  iji  fiscal  1971. 

For  those  who  like  to  play  with 
figures,  McDonald's  Corp.  (about  57 
for  the  recently  split  stock)  is  ap- 
praised at  $2.3  billion  for  the  38.5 
million  sliares.  Regardless  of  how  good 
or  how  big  it  is,  that's  a  nice  round 
price  for  a  hamburger  business.  In- 
cidentally, just  before  the  Securities 
&  Exchange  Commission  and  the  New 
York  Stock  Exchange  stopped  trading 
in  Levitz  Furniture,  the  stock  was  sell- 
ing at  59J2,  which  gave  the  company  a 
stock  market  appraisal  of  about  $994 
million.  Tliat's  just  under  a  billion 
dollars  for  31  furniture  stores.   ■ 
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STOCK  ANALYSIS 

By  Heinz  H.  Biel 


Good  News,  But . . . 


^iGHT  NOW  almost  all  news  is  good 
AS.  The  economic  recovery  is  pro- 
ssing  at  a  steady,  unhurried  pace 
ward   greater   prosperity,    but   none 
if  the  usual  boom  excesses  are  yet  in 
ight.  The  unemplo\Tnent  percentage 
s  still  high,  but  a  more  reliable  and 
ignificant  statistic  is  the  number  of 
;ainfully  employed  persons,  and  this 
s  rising  from  one  record  to  another. 
rbe   so-called   leading   indicators   are 
xmtinuing  to  advance,  strongly  sug- 
gesting further  gains  in  the  economy 
n  the  months  ahead. 

Corporate  profits  are  in  line  with 
Either  optimistic  expectations,  despite 
*hase  2  and  the  Price  Commission. 
{asX.  September  I  made  a  guesstimate 
hat  earnings  on  the  DJI  might  reach 
i65  in  1972,  way  up  from  $51  in 
.970  and  the  somewhat  disappoint- 
ng  $55  for  1971.  The  projection  for 
his  year  was  considered  by  many  out- 
ageously  high  at  the  time,  but  it  be- 
jns  to  look  more  and  more  realistic. 
Profitwise,  as  well  as  in  many  other 
■espects,  the  year  1972  will  be  a  rec- 
)rd  breaker. 

Political  news  is  just  about  what 
me  would  expect  in  a  Presidential 
election  year.  Some  rash  statements 
Tiade  by  Senator  McGovem,  who  at 
he  moment  looks  like  the  most  prob- 
ible  candidate,  are  scaring  the  living 
laylights  out  of  many  members  of  the 
usiness  communit\'.  But  how  else,  ex- 
cept b>'  exaggerating,  can  a  liberal 
mocrat  differentiate  himself  from 
ather  liberal  contenders  for  the  nomi- 
ation?  Meanwhile,  the  President  has 
retynied  from  his  trip  to  the  second 
itadel  of  Communism,  and  while  he 
did  not  bring  back  peace  in  our  time, 
ven  his  opponents  have  to  admit  that 
he  handled  himself  well  and  that  the 
esults  are  as  satisfactory  as  anyone 
had  a  right  to  expect. 

Yet,  with  all  the  good  news  the 
American  stock  market  is  anything 
but  exuberant.  Some  of  the  broadly 
based  stock  averages  did  reach  new 
all-time  highs  last  month,  but  the  ad- 
vance was  extremely  selective,  with 
broad  segments  of  the  market  not 
participating  at  all.  As  a  result  many 
|technically  oriented  market  analysts 
have  been  fretting  for  some  time.  Their 
numerous  charts  and  indices  just  don't 


Mr.   Biel    is  senior  vice   president  of  the  New  York 
Stock  Exchange  firm  of  Havenfield  Corp. 


look  right.  Whether  it  is  lack  of 
breadth  or  deteriorating  advance-de- 
cline relationships  or  whatever  other 
measurements  are  used  to  fathom  the 
future  course  of  the  market,  the  tech- 
nicians are  frankly  apprehensive,  in 
spite  of  the  basically  good  fundamen- 
tals and  generally  favorable  news. 

All  this  is  disconcerting  for  the  in- 
vestor whose  experience  in  this  now 
two-year  old  bull  market  ranges  from 
superb  to  miserable.  The  widely  di- 
verging performance  of  the  mutual 
funds  shows  that  the  professional  mon- 
ey managers  have  just  as  much  trouble 
as  the  individual  investor  in  making 
the  right  selections.  It's  not  only  that 
the  utilities  can't  get  out  of  the  dog- 
house—the DJ  utility  stock  average  is 
down  ten  points  since  the  beginning 
of  the  year— but  the  virtually  complete 
failure  of  cyclical  stocks  to  participate 
in  this  bull  market  was  not  expected. 
Perhaps  these  stocks  will  have  their 
day  at  a  later  time,  possibly  if  and 
when  the  economy  enters  boom  con- 
ditions, but  so  far  anyone  who  bought 
stocks  which  were  relatively  cheap 
statistically  got  stuck  with  them. 

One  Who  ii\6n'\  Gef  Stuck 

Some  months  ago  (Forbes,  'Nov. 
15,  1971 )  I  told  the  story  of  the  grow- 
ing sophistication  of  European  money 
managers.  Until  the  late  Sixties  the 
typical  European  buyer  of  American 
stocks  had  been  concentrating  on  the 
Dow  Jones  type  stocks,  and  their  in- 
vestment performance  was  correspond- 
ingly mediocre.  Or  he  gambled  in  un- 
seasoned securities,  often  new  issues, 
of  a  higlily  speculative  nature  which 
were  peddled  overseas  by  American 
brokers.  The  losses  were  staggering. 
Some  managers  have  learned  from  the 


costly  lessons  of  the  past  and  are  now 
doing  an  admirable  job. 

Recently  I  had  occasion  to  review 
the  portfolio  of  American  stocks  which 
had  impressed  me  so  much  last  year, 
and  to  discuss  with  its  manager  the 
investment  philosophy  which  is  prov- 
ing so  eminently  successful. 

Growth  is  the  key  word.  He  will  pay 
almost  any  price  for  it.  A  low  earnings 
multiple  or  a  high  book  value  of  a 
stock  has  no  appeal  unless  there  is 
a  record  of  sustained  growth— and,  as 
we  know,  such  stocks  don't  exist. 
Dividend  yield  is  utterly  immaterial. 
The  fact  that  a  company  does  pay 
dividends  merely  proves  that  it  is  fi- 
nancially healthy  and  can  afford  to 
give  something  to  its  shareholders 
while  retaining  the  bulk  of  profits  for 
financing  future  growth. 

The  portfolio  reflects  a  strong  pre- 
dilection for  consumer  goods  and  ser- 
vices. It  contains  no  "natural  re- 
sources" (oil,  gas,  coal,  metals,  timber, 
etc.);  no  cyclicals  (autos,  building 
materials,  steels,  machinery);  no  utili- 
ties; no  stocks  of  any  of  the  three 
Dow  Jones  averages,  with  the  sole 
exception  of  Sears,  Roebuck.  It  has 
no  airlines  and  no  rails. 

Although  this  portfolio  of  Ameri- 
can stocks  has  outperfoimed  the  S&P 
500  by  nearly  4-to-l  so  far  this  year, 
it  does  not  include  such  wild  stocks 
as  Bausch  &  Lomb,  Levitz  or  Winne- 
bago, not  to  mention  the  recent  Wan- 
kel  engine  favorite,  Curtiss-Wright. 
This  money  manager  is  no  gunslinger 
who  buys  a  "story"  without  much 
further  ado.  All  the  companies  in  the 
portfolio  have  merit  and  most  of  them 
are  well  seasoned.  Of  course,  there  is 
not  inconsiderable  risk  in  buying  stock 
at  40,  50  and  60  times  earnings,  and 
the  manager  undoubtedly  will  try  to 
reduce  holding  of  American  stocks 
when  the  market  begins  to  look  shaky. 
However,  if  one  gets  caught  in  a  bear 
market  with  a  list  of  stocks  like  this 
one,  one  can  be  reasonably  sure  to 
emerge  successfully  when  the  next  up- 
swing comes.  Shown  below  are  the- 
stocks  included  in  the  portfolio  of  the 
fund,  which,  for  obvious  reasons,  must 
be  anonymous.  ■ 


Financial 

Soft  Drinks,  Tobacco 

American  Express 

Coca-Cola  Bottling,  N.Y. 

Beneficirl  Corp. 

Coca-Cola  Bottling  of  L.A. 

Fidelity  Union  Life  Insurance 

Liggett  &  Myers 

Pennsylvania  Life 

Philip  Morris 

Retail 

Pabst  Brewing 

Circle  K  Corp. 

Miscellaneous 

S.S.  Kresge 

Brad  Ragan 

Sears,  Roebuck 

Lubrizol 

Standcird  Brands  Paint 

Mallinckrodt  Chemical 

Cosmetics  &  Health  Products 

Rubbermaid 
Schlumberger 

Ai'O"  P  oducts 
Johnson  &  Johnson 

Knight  Newspapers 

Papercraft  Corp. 

Ta.Tipax 

Simplicity  Pattern 

Services 

IBM 

/vcj/\  ^orvices 

Magic  Chef 

National  Kinney 

Thomas  industries 

Rollins 

Tandy  Corp. 
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GROWTH  INDUSTRY  SHARES 

a  no-load 
mutual  fund 

Investment  adviser 

William  Blair  &  Company 


For  GIS  prospectus 

mail  coupon  or  phone  (312)  346-4830 


Growth  Industry  Shares,  Inc.  Rm.  2903 
135  S.  LaSalle  St.,  Chicago,  IL  60603 


City_ 


-State_ 


-Zip. 


I 

I 

I 

J 


WHICH  2 

NO-LOAD  FUNDS 

(no  broker  fee) 

ARE  RISING  SHARPLY? 
AGGRESSIVE  GROWTH 
FUNDS  REPORT® 

AGFR  dynamic  NO  LOAD  FUNDS 

continue  their  outstanding  performance 

Join  ttiis  exciting  martlet  — 

Read  this  month's  AGFR  Report 

Mail  $1.  today! 


I 
I 
I 


Chas.  H.  Thomas,  Inc.  Depl.F-25-2 
P.O.  Box  667.  Los  Altos,  Calif.  94022 

Gentlemen:  I  enclose  $1.  Please  send 
current  AGFR  Report  including: 
Most  Attractive  Funds  •  Supervised  List 
Exciting  New  Funds  •  Current  Ratings 
Buy/Sell  Recommendations 

Name 


Address_ 


City_ 


-State, 


-Zip- 


I 
I 
I 

J 


Baltimore,  Maryland  21203 

The  Board  of  Directors 
of  United  States  Fidelity 
and  Guaranty  Company 
voted  a  dividend  of  fifty - 
seven  cents  a  share,  payable 
July  31,  1972,  to  stock- 
holders of  record,  June  16, 
1972. 

WILLIAM  R.  PHELAN 
Vice  President -Treasurer 
and  Secretary 
May  24,  1972 


WALL  STREET  VIEW 

By  Robert  Stovall 


Two  Bearish  Reasons  To  Be  Bullish 


A  RECURRING  gastiic  upset  to  the 
stock  market  since  last  June  has  been 
the  frequent  reports  of  net  redemp- 
tions of  mutual  fund  shares.  On  the 
contiary,  I  find  the  reports  rather 
soothing.  My  Forbes  July  15,  1971 
column  had  the  title  "Why  Fund  Re- 
demptions May  Be  BulHsh."  My  thesis 
then  and  my  conclusion  now  is  that 
the  larger  and  presumably  more  in- 
formed institutional  and  margin-utiliz- 
ing individual  investors  were  buying 
and  then  pushing  stocks  upward,  tak- 
ing fund  values  up  with  them  and 
giving  the  smaller  fundholders  a 
chance  to  get  out  even  or  close  to  even. 

Actually,  this  is  nothing  new.  The 
record  over  a  20-year  period  shows 
that  small  mutual  fundholders  have 
tended  to  liquidate  while  the  market 
was  in  an  early  stage  of  ascendency. 
They  do  not  begin  to  buy  with  zeal 
until  market  averages  near  a  peak. 
Their  greatest  periods  of  accumula- 
tion have  been  in  the  early  period  of 
a  downswing.  Their  greatest  liquida- 
tions were  in  the  beginnings  of  the 
following  cychcal  upsweep. 

My  optimistic  reasoning  last  sum- 
mer was  that  so  long  as  small  fund- 
holders  were  being  given  (and  were 
seizing)  the  opportunity  to  stop 
breathing  through  straws,  the  record 
showed  that  the  market  still  had 
further  ahead  on  the  upside.  How 
long  will  redemptions  continue?  It  is 
well  to  realize  that  duiing  the  past 
seven  years  the  industrial  average  has 
either  touched  or  moved  into  the  950- 
1000  zone  six  separate  times.  It  is 
there  now.  Each  time  it  gets  there, 
more  of  the  innocents  grab  the  chance 
to  get  out.  Consequently  I  expect  to 
see  further  net  redemptions. 

Eventually,  though,  the  net  re- 
demptions will  cease.  In  April,  fund- 
holders  actually  liquidated  a  smaller 
dollar  amount  of  fund  holdings  than 
was  the  case  in  March.  A  principal 
reason  for  the  record  high  of  $249.8 

Mr.  Stovall  is  a  vice  president  of  the  NYSE  firm 
of  Reynolds  Securities  Inc. 


million  net  redemptions  reached  in 
'April  was  a  14.3%  month-to-month 
decline  in  industry  sales.  Redemptions 
were  down,  but  sales  were  down  fur- 
ther. One  reason  is  that  there  has  been 
a  discernible  drop  in  the  number  of 
broker-dealers  and  registered  agents 
who  have  traditionally  handled  the 
bulk  of  fund  sales. 

Ironically,  mutual  fund  perform- 
ance has  been  bettering  that  of  the 
general  market.  In  the  six  months 
since  the  market's  November  1971 
lows,  the  S&P  500  and  the  DJI  have 
risen  by  about  19%.  The  mutual  fund 
industry  was  ahead  by  24%  during 
the  period,  according  to  an  authorita- 
tive survey,  witli  growth  funds  up  29%. 

Since  performance  has  been  good, 
there  is  no  doubt  in  my  mind  that  the 
mutual  fund  industry  has  a  marketing 
problem.  Many  fundholders  may  be- 
lieve the  pundits  and  the  economists 
and  think  that  in  a  gently  but  firmly 
rising  economy  of  some  duration  they 
might  do  better  investing  on  their  own 
in  individual  stocks.  And,  finally,  the 
liquidating  fundholder  may  share  with 
me  the  feeling  that  "everything  is  go- 
ing up  except  my  pay."  Perhaps  he 
and  she  are  selling  funds  because  they 
need  the  cash  to  get  by  in  this  highly 
inflationary  environment. 

Directional  Signal  Still  Green 

Watchers  of  the  General  Motors 
Bellwether  Theory  (  Forbes,  Apr.  1 ) 
have  raised  questions  relative  to  cur- 
rent weakness  in  General  Motors  stock. 
Probably  in  anticipation  of  the  En- 
vironmental Protection  Agency's  deci- 
sion not  to  grant  the  auto  industry  a 
one-year  extension  in  meeting  1975 
pollution  standards,  General  Motors 
common  touched  a  1972  low  to  date 
below  76  early  this  month.  Discourag- 
ing as  this  may  no  doubt  be  to  Gen- 
eral Motors  shareholders,  it  is  of  no 
great  importance  of  followers  of  the 
General  Motors  Bellwether  Theory. 

The  General  Motors  Bellwether 
forecasts    general    market    direction, 


Company  (Price) 
American 

Petrofina  (22) 
Ashland  Oil  (25) 
Shell  Oil  (42) 
Union  Oil      (28) 


Domestic  Oils 

Earnings  Per  Share 

I07^ 

I97I                         1972E 

Pro/. 

$1.71                        $2.10 

1.47                    2.50 
3.63                    3.80 
2.80                    2.95 

$2.50 
2.85 
4.10 
3.30 

Dividend 
Yield 

5.00/0 
4.8 
5.7 
5.7 
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not  the  short-term  path  the  CM  equi- 
ty itself  is  expected  to  take.  The  the- 
ory holds  that  once  a  directional  sig- 
nal is  given,  or  reconfirmed  by  addi- 
tional price  moves  in  the  direction  in- 
dicated by  the  signal,  four  calendar 
months  must  pass  before  a  reversing 
signal  is  possible. 

To  be  specific.  General  Motors 
flashed  a  reversing  buy  signal  on  Mar. 
13,  1972,  closing  that  day  at  82. 
Mar.  13  is  the  key  reversal  date, 
not  Jan.  18,  1972,  the  day  GM 
touched  its  high  thus  far  for  1972 
of  845.  Subsequent  to  Mar.  13,  the 
four-month  measuring  period  was  re- 
newed when  GM  sold  at  new  interim 
highs.  The  most  recent  and  current 
measuring  date  is  Apr.  6,  1972,  at 
which  time  General  Motors  sold  at 
84%.  According  to  the  theory  the 
stock  market  has  clear  sailing  until 
.Monday,  Aug.  7,  1972.  Should  GM 
succeed  in  selling  above  84/^  during 
that  four-month  time  span,  the  "all 
clear"  time  period  will  be  likewise  ex- 
tended by  four  months  from  each  suc- 
ceeding interim  high.  During  a  time 
period  when  the  directional  signal  is 
pointing  to  "buy,"  the  price  fluctua- 
tions of  GM  common  are  of  no  sig- 
nificance to  the  theory  so  long  as  new 
highs  can  be  registered  within  four 
months  of  the  previous  interim  high. 
I  trust  all  this  is  crystal  clear. 

Low  Risk,  High  Return 

Further  to  my  feeling  that  shares 
of  domestic  petroleum  companies  rep- 
resent a  low  risk/ potential  high  return 
area  in  the  present  stock  market,  I 
present  some  supporting  statistics 
(see  table  on  opposite  page).  None 
of  these  companies  has  substantial  de- 
pendence on  reserves  located  in  Mid- 
dle Eastern,  African  or  South  Ameri- 
can countries  which  are  members  of 
the  Organization  of  Petroleum  Export- 
ing Countries.  Accordingly  earnings 
gains  from  improvement  in  the  domes- 
tic economy  should  not  be  diluted  by 
decreased  foreign  revenues.  All  four 
.would  be  benefited  should  gasoline 
price  realizations  improve  by  1  to  2 
cents  per  gallon  this  year.  This  lever- 
age ranges  from  66  cents  per  share 
per  penny  increase  at  the  retail  pump 
for  American  Petrofina  to  50  cents 
for   both   Ashland   and    Shell   to   25 

cents  for  Union  Oil  of  California. 

•     «     • 

In  my  Dec.  1,  1971  column,  I  noted 
a  number  of  small  companies  which 
seemed  to  have  favorable  market  pos- 
sibilities. One  of  them  was  Binney  ir 
Smith,  then  selling  at  30.  Early 
this  month  Chesebrough-Pond's  an- 
nounced the  proposed  acquisition  of 
Binney  &  Smith,  whose  stock  took  oflE 
for  a  19  point  rise,  from  37  to  56— a 
great  opportunity  for  profit-taking.  ■ 
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Receive 
3  months  of 
Vialue  Line 
for  $25. 


ILLUSTRATED) 
ABOVE 


If  no  member  of  your  household 
has  had  a  subscription  to  Value  Line 
in  the  past  two  years,  you  may . . . 

get  this  l800-page 
Investors  Reference  Service! 
at  no  extra  cost  under  this 
special  introductory  trial 

For  only  $25,  about  half  the  regular  $49  quarterly  rate,  you'll  receive  all  the 
new  full-page  reports  to  be  issued  in  the  next  three  months  on  the  more  than 
1400  stocks  and  67  industries  regularly  monitored  by  The  Value  Line 
Investment  Survey. 

These  new  reports  will  update  and  replace  the  complete  set  of  reports 
on  all  1400  stocks  in  67  industries  already  filed  and  indexed  in  the  Investors 
Reference  Service  binders  which  you  will  have  received  as  a  bonus. 
Filing  takes  less  than  a  minute  a  week. 

In  effect,  you  will  receive  six  months  of  Value  Line  service  for  only  $25— 
the  latest  three  months  and  the  next  three  months.  (The  regular  annual 
rate  is  $189). 

This  special  introductory  trial  is  offered  to  new  subscribers  only  because  a 
large  percentage  of  those  who  once  try  Value  Line  for  three  months  elect  to 
continue  as  full  term  subscribers  at  standard  rates.  The  increase  in  circulation 
thus  effected  enables  us  to  provide  a  comprehensive  investment  survey 
to  existing  subscribers  at  a  much  lower  fee  than  would  be  required  with  a 
smaller  circulation. 

You'll  find  it  convenient  to  have  the  Investors  Reference  Service  at  your 
fingertips  whenever  you  need  facts  and  figures,  as  well  as  Value  Line's 
projected  performance  ratings,  on  more  than  1400  widely-held  stocks  in 
67  mdustries. 

You'll  also  get  analyses  and  forecasts  of  the  national  economy  and  the 
stock  market . . .  guidance  on  current  investment  policy . . .  plus  Value  Line's 
"Especially  Recommended  Stock  of  the  Week"  and  the  monthly 
"Special  Situation." 

To  take  advantage  of  this  special  introductory  offer  and  to  receive  the 
Investors  Reference  Service  as  a  bonus  in  addition  and  without  extra  charge, 
simply  fill  in  and  mail  the  coupon  below. 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &Co.,  Inc.  •  5  East  44th  St.,  New  York,  N.Y.  10017 

D  Begin  my  13-week  trial  subscription  to  The  Value  Line  Investment  Survey  at  the 

special  money-saving  rate  of  just  $25.  As  a  bonus  at  no  extra  cost,  I  will  also  receive 

The  Investors  Reference  Service.  I  have  enclosed  my  $25  check  or  money  order. 

This  offer  is  limited  to  new  subscriptions  and  is  available  only  once  to  any  subscriber. 
D  I  would  prefer  one  year  (52  issues)  of  Value  Line  and  The  Investors  Reference  Service 

for  $189. 

If  dissatisfied  for  any  reason,  I  may  return  the  material  within  30  days  and  my  money 

will  be  refunded. 
D  Payment  signature 1537 

enclosed 


D  Bill  me  for  $189. 
N.Y.  residents  please 
add  applicable  sales 
tax. 


NAME  (please  print) 


ADDRESS 


CITY 


STATE 


ZIP 


*^_  (No  assignment  of  this  agreement  will  be  made  without  subscriber's  consent)  ^> 
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A  NO-LOAD  Mutual  Fund 

ROWE  PRICE 
NEW  ERA 
FUND 


JNC. 


Objective:  Capital  Appreciation. 

The  Fund  will  seek  long-term  capi- 
tal growth  by  investing  in  com- 
panies operating  in  areas  believed 
to  be  promising. 

NO  SALES  COMMISSION 
NO  REDEMPTION  PENALTY 

For  free  prospectus  write  or  call:           iP' 
I 1 

Rowe  Price  New  Era  Fund,  Inc. 
One  Charles  Center,  Dept.  A6 
Baltimore,  Maryland  21201  (301)  539-1992 


Name_ 


Address- 
City 


.State- 


Zip  Code- 


WHICH  FUHDS 

WERE  TOP 
PERFORMERS? 

FundScope,  the  national  monthly  mutual 
fund  magazine,  takes  a  cold  hard  look  at 
the  performance  records  of  470  mutual 
funds  and  comes  up  with  some  eye-open- 
ing data.  Included  in  these  performance 
tables  are  so-called  Go-Go  funds,  No-Load 
funds  and  funds  little  known  except  to 
professional  investors. 

This  dynamic  analysis  gives  you  per- 
formance results  for  each  mutual  fund 
and  the  TOP  10%  IN  PERFORMANCE  and 
the  BETTER-THAN-AVERAGE  and  BELOW- 
AVERAGE  performers  for  each  year  since 
1964.  You  may  be  surprised  to  learn  that 
only  one  fund  hit  the  TOP  10%  in  five  of 
the  eight  years,  three  funds  made  the  TOP 
10%  in  four  of  the  eight  years,  nine  funds 
made  the  TOP  10%  in  three  of  the  eight 
years.  FUNDSCOPE  NAMES  ALL  THESE 
FUNDS  as  well  as  the  above-average 
performers  for  each  of  the  8  years. 

SPECIAL  OFFER:  (new  trial  subscribers  only). 
Send  just  $17  for  a  3-month  trial  subscription 
to  FundScope.  PLUS-3  bonus  reports:  "Which 
Funds  Were  Top  Performers?";  "Are  No-Load 
Funds  A  Bargain? ';  "Which  Funds  Performed 
Well  in  Up  and  Down  Markets?"  AND  the  532- 
page  April  1972  Mutual  Fund  Guide,  the  new 
Bible  of  the  fund  industry  with  all  the  vital 
information  you  need  on  468  funds.  (GUIDE 
ALONE  SELLS  FOR  $15  ) 

ACT  NOW:  Mail  your  $17  today,  or  l(  you  prefer 
the  above  offer  with  a  money-saving  14-month 
subscription,  send  $50.00  (10  day  returnable 
guarantee).  Include  ZIP.  No  salesman  will  call. 
Not  available  on  ne.\sstands. 

FundScope,  Dept.  F-34,  Suite  700 
1900  Avenue  of  the  Stars 
Los  Angeles,  Cal.  90067 


TECHNICIAN'S  PERSPECTIVE 

By  John  W.  Schu/z 


Election  Jitters 


In  late  May  of  1970,  the  most  severe 
bear  market  in  common  stocks  this 
generation  of  investors  has  known, 
came  to  a  shuddering  halt.  Exactly 
two  years  later,  on  May  26,  1972, 
the  major  stock  price  averages  barely 
managed  to  post  new  bull-market 
highs  above  those  registered  around 
mid-April  and  then  began  to  retreat. 
Technicians  thus  could  begin  to  fret 
about  a  latent  "double  top"  near  Dow 
970,  not  necessarily  so  broad  as  to 
put  an  end  to  the  entire  bull  market 
but  broad  enough  to  suggest,  by 
chartist's  rule-of-thumb,  the  possibility 
of  an  intermediate-trend  decline  into 
the  upper  800s  of  the  Dow. 

Considering  that,  after  two  years' 
labor,  the  technical  underpinnings  of 
a  bull  market  are  inevitably  somewhat 
eroded,  this  contingency  obviously 
cannot  be  dismissed  out  of  hand;  it 
must  remain  pure  hypothesis,  how- 
ever, as  long  as  the  Dow  can  hold 
above  the  May  9  minor  reaction  lows 
at  926-917.  Meanwhile,  I  think  1  want 
to  hold  to  the  view  stated  here  on 
June  1,  1972  that  the  market  may 
have  to  go  through  a  phase  of  con- 
solidation in  a  trading  range  between 
the  April  highs  and  the  May  lows  be- 
fore the  Dow  can  register  new  bull- 
market  highs  by  a  decisive  margin. 

This  view  implies  that  the  May  9 
lows  should  hold.  The  chief  reason 
I  think  they  should  hold  is  that  this 
bull  market  still  has  a  lot  going  for  it. 
For  one  thing,  the  money  supply  has 
been  growing  vigorously  so  far  this 
year;  it  may  expand  at  a  more  mod- 
erate rate  during  the  second  half, 
but  it  almost  certainly  will  not  stag- 
nate as  it  did  during  the  year-earlier 
period,  and  in  any  case  fiscal  stimulus 
seems  bound  to  be  much  greater  dur- 
ing the  next  six  months  than  it  was 
over  the  past  six. 

For  another,  the  recovery  in  busi- 
ness and  profits  latel)'  has  been  gath- 
ering a  momentum  that,  in  the  opinion 
of  more  and  more  economists,  could 
scarcely  fail  to  subside  much  before 
mid-1973,  if  then.  I  can't  conceive  of 
a  more  powerful  combination  of  cir- 
cumstances and  prospects  for  keeping 
stock  market  setbacks  within  minor- 
downtrend  liinits  at  a  time  when  the 
Dow's  price/ earnings  ratio  is  not  much 
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higher  than,  as  the  preceding  column 
observed,  "the  lowest  reached  during 
any  of  the  ten  identifiable  major  crisis 
situations  since  1962." 

Misplaced  Skepticism? 

But,  you  may  ask,  if  the  monetary 
and  business  background  is  indeed  so 
favorable  for  the  next  12  months  or 
so,  why  hasn't  the  market  made  more 
progress  so  far  this  year,  why  are  so 
many  cyclical  stocks  still  wallowing 
in  the  doldrums?  There  are,  I  think, 
two  related  basic  reasons.  First,  many 
investors  still  question  that  the  cur- 
rent business  recovery  is  anything 
more  than  a  purely  cyclical  develop- 
ment, that  it  could  be  signalling  a  re- 
sumption of  the  economy's  longer- 
term  growth.  I  cannot  tell  how  long 
this  skepticism  will  persist,  but  I  know 
of  some  economists  who  would  say 
that  it's  quite  misplaced. 

Second,  investors  seem  to  have  be- 
come susceptible  to  election  jitters  in 
recent  months,  a  condition  that  is  not 
unlikely  to  recur  in  the  months  im- 
mediately ahead.  Most  observers,  re- 
gardless of  political  persuasion,  would 
probably  agree  that  the  stock  market 
would,  as  one  of  them  noted  lately, 
be  "more  comfortable"— that  is,  more 
confident  of  1973-76  business  and 
earnings  prospect— if  Mr.  Nixon  is  re- 
elected than  if  one  of  the  Democratic 
contenders  for  the  nomination  were  to 
be  our  next  President.  This  preference 
could  account  largely  or  wholly  for  the 
three  weeks'  market  decline  in  late 
April  and  early  May,  when  develop- 
ments in  Indochina  seemed  to  dim 
Mr.  NLxon's  reelection  prospects. 

The  jitters  broke  out  again  late  last 
month,  when  the  views  of  one  Demo- 
cratic candidate  began  to  receive  na- 
tionwide publicity.  Among  other 
things,  he  advocated  a  $17-billion  in- 
crease in  taxes  on  corporate  earnings, 
a  proposal  that  could  upset  investors, 
given  the  fact  that  aftertax  corporate 
profits  this  year  probably  will  total 
over  $55  bilhon,  against  about  $46.7 
billion  last  year,  with  a  further  rise 
toward  $60  billion  in  sight  for  next 
year  under  the  present  tax  structure. 

Put   differently,   a   $17-billion   bite 
could   cut   1973   aggregate   coiporate  ' 
earnings  back  to  or  below  the  $44.5-  i 
billion  level  of  1969,  when  the  Dow  ' 
earned  about  $57  "per  share"  ( against  J 
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a  possible  1972-73  average  near  $70 
under  existing  tax  conditions) .  Looked 
at  yet  another  way,  a  $17-billion  hike 
in  corporate  taxes  would  be  equal  to 
almost  15?  of  all  business  spending 
for  capital  investment  likely  this  year; 
it  would,  moreover,  exceed— and  thus 
could  largely  wipe  out— an  increase 
next  year  of  maybe  S15  billion  in  such 
expenditiu^es,  which  many  economists 
count  on  to  keep  the  economy  ex- 
panding and  employment  rising. 

If  implemented,  this  proposal  ob- 
viously could  do  substantial  damage 
to  the  overall  level  of  common  stock 
prices,  which  makes  one  wonder 
whether  its  proponents  have  taken  ac- 
count of  the  fact  that  the  consequences 
would  affect  more  than  30  million 
shareholders  directly,  plus  presuma- 
bly millions  more  indirectly  who  have 
a  stake  in  institutional  stockholdings. 

The  Voting  Investor 

According  to  the  very  latest  avail- 
able statistics  published  by  the  Securi- 
ties &  Exchange  Commission,  domes- 
tic individuals  owned  stock  worth 
$668  billion  at  the  end  of  1971.  For 
corporate  pension  funds,  the  total  was 
almost  $87  bUlion,  or  about  68%  of 
their  total  assets;  for  public  pension 
funds,  over  $11  billion.  There  are  also 
the  mutual  funds,  with  well  over  10 
million  shareholders  and  currently 
some  $56  billion  worth  of  stock  in 
their  portfolios  (e.xcluding  the  no- 
loads).  Life  and  casualty  insurance 
companies,  not  a  few  of  them  orga- 
nized as  mutuals  {i.e.,  policyholder 
owned)  now  account  for  probably 
more  than  $36  billion  worth  of  stock. 
In  all,  at  yearend,  institutional  inves- 
tors held  stocks  to  an  estimated  value 
of  over  $304  billion.  I  think  it's  a  con- 
servative guess  to  say  that  today  some- 
thing like  50  million  investors,  or  near- 
ly 25%  of  the  population,  have  a  stake 
in  common  stocks,  and  thus  in  any 
proposal  that  might  sweepingly  de- 
press their  market  value.  And  quite  a 
few  millions  of  them  can  vote,  maybe 
enough  to  account  for,  say,  20%  of 
the  electorate. 

Perhaps  it's  some  intuitive  aware- 
ness of  the  political  weight  they  can 
swing  that  will  keep  investors,  in  the 
aggregate,  from  panicking  at  proposals 
for  sweeping  changes  in  the  tax  struc- 
ture. Perhaps  it's  a  conviction  that 
Mr.  NLxon  is  unbeatable.  Then  again, 
it  may  be  the  experience  that  the 
boldest  plans  get  toned  down  under 
the  pressures  and  realities  a  candidate 
must  cope  with  after  he  is  elected  to 
ofiBce.  Or  it  may  be  the  realization 
that,  since  the  turn  of  the  century,  the 
"typical"  Presidential  year  has  seen 
stock  prices  score  month-to-month 
gains  from  May  to  December  (except 
in  September).   ■ 


How  to  place  your  portfolio 

under  investment  management 

starting  with  as  little  as  $5,000 

Here  are  the  five  simple  steps  you  take  to  place  your  portfolio  under 
The  Danforth  Associates  Investment  Management: 


1.  Send  for  our  42-page  booklet 
describing  this  tested  plan.  There  is 
no  obligation.  No  one  will  call  you. 
We  serve  clients  in  at  least  64 
countries  solely  by  correspondence. 

2.  Study  our  procedures.  See  how 
we  will  try  to  help  your  capita! 
grow  by  carefully  supervising  your 
investments  in  leading  common 
stocks.  Compare  the  15-year  "Per- 
formance Record"  of  all  funds  we 
have  managed. 

3.  Tell  us  the  amount  of  money  in 
cash  or  security  values  you  want 
us  to  manage,  how  you  want  divi- 
dends and  fees  handled  and  other 
helpful  data. 

4.  Open  your  own  brokerage  ac- 
count with  a  large  NYSE  Member 
Firm  which  has  a  special  office 


serving  only  Danforth  clients.  Give 
them  limited  power  to  accept  in- 
structions from  us  —  with  transac- 
tions in  your  name  only. 

5.  From  this  point  on,  our  analysts 
will  make  decisions  to  try  to  help 
your  capital  grow.  As  in  any  selec- 
tion of  investments,  losses  do  and 
will  occur,  but  you  will  know  their 
decisions  promptly.  You  receive 
monthly  accountings  and  quarterly 
evaluations.  You  can  withdraw  at 
any  time. 

The  plan  thus  far  has  proved,  we 
believe,  especially  efficient  in  su- 
pervising portfolios  starting  with 
from  $5,000  to  $50,000.  To  take 
your  first  step  now,  simply  write 
"send  booklet"  with  your  name 
and  address  and  mail  to  Dept.T-58. 


THE  Danforth  Associates 

Wellesley  hills,  Mass.,  U.S.A.  o2i8i 

^^^_  Investment  Management  •  Incorporated  1936  SSSS 


With  hundreds  of  Funds  to 
choose  from,  why  should  you 
buy  without  impartial  advice? 

.  UNITED  Mutual  Fund  Selector 


covers 


389  Mutual  Funds 

Not  only  statistical  comparisons,  but 
. . .  appraisal  of  risk,  specific  analysis 
and  unbiased  advice  on  which  Funds 
United  recommends  to  buy. 

Send  today  for  United's  current  Report  on  389 
MUTUAL  FUNDS,  including  3  Funds  to  buy.  Plus 
a  complete  copy  of  our  next  issue  containing 
United's  Supervised  List  of  20  Funds. 


I  This  entire  package  only  $2  □ 


$2.25 
Airmail 


NAME  (please  print)- 
ADDRESS 


UNITED  Mutual  Fund  Selector 

A  Service  of  United  Business  Service 
212  NEWBURY  STREET,  BOSTON.  MASS.  02116 


FM6-15 

Please  send; 
entire  package 
of  Mutual  Fund 
information 


No  aalfltfntn  wiM  call. 
W«  havn  nont. 
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explicit  inlomto 
about  WSJ  WJ*  • 

The  Prospectus  and  literature  we  will  send 
you  tells  you  not  only  about  the  performance 
record  of  Energy  Fund  as  of  our  latest  shareholder 
report,  but  also  about  •  the  cost  of  management 

•  the  name  and  company  positions  of  Energy 
Fund's  directors  and  advisors  •  the  list  of 
stocks  in  which  Energy  Fund  has  invested 
as  of  our  latest  report  •  the  objectives, 
investment  policies  and  investmant  restrictions 
of  Energy  Fund  •  selling  and  redemption 
rights  •  allocation  of  brokerage  •  annual  rats 
of  portfolio  turnover  •  the  arrangements 
made  for  safekeeping  of  Energy  Fund's 
portfolio  securities  and  cash- 

•  and  more 


NO  LOAD 

NO  SALES  COMMISSION 
NO  REDEMPTION  FEES 


Energy  Fund  120  Broadway,  N.  Y.  1000s  Dipt  zr 

(212)  344-5300 

Pittse  send  me  the  Free  pcotpectui  and  llteritun 
on  ENERGY  FUND. 

City 


Jttte. 


Jip- 


Jr^^L  Investments  Geared  to  America's  Future 

^"^ Johnston 

Mutual  FUnd 

for  investors  seeking  possible  growth 
of  capital  and  income 

A  NO-LOAD  FUND 

No  Redemption  Charge 
Systematic  Investment  Plan 

NO  SALES  CHARGE 

Self-Employed  Retirement  Plan 
Available   (KeoghAct) 

Mail  Today  For  Free  Prospectus 


The  Johnston  Mutual  Fund,  Inc. 
460  Park  Ave.,  N.Y.C.  10022    Dept. 
Phone:(212)679-2700 


NAME 


ADDRESS . 


AGGRESSIVE 
INVESTMENT  ACCOUNTS 

managed  personally  by  our  partner 

JOHN  W.  SCHULZ 


A 


ABRAHAM&CO. 

Membftj  New  York  Slock  Exchanje    Inc. 

and  othtr  leading  Exchanges 

1?0  Bioadway,  New  York,  N.  Y.  10005 


OVERSEAS  COMMENTARY 

.  By  Walter  Oechsle 


No  Time  For  Provincialism 


It  didn't  exactly  require  a  genius  to 
do  well  in  foreign  markets  during  the 
first  five  months  of  this  year.  As  of 
this  writing,  broadly  based  indices  are 
up  approximately  35%  in  Amsterdam 
and  Tokyo,  20%  in  Frankfurt  and 
Zurich,  15%  in  London  and  45%  in 
Paris.  With  gains  like  these  to  be 
made  in  so  many  foreign  markets, 
compared  with  an  8%  rise  in  the  Dow 
Jones,  the  debate  raging  in  Wall 
Street  as  to  whether  and  when  the 
Dow  will  go  up  another  5%  to  1000 
appears  to  be  rather  silly. 

For  the  same  reason,  I  find  it  diffi- 
cult to  understand  why  the  American 
investment  community  has  remained 
so  provincial.  In  Europe,  the  time  is 
rapidly  approaching  when  most  port- 
folio managers  will  operate  truly  in 
one  world,  shifting  their  funds  from 
market  to  market  depending  on  rela- 
tive merits.  Admittedly,  U.S.  investors 
are  handicapped  by  the  Interest 
Equalization  Tax  and  Federal  Re- 
sei-ve  guidelines,  but  British  investors, 
to  name  one  example,  have  been  over- 
coming more  severe  obstacles  for  many 
years.  I  am  quite  hopeful  that  here, 
too,  more  investors  will  come  to  view 
foreign  markets  as  viable  alternatives 
to  investment  in  the  U.S. 

Look  fo  Foreign  Markets 

I  pointed  out  in  a  previous  column 
that  for  many  reasons  South  African 
gold  shares  rate  a  closer  look.  Along 
the  same  lines,  I  believe  that  foreign 
markets  generally  should  be  followed 
much  more  closely,  particularly  at  this 
time,  by  U.S.  investors.  Of  course, 
with  all  the  markets  having  performed 
so  well  earlier  this  year,  the  legitimate 
question  is  whetlier  the  boat  hasn't 
simply  been  missed.  I  think  not. 

In  partial  explanation,  I'd  like  to 
draw  an  analogy.  Obsei-ving  and  pre- 
dicting tlie  course  of  some  ten  differ- 
ent stock  markets  at  the  same  time  is 
somewhat  like  trying  to  keep  abreast 
of  developments  in  a  ten-man  mile 
race  in  which  each  participant  starts 
at  a  different  time.  It  is  roughly  known 
tliat  every  runner  will  take  somewhere 
between  4  and  4/2  minutes  to  finish 
the  race.  But  the  speed  per  lap  per 
man  could  vary  greatly.  Also,  it  would 
be  very  difficult  to  tell  the  leader  of 
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the  race  at  any  given  time,  or  if  any 
one  is  either  nearly  or  completely  run- 
ning out  of  steam. 

Watching  a  number  of  stock  mar- 
kets is  similar:  You  usually  have  a 
staggered  start;  you  know  that  bull 
markets  generally  last  somewhere  from 
two  to  four  years,  bear  markets  are 
considerably  shorter.  You  mustn't  for- 
get, of  course,  that  there  are  probably 
as  many  exceptions  as  there  are  rules 
when  it  comes  to  stock  markets! 

Going  further  with  the  analogy,  the 
U.S.  and  British  bull  markets,  being 
roughly  two  years  old,  are  probably 
closest  to  the  finish  line.  The  Italian 
market,  just  above  a  10-year  low,  rep- 
resents the  other  extreme.  It  is  still 
anyone's  guess  as  to  whether  it  is  in 
the  race  at  all.  In  the  case  of  tlie 
Japanese  market,  one  can  probably 
discount  the  August  1971  collapse  as 
a  gross  short-term  aberration  and  thus 
date  the  beginning  of  the  bull  market 
in  December  of  1970.  That  puts  the 
current  market  somewhere  close  to  the 
finish  line.  The  German  and  Dutch 
markets  still  appear  to  be  in  only  the 
first  or  second  lap. 

The  fact  that  most  stock  markets 
around  the  world  are  presently  in  the 
midst  of  strong  upswings— though  in 
different  stages— is  more  than  a  coin- 
cidence. There  are  definite  parallels 
between  economic  and  stock  market 
developments  in  these  countries.  The 
sequence  of  spiralling  inflation,  reces- 
sion, aggressive  monetary  ease,  ex- 
pansionary fiscal  policy  and  finally  up- 
turn in  corporate  profits  has  been  tak- 
ing place  or  is  about  to  take  place  in 
the  U.S.,  then  in  Japan,  then  in  most 
of  Continental  Europe  in  that  order. 

If,  from  all  this,  one  were  to  con- 
clude that  the  youngest  bull  markets, 
namely  those  in  Germany  and  Hol- 
land, have  the  farthest  to  go  because 
their  economies  are  in  the  earliest 
phases  of  the  upswing,  one  does  run 
the  risk  of  being  too  logical.  Nevertlie- 
less,  I  propose  that  these  two  markets 
will  prove  to  be  very  interesting  for 
the  next  12  to  18  months.  In  botb. 
countries  the  1971  recession  waC 
much  more  evident  in  terms  of  profits' 
than  in  tenns  of  broad  economic  indi- 
cators; yet  the  mini-recessions  that  did 
occur  were  sufficient  to  also  cause  de- 
clines in  capital  spending,  in  utilization 
of  industrial  capacity  and  in  the  rate 
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of  inventory  accumulation.  This  means 
that  the  stage  has  been  set  for  a  sub- 
stantial turnaround  in  profits  as  soon 
as  the  operational  leverage  comes  into 
play  on  the  higher  volume  of  business 
anticipated  for  late  1972  and  1973. 

Having  identified  two  promising 
markets,  I  still  have  to  specify  my 
selections.  Philips  Lamp  has  had  its 
ups  and  downs  in  the  past  and  will 
undoubtedly  have  them  in  the  future. 
At  the  moment  most  everytliing  is 
heading  in  the  right  direction.  A  dis- 
tinct improvement  in  the  overall  eco- 
nomic climate  in  Europe,  the  actual 
arrival  of  the  long  anticipated  Eu- 
ropean color  TV  boom  and  improve- 
ments based  on  internal  economies 
are  the  key  factors.  Philips'  problems 
actualh'  preceded  the  European  re- 
cession somewhat.  Partly  because  of 
this,  it  is  one  of  the  first  European 
companies  to  emerge  from  it. 

Philips*  earnings  had  declined  dras- 
tically in  five  consecutive  quarters 
starting  with  the  third  quarter  of 
1970.  The  turn  for  the  better  l)ecame 
evident  in  the  fourth  quarter  of  1971 
and  was  confirmed  in  the  first  quarter 
of  the  current  year.  On  the  American 
accounting  basis,  earnings  in  the  cur- 
rent year  should  be  in  the  area  of 
$1.50-$1.60  per  share  vs.  $1.15  last 
year.  I  consider  $1.90  to  $2  per  share 
distinctly  possible  for  1973.  While  the 
stock  has  already  moved  substantially, 
I  think  the  modest  current  multiple 
leaves  ample  room  for  further  appre- 
ciation. The  stock,  currently  16/2, 
trades  actively  in  New  York. 

Siemens  &  Farben  Bayer 

Selection  in  Germany  is  a  bit  more 
of  a  problem.  In  the  past  ten  years  it 
has  been  difficult,  if  not  impossible, 
to  outperform  the  market  by  sticking 
to  internationally  well-known  compa- 
nies. The  best  performing  companies 
are  generally  too  small  to  qualify  for 
foreign  investment.  I'd  like  to  call  at- 
tention to  one  company  that  has  con- 
siderably outperfornicd  the  market, 
Siemens  (88  per  ADR)  and  one  that 
underperformed  it,  Farben  Bayer 
(ADRs  at  51  on  NASDAQ). 

Siemens  has  suffered  less  from  the 
revaluation  of  the  German  mark  be- 
cause it  deals  mostly  in  proprietary 
products  and  was  able  to  largely  off- 
set the  effects  of  the  1969  and  1971 
revaluations  through  price  increases. 
This  was  not  possible  in  the  case  of 
Bayer,  because  it  deals  mostly  in  com- 
modity type  products.  The  earnings  of 
both  companies  are  beginning  to  turn 
up  and  should  be  considerably  better 
in  1973.  They  are  selling  at  multiples 
roughly  in  line  with  the  overall  mar- 
ket. Neither  stock  is  traded  actively 
in  New  York,  which  does  not  detract 
from  their  long-term  appeal.  ■ 


JVIoybe 

you  don't  trade 

commodities 

just  because 

your  father 

didn't 


That's  no  excuse.  Commodity 
futures  trading  has  burgeoned 
since  Dad's  day.  Annual  volume 
on  the  Chicago  Mercantile 
Exchange  has  gone  from  $3 
billion  to  $40  billion  just  in  the  last    '  ■ 
ten  years.  Commodities  that  have  never 
been  traded  before  are  being  added 
every  year.  Sophisticated  electronic 
communications  transmit  market  p 

information  all  over  the  world 
instantaneously  and  most  orders 
are  filled  in  minutes. 

Mast  important  to  you,  the 
volume  and  liquidity  of  the  CME 
offer  unparalleled  opportunities  for 
knowledgeable  traders. 

You  can  practice  trading 
commodities  without  investing  any 

L 


money  by  using 
our  new  Com- 
modity Trader's 
Scorecard.  To 
find  out  what 
kind  of  a  com- 
modity futures 
trader  you  might 
make,  send  in  the 
coupon  below. 
Where  would  you  be  today  if 

you  didn't  do  a  few  things  that 

your  father  didn't? 


^CHICAGO  MERCANTILE  EXCHANGE 

Vh  110  North  Franklin  Street.  Chicago,  Illinois  60606 

Gentlemen:  Dept.  198 

Please  send  me  a  free  Commodity  Trader's 
Scorecard. 


~\ 


City 


Zip 


the  man  you  want 

to  succeed 

reads 

Forbes 
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How  do  you  get 
a  $1,500  to  $25,000 
Executive/ 
Professional  Loan... 
without  collateral, 
without  interview, 
and  strictly  by  mail? 

Very  confidentially. 

When  you're  an  executive  or  profes- 
sional man  or  woman,  borrowing  big 
money  demands  absolute  privacy. 
Which  is  why  Associates  Financial 
Services  Corporation  now  offers  ex- 
ecutive and  professional  loans  up  to 
$25,000  strictly  by  mail ..  .without 
embarrassing  interviews,  and 
at  rates  about  the  same  as 
most  revolving  charge  ac- 
counts. Your  confidence 
completely  respected. 
For  immediate  details 
(no  one  will  call), 
write  . . . 

Associates  Financial  Services  Corp. 

Suite  115, 1030  E.  Jefferson  Blvd., 

South  Bend,  Indiana  46617 

or  call  Mr.  Charles  Papas  collect  at 
219/232-2097 


T.ROWE  PRICE 
GROWTH  STOCK 
FUND.  INC. 

t.  1950 

A  HOLOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

MO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Row.  Pric.  Growth  Stork  Fund,  Inc.  I 

On*  Ch.rl.t  Ctnt.r,  O.pt  M 

„ .-^  ...J..  Phon.  (301)  539-1992     I 


Baltlmort,  Md.  21201 


Nimi. 


READERS  SAY 


( Continued  from  page  18) 
been  a  subscriber— 15  years. 

—A.J.  ElCHINGER 

Farmington,  Mich. 
Supporf  Your  Candidale 

Sir:  Re  your  May  15  editorial  on  polit- 
ical giving  by  businessmen,  I  refer  you 
to  the  new  campaign  finance  law.  Section 
610  authorizes  corporations  to  establish 
and  solicit  funds  for  political  purposes. 
Section  611  of  the  same  law,  however, 
says  that  no  company  doing  business  with 
the  government  may  "directly  or  indirect- 
ly" make  any  contribution  of  money  or 
anything  of  value  for  a  political  purpo.se. 
Since  many,  if  not  most,  of  the  major 
companies  in  this  country  are  government 
contractors  to  some  degree,  this  is  a  clear 
deterrent  to  achieving  what  your  edito- 
rial urges.  Until  the  law  is  amended, 
many  companies  will  remain  inhibited  in 
developing  any  organized  system  to  en- 
courage their  executives  and  employees 
to  step  up  to  their  political  support  re- 
sponsibilities—which you  so  eloquently 
set  forth  in  your  editorial. 

— Frkd  Gazpacho 
New  York,  N.Y. 

Sn\:  Wouldn't  it  be  worth  giving  some 
of  us  who  try  to  be  good  citizens  but 
must  make  contributions  on  a  taxable  ba- 
sis, as  many  of  us  do,  some  credit? 

— Zenon  C.R.  Hansen 

Chairman  of  the  Board 

Mack  Trucks,  Inc. 

Allentown,  Pa. 

The  Best 

Sn»:  Re  your  article  "The  Minifund 
Trap"  (Apr.  15):  I  would  like  to  point 
out  that  Founders  Special  Fund  was  the 
best  performing  fund  for  1970,  according 
to  Arthur  Lippcr. 

-Eugene  D.  Bhody 

Chief  Executive  Officer 

Founders  Mutual  Depositor  Corp. 

New  York,  N.Y. 

"You  Should  See  These"? 

Sih:  If  your  opinion  of  companies  was 
equal  to  your  opinion  of  movies  (Fact 
ir  Commcut,  May  I),  I  believe  your  maga- 
zine would  be  worthless  and  I  would 
cancel.  The  Last  Picture  Show  was  the 
poorest  movie  I  have  ever  seen,  and 
that  includes  some  presoimd  movies. 

—E.J.  Fischer 
Riverside,  Cal. 

Sir:  I  was  quite  disappointed  with  The 
French  Connection. 

—Eon  R.  Turner  Jr. 
Houston,  Tex. 

Sir:  On  your  recommendation,  I  saw 
tlie  movie  The  Godfather,  my  first  movie 
in  a  year.  I  thought  it  was  horrible. 

—Frkd  E.  Gutii 
Clayton,  Mo. 


Ifyou  have  $20,000 
in  the  stock  market, 

let  me  manage 
half  of  it  for  one  year. 


¥ 


I  am  a  personal  invest- 
ment counsellor.  I  manage  other  people's 
investment  dollars.  I'd  like  to  manage  half 
of  your  portfolio  for  one  year,  then  let  you 
decide  who  ought  to  do  the  whole  job. 

Operating  in  the  market  is  a  full  time  job. 
The  market  moves  on  facts  and  emotion. 
With  and  against  economic  realities.  Indi- 
vidual stocks  in  the  market  make  their 
own  moves. 

My  organization  devotes  full  time  to 
watching  and  charting  individual  compa- 
nies. We  have  developed  what  wc  call  the 
"Mills  Growth  Phase  Curve"  that  gives 
us  an  indication  of  which  stocks  may  pos- 
sibly do  better  than  average,  and  which 
ones  won't. 

If  you  would  like  to  know  more  about 
how  we  manage  millions  of  dollars  in 
investments,  write  for  our  free  48-page 
booklet,  "Personal  Investment  Counsel". 
Read  it.  Then  decide  if  you'll  accept  my 
challenge. 

Mansfield  Mills  Inc. 

Very  Personal  Investment  Counsel. 

7918  Ivanhoe  Avenue. 

(P.O.Box35l)Dept  F-615 

La  Jolla,  California  92037. 


DIVIDEND 


NOTICE 


SHELL  OIL 
Company 


The  Board  of  Directors  today 
declared  a  quarterly  dividend  of 
sixty  cents  (60f)  a  share  on  the 
Common  Stock  of  this  Company, 
payable  Juno  26,  1972,  to  share- 
holders of  record  June  7,  1972. 

W.  W.  WESTERFIELD,  Jr. 
Secretary 

May  25,  1972 


Your  Fair  Share 
Shows  You  Care 

THE  y 

UNITED  WAY 
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THOUGHTS. 


ON  THE 
BUSINESS  OF  LIFE 


A  good  father  lives  so  he  is  a  credit 
to  his  children.        —Arnold  Glasow 


I  could  not  point  to  any  need  in 
childhood  as  strong  as  that  for  a  fa- 
ther's protection.       — Sigmund  Freud 


Summer  treads  on  heels  of  spring. 
—Horace 


We  try  to  make  our  children  be- 
come more  like  us,  instead  of  tiying  to 
become  more  like  them— with  the  re- 
sult that  we  pick  up  none  of  their  good 
traits,  and  they  pick  up  most  of  our 
bad  ones.  —Sydney  Harris 


The  world  is  my  country,  all  man- 
kind are  my  brethren,  and  to  do  good 
is  my  religion.  —Thomas  Paine 


In  order  to  have  friends,  you  must 
first  be  one.  —Elbert  Hubbard 


Believe  that  life  is  worth  living  and 
your  belief  will  help  create  the  fact. 

—William  James 


B.  C.  FORBES 

Believe  in  yourself,  your 
neighbors,  your  work,  your  ulti- 
mate attainment  of  more  com- 
plete happiness.  It  is  only  the 
farmer  who  faithfully  plants 
seeds  in  the  spring  who  reaps  a 
harvest  in  the  autumn. 


Oft  expectation  fails,  and  most  oft 
there  where  most  it  promises. 

— Shakespeai 


That  man  is  prudent  who  neit 
hopes  nor  fears  anything  from  the 
certain  events  of  the  future. 

— Anatole  FrancI 


To  be  without  some  of  the  thind 
you  want  is  an  indispensable  part 
happiness.  — Bertrand  Russei 


Friendship  is  never  established  as 
an  understood  relation.  It  is  a  miracle 
which  requires  constant  proofs.  It  is 
an  exercise  of  the  purest  imagination 
and  of  the  rarest  faith! 

—Henry  David  Thoreau 


A  little  among  neighbors  is  worth 
more  than  riches  in  a  wUdemess. 

—Welsh  Proverb 


Man  is  never  happy,  but  spends  his 
whole  life  in  striving  after  something 
which  he  thinks  will  make  him  so. 

-Arthur  Schopenhauer 


Believe  things,  rather  than  man. 

—Benjamin  Whichcote 


In  helping  others  to  succeed  we  in- 
sure our  own  success. 

—William  Feather 


How     disappointment     tracks     the 
steps  of  hope.  — Letitia  Landon 


All  one's  work  might  have  been  bet- 
ter done;  but  this  is  a  sort  of  reflec- 
tion a  worker  must  put  aside  courage- 
ously if  he  doesn't  mean  every  one  of 
his  conceptions  to  remain  forever  a 
private  vision,  an  evanescent  reverie. 
—Joseph  Conrad 


Nothing  is  so  good  as  it  seems  be- 
forehand. —George  Eliot 
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Faith  and  love  are  apt  to  be  spas- 
modic in  the  best  minds.  Men  live  on 
the  brink  of  mysteries  and  harmonies 
into  which  they  never  enter,  and  with 
their  hand  on  the  door-latch  they  die 
outside.      —Ralph  Waldo  Emerson 


We  can   live   without  our  friends, 
but  not  without  our  neighbors. 

—Thomas  Fuller 


One  does  not  expect  in  this  world; 
one  hopes  and  pays  carfares. 

—Josephine  Peabody 


Faith  is  the  root  of  all  blessings.  Be 
lieve,  and  you  shall  be  saved;  be 
lieve,  and  you  must  needs  be  satisfied 
believe,  and  you  cannot  but  be  com 
forted  and  happy.      —Jeremy  Taylob 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $6.95.  Send  check  and  order 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  (Sales 
tax:  New  York  State,  from  4%  to 
7%;  New  York  City,  7%.) 


A  Text . . . 


Sent  in  by  Sarah  R.  Levinson, 
ChicaKo,  111.  What's  your  favo- 
rite text?  The  Forbes  Scrapbook 
of  Thoughts  on  the  Business  of 
Ijfe  is  presented  to  senders  of 
texts  used. 


Or  speak  to  the  earth,  and  it  shall 
teach    thee.  —Job    12:8 
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